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INTRODUCTION
 

Conventions Used in this Annual Report
 
In this annual report, unless otherwise indicated or the context otherwise requires, references to:
 
● "we,” "us,” "our” and the "Company” refer to Mercurity Fintech Holding Inc. and its wholly owned subsidiaries, (i) Mercurity Fintech Technology Holding Inc., (ii)

Mercurity Limited, (iii) Ucon Capital (HK) Limited, (iv) Beijing Lianji Future Technology Co., Ltd. and (v) Chaince Securities, Inc.
 
● "ADR” refers to American depositary receipt, which was cancelled on February 28, 2023 upon termination of the ADR facility;
 
● "ADS” refers to our American depositary shares, each of which represented 360 ordinary shares before the mandatory exchange of the ADS for ordinary shares and

removal of the ADR facility, effective February 28, 2023;
 
● "Chaince Securities” refers to Chaince Securities Inc., a wholly-owned subsidiary of the Company;
 
● "China” or the "PRC” refers to the mainland of the People’s Republic of China, excluding, for the purpose of this annual report only and references to the specific laws

and regulations, Hong Kong, Macau and Taiwan;
 
● "MFH Cayman” refers to Mercurity Fintech Holding Inc., the holding company of our group;
 
● "MFH Tech” refers to Mercurity Fintech Technology Holding Inc., a wholly-owned subsidiary of the Company;
 
● "Ucon” refers to Ucon Capital (HK) Limited, a subsidiary of the Company;
 
● "NBpay” refers to NBpay Investment Limited, which has ceased to be our consolidated entity;
 
● "NBpay Fintech” refers to NBpay Fintech Pte Ltd., which has ceased to be our consolidated entity;
 
● "ordinary shares” refer to our ordinary shares, par value US$0.004 per share;
 
● "Renminbi” or "RMB” refers to the legal currency of China; and
 
● "VIEs” refers to (i) Mercurity (Beijing) Technology Co., Ltd, or Mercurity Beijing, and (ii) Beijing Lianji Technology Co., Ltd., or Lianji, which, together with Mercurity

Beijing, were consolidated by us solely for accounting purposes as variable interest entities, and which have ceased to be our consolidated entities, following the
termination of our VIE structure on January 15, 2022;

 
● "Our WFOE” or "Lianji Future” refers to Beijing Lianji Future Technology Co., Ltd., our subsidiary in China that is a wholly foreign-owned enterprise;
 
● "$,” "US$,” "dollar” or "U.S. dollar” refers to the legal currency of the United States.
 
Our reporting and functional currency is U.S. dollar. We make no representation that any Renminbi or U.S. dollar amounts could have been, or could be, converted into U.S.

dollars or Renminbi, as the case may be, at any particular rate, or at all. The PRC government imposes control over its foreign currency reserves in part through direct regulation of
the conversion of RMB into foreign exchange and through restrictions on foreign trade. This annual report contains translations of certain foreign currency amounts into U.S.
dollars for the convenience of the reader. Unless otherwise stated, all translations of related assets and liabilities of Renminbi into U.S. dollars were made at the rate of RMB7.0999
to US$1.00, the exchange rate as set forth in the H.10 statistical release of the Board of Governors of the Federal Reserve System in effect as of December 29, 2023, and all
translations of related profit or loss and cash flow of Renminbi into U.S. dollars were made at the rate of RMB7.0809 to US$1.00, the exchange rate as set forth the annual average
exchange rates for 2023 in the H.10 statistical release of the Board of Governors of the Federal Reserve System.
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FORWARD-LOOKING STATEMENTS
 

This annual report contains forward-looking statements that involve risks and uncertainties, including statements based on our current expectations, assumptions, estimates
and projections about us and our industry. In some cases, these forward-looking statements can be identified by words or phrases such as "aim,” "anticipate,” "believe,”
"estimate,” "expect,” "going forward,” "intend,” "ought to,” "plan,” "project,” "potential,” "seek,” "may,” "might,” "can,” "could,” "will,” "would,” "shall,” "should,” "is likely to”
and the negative form of these words and other similar expressions. The forward-looking statements included in this annual report relate to, among others:

 
● our goals and strategies;
 
● our prospects, our business development, the growth of our operations, and our financial condition and results of operations;
 
● our plans to enhance customer experience, upgrade our blockchain technologies and expand our products and services;
 
● our expectations regarding demand for and market acceptance of our blockchain-based services;
 
● global competition in our industry; and
 
● fluctuations in general economic and business conditions.
 
These forward-looking statements involve various risks and uncertainties. Although we believe that our expectations expressed in these forward-looking statements are

reasonable, our expectations could later be found to be incorrect. Our actual results could be materially different from our expectations. You should thoroughly read this annual



report and the documents that we refer to with the understanding that our actual future results may be materially different from and worse than what we expect. We qualify all of
our forward-looking statements by these cautionary statements.

 
This annual report contains certain data and information that we obtained from various government and private publications. Statistical data in these publications also include

projections based on a number of assumptions. Our industry might not grow at the rate projected by market data, or at all. Failure of our industry to grow at the projected rate may
have a material adverse effect on our business and the market price of our shares. Furthermore, if any one or more of the assumptions underlying the market data is later found to
be incorrect, actual results could differ from the projections based on these assumptions. You should not place undue reliance on these forward-looking statements.
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PART I
 

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
 

Not applicable.
 

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
 

Not applicable.
 

ITEM 3. KEY INFORMATION
 
A. Selected Financial Data
 

The following selected consolidated statements of operations data for the year ended December 31, 2021, 2022 and 2023, and selected consolidated balance sheet data as of
December 31, 2022 and 2023, have been derived from our audited consolidated financial statements included elsewhere in this annual report. Our consolidated financial statements
are prepared and presented in accordance with accounting principles generally accepted in the United States of America, or U.S. GAAP. Our historical results are not necessarily
indicative of results expected for future periods. You should read this selected financial data section together with our consolidated financial statements and the related notes and
"Item 5. Operating and Financial Review and Prospects” included elsewhere in this annual report.

 
Consolidated Statements of Operations

 
The following summary consolidated financial statements should be read in conjunction with our consolidated financial statements, the notes thereto and other information,
included elsewhere in this report.
 
The following summary consolidated financial statements for the years ended 2023, 2022, and 2021 are derived from our audited consolidated financial statements included
elsewhere in this report. Our consolidated financial statements are prepared and presented in accordance with generally accepted accounting principles in the United States, or U.S.
GAAP.
 
Our historical results for any period are not necessarily indicative of results to be expected for any future period. You should read the following summary financial information in
conjunction with the consolidated financial statements and related notes and the information under "ITEM 5. Operating and Financial Review and Prospects” included elsewhere
in this report.
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  For the year Ended December 31,  
  2023   2022   2021  
     (as restated)   (as restated)  
  (US$, except share and share related data)  
Revenue  $ 445,928  $ 863,438  $ 670,171 

Business consultation services   160,000   80,000   — 
Distributed storage and computing services   285,928   783,438   664,307 
Technical services   —   —   5,864 

Cost of Revenue  $ (1,424,312)  $ (1,380,600)  $ (702,679)
Business consultation services   (138,092)   (19,000)   — 
Distributed storage and computing services   (1,286,220)   (1,361,600)   (702,679)

Gross profit  $ (978,384)  $ (517,162)  $ (32,508)
Sales and marketing   (449,900)   (35,000)   — 
General and administrative   (2,515,291)   (2,156,063)   (10,351,357)
Provision for doubtful accounts   —   (3,138)   (1,750,909)
(Loss)/income on disposal of intangible assets   —   (29,968)   121,020 
Impairment loss of property and equipment   (307,733)   —   — 
Impairment loss of intangible assets   (4,248,085)   (3,144,053)   (1,292,568)
Impairment loss of goodwill   —   —   — 
Operating loss from continuing operations  $ (8,499,393)  $ (5,885,384)  $ (13,306,322)
Interest (expenses)/income, net   (196,055)   5,118   1,083 
Financing costs   (450,000)   —   — 
Other (expenses)/income, net   2,379   1,248   (143)
Loss on market price of short-term investment   (226,210)   —   — 
Loss from selling short-term investments   (78,693)   —   — 
Loss from disposal of subsidiaries   —   (4,664)   — 
Loss before provision for income taxes  $ (9,447,972)  $ (5,883,682)  $ (13,305,382)
Income tax benefits   90,776   248,711   — 
Loss from continuing operations  $ (9,357,196)  $ (5,634,971)  $ (13,305,382)
Loss from discontinued operations   —   —   (8,360,322)
Net loss  $ (9,357,196)  $ (5,634,971)  $ (21,665,704)
             
Net loss attributable to holders of ordinary shares of Mercurity Fintech Holding
Inc.  $ (9,357,196)  $ (5,634,971)  $ (21,665,704)



Continuing operations   (9,357,196)   (5,634,971)   (13,305,382)
Discontinued operations   —   —   (8,360,322)
Weighted average shares used in calculating basic net loss per ordinary share   45,841,825   14,435,674   9,720,934 
Weighted average shares used in calculating diluted net loss per ordinary share   45,841,825   14,435,674   9,720,934 
Net Loss per ordinary share             
Basic   (0.20)   (0.39)   (2.23)
Diluted   (0.20)   (0.39)   (2.23)
Net Loss per ordinary share from continuing operation             
Basic   (0.20)   (0.39)   (1.37)
Diluted   (0.20)   (0.39)   (1.37)
Net Loss per ordinary share from discontinued operation             
Basic   —   —   (0.86)
Diluted   —   —   (0.86)
 
 

Note:
 
(i) Due to the adverse regulatory measures taken by the PRC government in 2021 on digital currency production and transaction, the Company’s Board of Directors decided on

December 10, 2021 to divest the PRC companies of the related business controlled through VIE agreements and the divestiture was completed on January 15, 2022. The
financial information related to the two divested VIEs have been reclassified in the accompanying audited consolidated financial statements as discontinued operations for the
year ended December 31, 2021.

  
(ii) On December 29, 2022, the Company’s Board of Directors approved the proposal on the share consolidation to the authorized share capital (the "Share Consolidation”) at a

ratio of four hundred (400)-for-one (1) with the par value of each ordinary share changed to US$0.004 per ordinary share, which has been effective on February 28, 2023.
 

As SAB 4C, changes to a stock dividend, stock split or reverse split in the capital structure must be given retroactive effect in the balance sheet. An appropriately cross-
referenced note should disclose the retroactive treatment, explain the change made and state the date the change became effective. We have revised the number of ordinary
shares amounts in the revised consolidated statements for the year ended December 31, 2022 and 2021, to retroactively present our 1-for-400 share consolidation in February
2023 back to the earliest period presented as stipulated in SAB 4C.
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Consolidated Balance Sheet Data
 
The following table presents our key financial data extracted from the consolidated balance sheet as of December 31, 2023 and 2022.
 
  December 31, 2023   December 31, 2022  
  US$   US$  
Cash and cash equivalents   16,117,949   7,446,664 
Security deposit   33,700   33,909 
Short-term investments   2,319,247   — 
Interest receivable   12,594   — 
Prepaid expenses and other current assets, net   5,212,285   10,925 
Amounts due from related parties   —   25,000 
Total current assets  $ 23,695,775  $ 7,516,498 
Operating right-of-use assets, net   556,104   873,878 
Property and equipment, net   4,758,279   5,961,173 
Intangible assets, net   705,309   4,233,228 
Security deposit   57,300   57,300 
Prepayments for long-term asset   120,000   — 
Long term equity investments   160,000   — 
Deferred tax assets   342,369   251,005 
Total non-current assets  $ 6,699,361  $ 11,376,584 
TOTAL ASSETS  $ 30,395,136  $ 18,893,082 
         
Convertible Note   9,000,000     
Interest payable   423,131     
Accrued expenses and other current liabilities   1,588,562   236,490 
Amounts due to related parties   916,219   923,596 
Operating lease liabilities   352,178   269,675 
Total current liabilities  $ 12,280,090  $ 1,429,761 
Operating lease liabilities   282,279   634,457 
Total non-current liabilities  $ 282,279  $ 634,457 
TOTAL LIABILITIES  $ 12,562,369  $ 2,064,218 
Ordinary shares   243,298   140,716 
Additional paid-in capital   693,093,915   682,848,997 
Accumulated deficit   (676,677,485)   (667,320,289)
Accumulated other comprehensive (loss)/income   1,173,039   1,159,440 
Total shareholders’ equity  $ 17,832,767  $ 16,828,864 
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  $ 30,395,136  $ 18,893,082 
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B. Capitalization and Indebtedness
 

Not applicable.
 

C. Reasons for the Offer and Use of Proceeds
 

Not applicable.



 
D. Risk Factors
 
Summary of Risk Factors
 
Risks Relating to Our Business and Industry
 

● We have a limited operating history in the evolving industry, which makes it difficult to evaluate our future prospects and may increase the risk that we will not be
successful.

 
● We currently have a limited customer base for our Business consultation services. If we were to lose any of our customers, or if the volume of business with such

customers were to decrease, or if we are unable to offer services that attract new customers from existing customers, our business, financial condition and results of
operations may be materially and adversely affected.

 
● Certain crypto assets and cryptocurrencies have been identified as a "security” in certain jurisdictions, and we may be subject to regulatory scrutiny, inquiries,

investigations, fines and other penalties, which may adversely affect our business, operating results and financial condition.
 
● As we acquire, dispose of or restructure our businesses, product lines, and technologies, we may encounter unforeseen costs and difficulties that could adversely affect

our financial performance.
 
● We may be unable to competitively engage in further distributed storage and computing services, Business consultation services, financial advisory services and

securities brokerage services activities, if we cannot attract or retain employees and/or consultants who have expertise in these fields.
 
● Any harm to our Mercurity brand or reputation may materially and adversely affect our business and results of operations.
 
● We have a history of operating losses, and we may report additional operating losses in the future.
 
● If we are unable to conduct adequate and cost-effective marketing activities, our results of operations and financial condition may be materially and adversely affected.
 
● If our senior management is unable to work together effectively or efficiently or if we lose their services, our business may be severely disrupted.
 
● We have limited insurance coverage and could incur losses resulting from liability claims or business interruptions.
 
● We are subject to changing laws and regulations regarding regulatory matters, corporate governance and public disclosure that may increase both our operating costs

and the risk of non-compliance.
 
● We have failed to maintain an effective system of internal control over financial reporting, we may be unable to accurately report our financial results or prevent fraud, and

investor confidence and the market price of our shares may be adversely impacted.
 
● The enactment of legislation imposing moratoriums on issuing permits for certain cryptocurrency mining operations that use carbon-based power sources and similar laws

could adversely impact our business, operating results and financial condition.
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● Blockchain mining activities are energy-intensive, which may restrict the geographic locations of miners and have a negative environmental impact.
 
● Environmental concerns associated with cryptocurrencies mining could have adverse impacts on our business, financial condition, and results of operations.
 
● We are subject to an extensive, highly evolving and uncertain regulatory landscape and any adverse changes to, or our failure to comply with, any laws and regulations

could adversely affect our brand, reputation, business, operating results, and financial condition.
 
● Our operating results may fluctuate and continue to fluctuate, including due to the highly volatile nature of crypto.
 
● Fluctuations in Filecoin value might impact our operating results and add to our regulatory compliance obligations under applicable law and regulation, including the

Investment Company Act of 1940.
 
● Our revenue is partially dependent on the prices of crypto assets. If such price or volume declines, our business, operating results and financial condition would be

adversely affected.
 
● The future development and growth of crypto is subject to a variety of factors that are difficult to predict and evaluate. If crypto does not grow as we expect, our

business, operating results, and financial condition could be adversely affected.
 
● Any failure to safeguard and manage our crypto assets could adversely impact our business, operating results and financial condition.
 
● The theft, loss or destruction of private keys required to access any crypto assets held in custody for our own account may be irreversible. If we are unable to access our

private keys or if we experience a hack or other data loss relating to our ability to access any crypto assets, it could cause regulatory scrutiny, reputational harm and other
losses.

 
● Any gaps in our risk management processes and policies in respect of crypto asset could adversely impact our business, operating results and financial condition.
 
● Crypto assets deposited with third party custodians are subject to risks attendant with such custody arrangements. If such custodians were to become insolvent, or

suffer from hacking or cybersecurity or other technical failures, or if our assets were to be misused or lost, we may lose ownership or control of our crypto assets, and we
may not be able to recover our losses through legal or other channels.

 
● The assertion of jurisdiction by U.S. and foreign regulators and other government entities over crypto assets and crypto asset markets could adversely impact our

business, operating results and financial condition.
 
● If we were deemed an investment company under the Investment Company Act of 1940, applicable restrictions could make it impractical for us to continue our business as

contemplated and could have a material adverse effect on our business.
 

Risks Relating to Doing Business in the PRC
 



● We conduct a portion of our business operations in China and are subject to the attendant risks of operating in China, including regulatory risks resulting from political
and regulatory changes which may be swift and unexpected.

 
● You may incur additional costs and procedural obstacles in effecting service of legal process, enforcing foreign judgments or bringing actions in Hong Kong against us or

our management based on Hong Kong laws.
 
● You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing actions in the PRC against us or our management based on

foreign laws.
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● We may rely on dividends and other distributions on equity paid by our PRC and Hong Kong subsidiaries to fund any cash and financing requirements we may have, and
any limitation on the ability of our PRC and Hong Kong subsidiaries to make payments to us could have a material and adverse effect on our ability to conduct our
business.

 
● Regulation and censorship of information disseminated over the internet in the PRC could adversely affect our business in China, and we may be liable for any such

information displayed on, retrieved from or linked to our website.
 
● A failure by our shareholders or beneficial owners who are PRC citizens or residents in the PRC to comply with certain PRC foreign exchange regulations could restrict our

ability to distribute profits, restrict our overseas and cross-border investment activities or subject us to liability under PRC laws, which could adversely affect our
business and financial condition.

 
● A failure to comply with PRC regulations regarding the registration of shares and share options held by our employees who are PRC citizens could subject such

employees or us to fines and legal or administrative sanctions.
 
● It may be difficult for overseas regulators to conduct investigations or collect evidence within PRC.
 
● It may be difficult for overseas shareholders and/or regulators to conduct investigations or collect evidence within Hong Kong.
 

Risks Relating to Our Ordinary Shares
 

● The trading price of our shares could be volatile, which would result in substantial losses to investors.
 
● Substantial future sales of our shares in the public market, or the perception that these sales could occur, could cause our share price to decline.
 
● If we fail to maintain the Nasdaq minimum market value of publicly held shares, minimum bid requirements or minimum stockholder equity standard, our shares could be

delisted.
 
● We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are exempt from certain provisions applicable to U.S. domestic

public companies.
 
● As a foreign private issuer, we are permitted to, and we plan to, rely on exemptions from certain Nasdaq corporate governance standards applicable to U.S. issuers,

including the requirement that a majority of an issuer’s directors consist of independent directors. This might afford less protection to holders of our shares.
 
● Anti-takeover provisions in our charter documents could discourage a third-party from acquiring us, which could limit our shareholders’ opportunities to sell their shares

at a premium.
 
● We are a Cayman Islands company and, because judicial precedent regarding the rights of shareholders is more limited under Cayman Islands law than under U.S. law,

you could have less protection of your shareholder rights than you would under U.S. law.
 
● You will have limited ability to bring an action against us or against our directors and officers, or to enforce a judgment against us or them, because we are incorporated in

the Cayman Islands, because we conduct parts of our operations in the PRC and Hong Kong and because some of our directors and officers reside outside the United
States.

 
● Compliance with rules and requirements applicable to public companies could cause us to incur increased costs, which could negatively affect our results of operations.
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Risks Relating to Our Business and Industry
 
We have a limited operating history in the evolving industry, which makes it difficult to evaluate our future prospects and may increase the risk that we will not be successful.
 

We disposed of our business of providing integrated B2B services to food service suppliers and customers in July 2019. We started to provide blockchain technical services
in May 2019. Due to the extremely adverse regulatory measures taken by the Chinese government in 2021 in the field of digital currency production and transaction, we disposed of
the Chinese companies of the blockchain technical services business controlled through VIE agreements in January 2022. We commenced cryptocurrency mining operations in
2021 and expanded this line of business in the U.S. in December 2022. We commenced business consultation services in August 2022.

 
The limited history of our current operations may make it difficult for you to evaluate our business, financial performance and prospects, and our historical growth rate might

not be indicative of our future performance. We cannot assure you that our current business will grow as rapidly as we expect or achieve the critical mass needed for long-term
success. Given the limited history of our business model and the rapid developments in the related industry, it may be difficult to predict if our expected business growth can be
achieved in the future, and that the market might evolve in ways that are difficult to anticipate. You should consider our prospects considering risks and uncertainties that
companies in a rapidly evolving market might encounter. These risks and difficulties include, but are not limited to:

 
● a new and relatively unproven business model;
 
● our ability to anticipate and adapt to a fast developing market and industry;
 
● market acceptance of our products and services;
 
● high expenditures associated with our technology upgrading, brand promotion and marketing activities;



 
● our ability to attract customers and business partners to generate sufficient cash flows;
 
● Complexities in managing rapid expansion of personnel and operations; and
 
● our ability to compete in the fast-changing marketplace.
 
We cannot be certain that our business strategy will be successful or that we will successfully address these risks. Failure to address any of the risks described above could

have an adverse effect on our business, financial condition and results of operations.
 

We currently have a limited customer base for our business consultation services. If we were to lose any of our customers, or if the volume of business with such customers
were to decrease, or if we are unable to offer services that attract new customers from existing customers, our business, financial condition and results of operations may be
materially and adversely affected.
 

In July 2022, we added consultation services to our business, providing business consultation services to global corporate clients, especially those in the blockchain industry.
Meanwhile, we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and digital payment
business and have been expanding our business into the online and traditional brokerage services, such as building up client base and acquiring the necessary licenses. However,
due to resource restraints, we have ceased our development plans in digital payment business, including digital payment services and solution consulting, and applications for the
required money transmit licenses since March 2024.

 
As of December 31, 2023, we only have two customers of our business consultation services, one based in China and the other based in the U.S. Due to our very limited

customer base, any of the following events may cause a material decline in our revenue and have a material adverse effect on our results of operations:
 
● reductions, delays or cessation of purchases from the existing customers;
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● loss of any of our existing customers and our inability to find new customers that can generate the same volume of business; and
 
● Any of the existing customer’s failure to make timely payment for our services; and
 
● We are unable to offer services that attract new customers from existing customers.
 
We cannot assure you that our relationships with these customers will continue to develop or that these customers will continue to generate material revenue for us in the

future, or we will acquire more new customers. We need to invest significant resources in selling and marketing efforts. We take targeted business development approaches to
reach out to our potential customers and provide them with our company profile through various means, such as emails and social network media. We also attend offline marketing
activities to promote our presence and brand recognition in the blockchain and digital asset industry. To continue to reach potential customers and grow our current business, we
must identify and devote more of our marketing expenditures to new and evolving marketing channels, which may include mobile and virtual channels. The opportunities in and
sophistication of newer marketing channels generally are relatively undeveloped and unproven, making it difficult to assess returns on investment associated with such channels,
and there can be no assurance that we will be able to continue to appropriately manage and fine-tune our marketing efforts in response to these and other trends in the industry.
Any failure to do so could have a material adverse effect on our business, reputation, results of operations and financial condition.

 
Certain crypto assets and cryptocurrencies have been identified as a "security” in certain jurisdictions, and we may be subject to regulatory scrutiny, inquiries, investigations,
fines and other penalties, which may adversely affect our business, operating results and financial condition.
 

Cryptocurrency mining operations constitute a portion of our business and regulatory developments in the characterization of such crypto assets will have an impact on our
business, financial condition and results of operations. The SEC and its staff have taken the position that certain crypto assets fall within the definition of a "security” under the
U.S. federal securities laws.
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Several other foreign jurisdictions have taken a broad-based approach to classifying crypto assets as "securities,” while other foreign jurisdictions, such as Switzerland, Malta
and Singapore, have adopted a narrower approach. As a result, certain crypto assets may be deemed to be a "security” under the laws of some jurisdictions but not others. Various
foreign jurisdictions may, in the future, adopt additional laws, regulations or directives that affect the characterization of crypto assets as "securities.”

 
The classification of a crypto asset as a security under applicable law has wide-ranging implications for businesses engaged in operations relating to crypto assets. For

example, a crypto asset that is a security in the United States may generally only be offered or sold in the United States pursuant to a registration statement filed with the SEC or in
an offering that qualifies for an exemption from registration. Persons that effect transactions in crypto assets that are securities in the United States may be subject to registration
with the SEC as a "broker” or "dealer.” Platforms that bring together purchasers and sellers to trade crypto assets that are securities in the United States are generally subject to
registration as national securities exchanges, or must qualify for an exemption, such as by being operated by a registered broker-dealer as an automated trading system ("ATS”) in
compliance with rules for ATSs. Persons facilitating clearing and settlement of securities may be subject to registration with the SEC as a clearing agency. Foreign jurisdictions may
have similar licensing, registration and qualification requirements.

 
Further, if Bitcoin, Ethereum, stablecoins or any other crypto asset is deemed to be a security under any U.S. federal, state or foreign jurisdiction, or in a proceeding in a court

of law or otherwise, it may have adverse consequences for such crypto asset. For instance, all transactions in such crypto asset would have to be registered with the SEC or other
foreign authority, or conducted in accordance with an exemption from registration, which could severely limit its liquidity, usability and transactability. Moreover, the networks on
which such crypto assets are utilized may be required to be regulated as securities intermediaries, and subject to applicable rules, which could effectively render the network
impracticable for its existing purposes. Further, it could draw negative publicity and a decline in the general acceptance of the crypto asset. Also, it may make it difficult for such
crypto asset to be traded, cleared and custodied as compared to other crypto assets that are not considered to be securities. As such, our holdings of cryptocurrencies from our
mining operations, as well as our storage and trading of such cryptocurrencies on third party service provider platforms, may be adversely affected by any fall in value of
cryptocurrencies and any increased restrictions on their trading and liquidity. Whether our activities require registration or the crypto assets we hold would be considered
securities is a risk-based assessment, and not a legal standard binding on a regulatory body or court, and does not preclude legal or regulatory action. We may decide in the future
to mine or transact in other types of cryptocurrencies, which may constitute securities under U.S. law, although we have not presently determined definitively the type of
cryptocurrencies we may mine or transact in in the future. We will consult with our legal advisers and abide by all SEC guidance and court rulings in this regard and monitor our
activities in securities transactions, but we currently do not have plans to mine any type of cryptocurrency that constitute "securities” under U.S. law. Nevertheless, any breach of
applicable US law will have a material adverse effect on our business operations, financial performance and the value of our shares.

 
As we acquire, dispose of or restructure our businesses, product lines, and technologies, we may encounter unforeseen costs and difficulties that could impair our financial
performance.
 



We actively explore acquisition prospects that would complement our existing services, augment our market coverage and distribution ability, or enhance our capabilities. As a
result, we may seek to acquire certain companies, products, or technologies, or we may reduce or dispose of certain product lines or technologies that no longer fit our business
strategies. For regulatory or other reasons, we may not be successful in our attempts to acquire or dispose of businesses, products, or technologies, resulting in significant
financial costs, reduced or lost opportunities, and diversion of management’s attention. Managing an acquired business, disposing of product technologies, or reducing personnel
entails numerous operational and financial risks, including, among other things:

 
● difficulties in assimilating acquired operations and new personnel or separating existing business or product groups;
 
● diversion of management’s attention away from other business concerns;
 
● amortization of acquired intangible assets;
 
● adverse customer reaction to our decision to cease support for a product; and
 
● potential loss of key employees or customers of acquired or disposed operations.
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There can be no assurance that we will be able to achieve and manage successfully any such integration of potential acquisitions, disposition of product lines or technologies,
or reduction in personnel or that our management, personnel, or systems will be adequate to support continued operations. Any such inabilities or inadequacies could have a
material adverse effect on our business, operating results, or financial condition.

 
We may be unable to competitively engage in further distributed storage and computing services, business consultation services, financial advisory services and securities
brokerage services activities, if we cannot attract or retain employees and/or consultants who have expertise in these fields.
 

If we cannot attract or retain skilled employees and/or consultants in the distributed storage and computing services, business consultation services, financial advisory
services and securities brokerage services activities, our business may suffer. Because our above businesses require expertise, our business may be materially and adversely
affected if our current employees and consultants who have expertise in the business leave or if we cannot continue to attract employees and consultants with expertise in the field
of distributed storage and computing services, Business consultation services, financial advisory services and securities brokerage services.

 
Any harm to our Mercurity brand or reputation may materially and adversely affect our business and results of operations.
 

We believe that the recognition and reputation of our Mercurity brand is critical to our business and competitiveness in the related industry. Many factors, some of which are
beyond our control, are important to maintaining and enhancing our brand. These factors include our ability to:

 
● enhance the quality of our Business consultation services, financial advisory services and securities brokerage services for our customers;
 
● maintain or improve customers’ satisfaction with our services;
 
● increase brand awareness through marketing and brand promotion activities; and
 
● preserve our reputation and goodwill in the event of any negative publicity on our service quality, data privacy, price, or other issues affecting us.
 
A public perception that we do not provide reliable services, even if factually incorrect or based on isolated incidents, could damage our reputation, diminish the value of our

brand, undermine the trust and credibility we have established and have a negative impact on our ability to attract new customers retain our current customers. If we are unable to
maintain our reputation, enhance our brand recognition or increase positive awareness of our website, products and services, it may be difficult to maintain and grow our customer
base, and our business and growth prospects may be materially and adversely affected.

 
We have a history of operating losses, and we may report additional operating losses in the future.
 

Since October 2021, cryptocurrency mining has become one of our major businesses, and we have recorded historical losses and negative cash flow from our operations of
cryptocurrency mining business when the value of cryptocurrency we mine does not exceed our associated costs. Further, as part of our strategic growth plans, we have made
capital investments in expanding and vertically integrating our mining operations, including the expansion of our mining machines and increased our employee base. However,
future market prices of the cryptocurrency are difficult to predict, and we cannot guarantee that our future mining revenue will exceed our associated costs.

 
If we are unable to conduct adequate and cost-effective marketing activities, our results of operations and financial condition may be materially and adversely affected.
 

We have a limited operating history of our current business and may need to make significant investments in sales and marketing to promote our brand recognition. Our brand
promotion and marketing activities may not be well received by customers and may not result in the levels of sales that we anticipate. The marketing of blockchain-based solutions
services to customers is evolving. This further requires us to enhance our marketing approaches and experiment with new marketing methods to keep pace with customer
preferences. Failure to refine our existing marketing approaches or to introduce new marketing approaches cost-effectively could reduce our market share, cause our Revenue to
decline and negatively impact our profitability.
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If our senior management is unable to work together effectively or efficiently or if we lose their services, our business may be severely disrupted.

 
Our success heavily depends upon the continued services of our management.
 
In early May 2022, the Company restructured its executive team after the absence and later resignation of Wei Zhu, the Company’s former co-chief executive officer and acting

chief financial officer and the Company’s board of directors had a significant change in 2022. Currently, we rely on the expertise and experience of Mr. Shi Qiu, our chief executive
officer, Ms. Qian Sun, our chief operating officer, and Mr. Yukuan Zhang, our chief financial officer, and our other executive team. If our senior management cannot work together
effectively or efficiently, our business may be severely disrupted. If one or more of our senior management were unable or unwilling to continue in their present positions, we might
not be able to replace them easily or at all, and our business, financial condition and results of operations may be materially and adversely affected. If any of our senior
management joins a competitor or forms a competing business, we may lose customers, internal expertise and key professionals and staff members.

 
We have limited insurance coverage and could incur losses resulting from liability claims or business interruptions.

 
We currently do not have any product liability insurance or business interruption insurance. As we continue to expand our business, we could be increasingly exposed to

various liability claims related to our products and services. Any liability claims, business disruption, or natural disaster could result in substantial costs and the diversion of



resources, which would have an adverse effect on our business and results of operations.
 

We are subject to changing laws and regulations regarding regulatory matters, corporate governance and public disclosure that may increase both our operating costs and
the risk of non-compliance.

 
We are subject to rules and regulations by various governing bodies, including, among others, the U.S. Securities and Exchange Commission (the "SEC”), which is charged

with the protection of investors and the oversight of companies whose securities are publicly traded, and the various regulatory authorities in the PRC, Hong Kong and the
Cayman Islands, and subject to new and evolving regulatory measures under applicable law. Our efforts to comply with new and changing laws and regulations have resulted in
and are likely to continue to result in, increased general and administrative expenses and a diversion of management time and attention from revenue-generating activities to
compliance activities.

 
Moreover, because these laws, regulations and standards are subject to varying interpretations, their application in practice may evolve as new guidance becomes available.

This evolution may result in continuing uncertainty regarding compliance matters and additional costs necessitated by ongoing revisions to our disclosure and governance
practices. If we fail to address and comply with these regulations and any subsequent changes, we may be subject to penalties and our business may be harmed.

 
We have failed to maintain an effective system of internal control over financial reporting, we may be unable to accurately report our financial results or prevent fraud, and
investor confidence and the market price of our shares may be adversely impacted.

 
The SEC, as required by Section 404 of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, adopted rules requiring most public companies to include a management

report on such company’s internal control over financial reporting in its annual report, which contains management’s assessment of the effectiveness of the company’s internal
control over financial reporting. In addition, when a company meets the SEC’s criteria, an independent registered public accounting firm must report on the effectiveness of the
company’s internal control over financial reporting.

 
Our management has concluded that our internal control over financial reporting as of December 31, 2023 was not effective. This could result in a loss of investor confidence

in the reliability of our financial conditions which in turn could negatively impact the trading price of our shares and result in lawsuits being filed against us by our shareholders or
otherwise harm our reputation. Furthermore, we have incurred and anticipate that we will continue to incur considerable costs and use significant management time and other
resources in an effort to comply with Section 404 and other requirements of the Sarbanes-Oxley Act.
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The enactment of legislation imposing moratoriums on issuing permits for certain cryptocurrency mining operations that use carbon-based power sources and similar laws
could adversely impact our business, operating results and financial condition.
 

In the 2021-2022 Legislative Session, the New York State Senate introduced Bill S6486D, which establishes a two-year moratorium on cryptocurrency mining operations
that use proof-of-work authentication methods to validate blockchain transactions. Such restrictions and moratoriums will materially limit the scope of our business operations if
we choose to carry out cryptocurrency mining operations in such jurisdictions where they are prohibited. Our cryptocurrency mining facilities are located in New Jersey, and at
present we remain unaffected by the potential passage of Bill S6486D. Nonetheless, if a law similar to Bill S6486D were passed and comes into effect in New Jersey or other
jurisdictions in which we may carry out cryptocurrency mining operations in the future, this might force us to relocate our cryptocurrency mining operations, which will incur time
and resources, and may have other material effects on our business. The passage of any other crypto legislation or regulation which may be directly or indirectly related to our
business model may also material effects on your business, financial condition and results of operations.
 
Blockchain mining activities are energy-intensive, which may restrict the geographic locations of miners and have a negative environmental impact.
 

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

 
In addition, the significant consumption of electricity may have a negative environmental impact, including contribution to climate change, which may give rise to public

opinion against allowing the use of electricity for blockchain mining activities or government measures restricting or prohibiting the use of electricity for such mining activities, and
may also invite adverse media coverage or public opinion against our brand. Regulators may also impose regulatory restrictions on blockchain mining activities. Any such
development in the jurisdictions where we carry out our cryptocurrency mining could have a material and adverse effect on our business, financial condition and results of
operations.
 
Environmental concerns associated with cryptocurrencies mining could have adverse impacts on our business, financial condition, and results of operations.
 

Engaging in cryptocurrency mining may result in certain environmental harms and transition risks related to climate change that may affect our business, financial
condition and results of operations, as mining operations consume a substantial amount of power, which may contribute to increased carbon emissions. Moreover, recent policy
and regulatory changes relating to limiting carbon emissions could impose additional operational and compliance burdens on our cryptocurrency mining operations, such as more
stringent reporting requirements or higher compliance fees. Such regulations may lead to increased credit risks, which may lead financiers and lender to be less willing to enter into
business relationships with us, as well as increased litigation risks related to climate change in the jurisdictions in which we carry out mining operations. Further, some businesses
as well as some investors may have ceased accepting cryptocurrencies for certain types of purchases, and stopped investing in businesses involved in cryptocurrencies
businesses due to environmental concerns associated with cryptocurrencies mining. Such developments could have a material and adverse effect on our business, financial
condition and results of operations.
 
We are subject to an extensive, highly evolving and uncertain regulatory landscape and any adverse changes to, or our failure to comply with, any laws and regulations could
adversely affect our brand, reputation, business, operating results and financial condition.
 

Our business is subject to extensive laws, rules, regulations, policies, orders, determinations, directives, treaties and legal and regulatory interpretations and guidance in
the markets in which we operate, including those governing financial services and banking, securities, broker-dealers, crypto asset exchange and transfer, cross-border and
domestic money and crypto asset transmission, privacy, data governance, data protection, cybersecurity, fraud detection, payment services (including payment processing and
settlement services), anti-money laundering and counter-terrorist financing. Many of these legal and regulatory regimes were adopted prior to the advent of the internet, mobile
technologies, crypto assets and related technologies. As a result, some applicable laws and regulations do not contemplate or address unique issues associated with the
cryptoeconomy, are subject to significant uncertainty, and vary widely across U.S. federal, state and local and international jurisdictions. These legal and regulatory regimes,
including the laws, rules and regulations thereunder, evolve frequently and may be modified, interpreted and applied in an inconsistent manner from one jurisdiction to another,
and may conflict with one another. Moreover, the complexity and evolving nature of our business and the significant uncertainty surrounding the regulation of the cryptoeconomy
requires us to exercise our judgment as to whether certain laws, rules and regulations apply to us, and it is possible that governmental bodies and regulators may disagree with our
conclusions. To the extent we have not complied with such laws, rules and regulations, we could be subject to significant fines, revocation of licenses, limitations on our products
and services, reputational harm and other regulatory consequences, each of which may be significant and could adversely affect our business, operating results and financial
condition.
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Our operating results may fluctuate and continue to fluctuate, including due to the highly volatile nature of crypto.
 

Our business operations include cryptocurrency mining and the provision of consultation services, and thus our operating results are dependent on crypto assets and
the broader cryptoeconomy. Due to the highly volatile nature of the cryptoeconomy and the prices of crypto assets, which have experienced and continue to experience significant
volatility, our operating results have, and may continue to, fluctuate significantly in accordance with market sentiments and movements in the broader cryptoeconomy. Our
operating results will continue to fluctuate significantly as a result of a variety of factors, many of which are unpredictable and in certain instances are outside of our control,
including:

 
 ● changes in the legislative or regulatory environment, or actions by U.S. or foreign governments or regulators, including fines, orders or consent decrees;
   
 ● investments we make in the development of products and services as well as technology offered to our developers, international expansion and sales and marketing;
   
 ● our ability to establish and maintain partnerships, collaborations, joint ventures or strategic alliances with third parties;
   
 ● market conditions of, and overall sentiment towards, the cryptoeconomy, including the trading prices of crptocurrencies;
   
 ● macroeconomic conditions, including interest rates and inflation;
   
 ● adverse legal proceedings or regulatory enforcement actions, judgments, settlements or other legal proceeding and enforcement-related costs;
   
 ● the development and introduction of existing and new products and services by us or our competitors;
   
 ● our ability to control costs, including our operating expenses incurred to grow and expand our operations and to remain competitive;
   
 ● system failure, outages or interruptions, including with respect to third-party crypto networks;
   
 ● our lack of control over decentralized or third-party blockchains and networks that may experience downtime, cyber-attacks, critical failures, errors, bugs, corrupted

files, data losses or other similar software failures, outages, breaches and losses; and
   
 ● breaches of security or privacy.
 

As a result of these factors, it is difficult for us to forecast growth trends accurately and our business and future prospects are difficult to evaluate, particularly in the
short term.
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Fluctuations in Filecoin value might impact our operating results and add to our regulatory compliance obligations under applicable law and regulation, including the
Investment Company Act of 1940.
 

Our strategic initiative to achieve an effective storage capacity of 64PiB for Filecoin’s mining business by the end of June 2024, and utilize the remaining available storage
capacity of the Web3 decentralized storage infrastructure to expand our Filecoin mining business, or engage in other cryptocurrency mining businesses, or provide cloud storage
services to other distributed application product operators, could expose us to financial risks, particularly due to the volatile nature of Filecoin’s value. Although currently the
market value of the Filecoins held by us constitutes a minor fraction of our total assets, its influence on our revenue is considerably more pronounced. This disparity means that
our operational results are susceptible to swings in Filecoin’s market value. If the value of Filecoin was to escalate significantly (e.g., $50 per Filecoin), the proportionate value of
our holdings could become a dominant aspect of our asset base. This appreciation might inadvertently categorize us as an investment company under the Investment Company
Act of 1940, introducing additional regulatory and compliance implications, which could disrupt our business model and impact our fiscal health. See also "Risk Factors—If we
were deemed an investment company under the Investment Company Act of 1940, applicable restrictions could make it impractical for us to continue our business as
contemplated and could have a material adverse effect on our business.”
 

Our revenue forecasts are inherently speculative, which are predicated on Filecoin’s price projections and our operational performance. Given the historical volatility
associated with digital currencies, there is uncertainty surrounding these estimates. Factors beyond our control, including market trends, investor attitudes, regulatory
developments and alterations in the Filecoin network, affect Filecoin’s valuation, potentially leading to revenue and financial results that diverge substantially from our projections.
Should the Filecoin price fail to meet our estimates, our revenues might outperform or fall below our expectations.
 

We are aware of the varying perceptions of risk tied to our Filecoin ventures among potential investors. Despite our risk management strategies (e.g., diversifying income
streams, refining our mining processes, etc.), there is no certainty that these measures will fully mitigate the intrinsic volatility of the Filecoin market.
 
Our revenue is partially dependent on the prices of crypto assets. If such price or volume declines, our business, operating results and financial condition would be adversely
affected.
 

We generate a portion of our total revenue from our cryptocurrency mining operations. Declines in the price of crypto assets may result in lower total revenue to us, cause
us to recognize losses and affect the price of our shares.

 
The price of crypto assets and associated demand for buying, selling and trading crypto assets have historically been subject to significant volatility. For instance, in

2017, the value of certain crypto assets, including Bitcoin, experienced steep increases in value, and our customer base expanded worldwide. The increases in value of certain
crypto assets, including Bitcoin, from 2016 to 2017, and then again in 2021, were followed by a steep decline in 2018 and again in 2022, which has adversely affected our net
revenue and operating results. If the value of crypto assets and transaction volume do not recover or further decline, our ability to generate revenue may suffer and customer
demand for our products and services may decline, which could adversely affect our business, operating results and financial condition. The price and trading volume of any
crypto asset is subject to significant uncertainty and volatility, depending on a number of factors, including:

 
 ● market conditions of, and overall sentiment towards, crypto assets and the cryptoeconomy, including, but not limited to, as a result of actions taken by or

developments of other companies in the cryptoeconomy;
 
 ● changes in liquidity, market-making volume and trading activities;
 
 ● trading activities on other crypto platforms worldwide, many of which may be unregulated, and may include manipulative activities;
 
 ● investment and trading activities of highly active consumer and institutional users, speculators, miners and investors;
 
 ● the speed and rate at which crypto is able to gain adoption as a medium of exchange, utility, store of value, consumptive asset, security instrument or other financial



assets worldwide, if at all;
 
 ● decreased user and investor confidence in crypto assets and crypto platforms;
 
 ● negative publicity and events relating to the cryptoeconomy;
 
 ● unpredictable social media coverage or "trending” of, or other rumors and market speculation regarding crypto assets;
 
 ● the ability for crypto assets to meet user and investor demands;
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 ● the functionality and utility of crypto assets and their associated ecosystems and networks, including crypto assets designed for use in various applications;
 
 ● consumer preferences and perceived value of crypto assets and crypto asset markets;
 
 ● increased competition from other payment services or other crypto assets that exhibit better speed, security, scalability or other characteristics;
 
 ● regulatory or legislative changes and updates affecting the cryptoeconomy;
 
 ● the characterization of crypto assets under the laws of various jurisdictions around the world;
 
 ● the adoption of unfavorable taxation policies on crypto asset investments by governmental entities;
 
 ● legal and regulatory changes affecting the operations of miners and validators of blockchain networks, including limitations and prohibitions on mining activities, or

new legislative or regulatory requirements as a result of growing environmental concerns around the use of energy in bitcoin and other proof-of-work mining
activities;

 
 ● ongoing technological viability and security of crypto assets and their associated smart contracts, applications and networks, including vulnerabilities against hacks

and scalability;
 
 ● monetary policies of governments, trade restrictions and fiat currency devaluations; and
 
 ● national and international economic and political conditions.
 

There is no assurance that any crypto asset in which we conduct mining or related operations will maintain its value or that there will be meaningful levels of trading
activities and liquidity. In the event that the price of crypto assets decline, our business, operating results and financial condition, as well as our share price, would be adversely
affected, and we may have to recognize losses or impairments in our investments or other crypto assets due to disruptions in the crypto asset markets.

 
The future development and growth of crypto is subject to a variety of factors that are difficult to predict and evaluate. If crypto does not grow as we expect, our business,
operating results and financial condition could be adversely affected.
 

Crypto assets built on blockchain technology were only introduced in 2008 and remain in the early stages of development. In addition, different crypto assets are
designed for different purposes. Bitcoin, for instance, was designed to serve as a peer-to-peer electronic cash system, while Ethereum was designed to be a smart contract and
decentralized application platform. Many other crypto networks-ranging from cloud computing to tokenized securities networks-have only recently been established. The further
growth and development of any crypto assets and their underlying networks and other cryptographic and algorithmic protocols governing the creation, transfer and usage of
crypto assets represent a new and evolving paradigm that is subject to a variety of factors that are difficult to evaluate, including:
 
 ● many crypto networks have limited operating histories, have not been validated in production, and are still in the process of developing and making significant

decisions that will affect the design, supply, issuance, functionality and governance of their respective crypto assets and underlying blockchain networks, any of
which could adversely affect their respective crypto assets;

 
 ● many crypto networks are in the process of implementing software upgrades and other changes to their protocols, which could introduce bugs, security risks or

adversely affect the respective crypto networks;
 
 ● several large networks, including Bitcoin and Ethereum, are developing new features to address fundamental speed, scalability and energy usage issues. If these

issues are not successfully addressed, or are unable to receive widespread adoption, it could adversely affect the underlying crypto assets;
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 ● security issues, bugs and software errors have been identified with many crypto assets and their underlying blockchain networks, some of which have been exploited

by malicious actors. There are also inherent security weaknesses in some crypto assets, such as when creators of certain crypto networks use procedures that could
allow hackers to counterfeit tokens. Any weaknesses identified with a crypto asset could adversely affect its price, security, liquidity and adoption. If a malicious
actor or botnet (a volunteer or hacked collection of computers controlled by networked software coordinating the actions of the computers) obtains a majority of the
compute or staking power on a crypto network, as has happened in the past, it may be able to manipulate transactions, which could cause financial losses to holders,
damage the network’s reputation and security, and adversely affect its value;

 
 ● the development of new technologies for mining, such as improved application-specific integrated circuits (commonly referred to as ASICs), or changes in industry

patterns, such as the consolidation of mining power in a small number of large mining farms, could reduce the security of blockchain networks, lead to increased
liquid supply of crypto assets and reduce a crypto’s price and attractiveness;

 
 ● if rewards and transaction fees for miners or validators on any particular crypto network are not sufficiently high to attract and retain miners, a crypto network’s

security and speed may be adversely affected, increasing the likelihood of a malicious attack;
 
 ● many crypto assets have concentrated ownership or an "admin key,” allowing a small group of holders to have significant unilateral control and influence over key

decisions related to their crypto networks, such as governance decisions and protocol changes, as well as the market price of such crypto assets;
 
 ● the governance of many decentralized blockchain networks is by voluntary consensus and open competition, and many developers are not directly compensated for

their contributions. As a result, there may be a lack of consensus or clarity on the governance of any particular crypto network, a lack of incentives for developers to
maintain or develop the network and other unforeseen issues, any of which could result in unexpected or undesirable errors, bugs or changes, or stymie such



network’s utility and ability to respond to challenges and grow; and
 
 ● many crypto networks are in the early stages of developing partnerships and collaborations, all of which may not succeed and adversely affect the usability and

adoption of the respective crypto assets.
 

Various other technical issues have also been uncovered from time to time that resulted in disabled functionalities, exposure of certain users’ personal information, theft of
users’ assets and other negative consequences, and which required resolution with the attention and efforts of their global miner, user and development communities. If any such
risks or other risks materialize, and in particular if they are not resolved, the development and growth of crypto may be significantly affected and, as a result, our business,
operating results, and financial condition could be adversely affected.
 
Any failure to safeguard and manage our crypto assets could adversely impact our business, operating results and financial condition.
 

We believe we have developed and maintained administrative, technical and physical safeguards and safeguard our crypto assets and which are designed to comply with
applicable legal requirements and industry standards. However, it is nevertheless possible that hackers, employees or service providers acting contrary to our policies, or others
could circumvent these safeguards to improperly access our systems or documents, or the systems or documents of our business partners, agents or service providers, and
improperly access, obtain, misuse crypto assets and funds. The methods used to obtain unauthorized access, disable or degrade service or sabotage systems are also constantly
changing and evolving and may be difficult to anticipate or detect for long periods of time. Any loss of cash or crypto assets could result in a substantial business disruption,
adverse reputational impact, inability to compete with our competitors and regulatory investigations, inquiries or actions. Any security incident resulting in a compromise of crypto
assets could result in substantial costs to us, expose us to regulatory enforcement actions, limit our ability to provide services, subject us to litigation, significant financial losses,
damage our reputation and adversely affect our business, operating results, financial condition, and cash flows.
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The theft, loss or destruction of private keys required to access any crypto assets held in custody for our own account may be irreversible. If we are unable to access our
private keys or if we experience a hack or other data loss relating to our ability to access any crypto assets, it could cause regulatory scrutiny, reputational harm and other
losses.
 

Crypto assets are generally controllable only by the possessor of the unique private key relating to the digital wallet in which the crypto assets are held. While blockchain
protocols typically require public addresses to be published when used in a transaction, private keys must be safeguarded and kept private in order to prevent a third party from
accessing the crypto assets held in such a wallet. To the extent that any of the private keys relating to our wallets containing crypto assets is lost, destroyed, or otherwise
compromised or unavailable, and no backup of the private key is accessible, we will be unable to access the crypto assets held in the related wallet. Further, we cannot provide
assurance that our wallet will not be hacked or compromised. Crypto assets and blockchain technologies have been, and may in the future be, subject to security breaches, hacking
or other malicious activities. Any loss of private keys relating to, or hack or other compromise of, digital wallets used to store our crypto assets could adversely affect our ability to
access or sell crypto assets, and subject us to significant financial losses in addition to hurting our brand and reputation, result in significant losses and adversely impact our
business.
 
Any gaps in our risk management processes and policies in respect of crypto asset could adversely impact our business, operating results, and financial condition.

 
In late February 2022, Wei Zhu, our former acting Chief Financial Officer, former Co-Chief Executive Officer, and a former member and Co-Chairperson of the Board, and

Minghao Li, a former member of the Board, were suspected of certain criminal offenses unrelated to our Company’s operations and were detained by the Economic Crime
Investigation Detachment of Sheyang County Public Security Bureau, Yancheng City, Jiangsu Province, People’s Republic of China. At the same time, Sheyang Public Security
Bureau wrongly seized the digital assets hardware cold wallet belonging to the Company, along with the cryptocurrencies stored in the hardware cold wallet. Our Company has
since undergone major management personnel changes. As of the date of this annual report, our board and management have taken steps to remedy the gaps in our risk
management processes and policies in relation to our business model and any crypto assets that we hold. Nonetheless, if any future gaps in our risk management processes and
policies were to arise, such deficiencies could adversely impact our business, operating results and financial condition. In turn, such deficiencies would require our Board and
management to make appropriate changes to our risk management processes and policies.
 
Crypto assets deposited with third party custodians are subject to risks attendant with such custody arrangements. If such custodians were to become insolvent, or suffer from
hacking or cybersecurity or other technical failures, or if our assets were to be misused or lost, we may lose ownership or control of our crypto assets, and we may not be able
to recover our losses through legal or other channels.
 

We store a portion of our crypto assets with Coinbase, a third-party platform. Such custody arrangements increase ease of transaction and allow us to access the public
markets and liquidate such assets at the prevailing prices more rapidly. However, this arrangement necessitates the relinquishment of control over our crypto assets. To access
such assets, we rely on the technical platform provided by such third-party platforms and we are also subject to their terms of use.
 

Recent high profile criminal investigations and bankruptcy cases in the U.S., such as those involving FTX and Celsius, highlight the risks of holding crypto assets on
third party platforms. In such cases, it is anticipated that account holders of such platforms will be unlikely to recover the crypto assets they deposited, and are likely to recover
only a fraction of the monetary value of their deposited assets through the bankruptcy and legal framework, if at all. Even if such platform operators maintain insurance policies to
compensate account holders for their losses, certain claims and payouts may be barred by the terms of the insurance policies, especially in the event of fraud, and any insurance
policy payout may not make losses whole and could take substantial periods of time to materialize, if at all. In particular, the insurance maintained by Coinbase with which we store
our cryptocurrency is shared among all of Coinbase’s customers, is not specific to our Company and may not be available or sufficient to protect our Company from all possible
losses or sources of losses. We may be forced to share such insurance proceeds with other clients or customers of Coinbase, which could reduce the amount of such proceeds
that are available to us.

 
If the custodians we rely on to store our crypto assets were to become insolvent, or suffer from hacking or cybersecurity or other technical failures, or if our assets were to

be misused by the platform operator or were to become lost, we may lose ownership or control of our crypto assets, and we may not be able to recover our losses through legal or
other channels. Any such incidents would likely have a material and adverse effect on our business, operating results, financial condition, and the price of our shares.
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The assertion of jurisdiction by U.S. and foreign regulators and other government entities over crypto assets and crypto asset markets could adversely impact our business,
operating results and financial condition.

 
We operate our business in a number of jurisdictions, including the U.S. and China. In the case that U.S. and foreign regulators or other government entities assert

jurisdiction over a business in the crypto asset markets, this could lead to conflicting laws or directives which, in turn, could impede our business operations. Moreover, such
conflicting laws or directives will make it difficult to determine which laws, rules and regulations apply to our business. Additionally, U.S. and foreign regulators as well as other
government entities may disagree with our determination as to which laws, rules and regulations apply to our business. This could lead to additional compliance cost burdens, as
well as increasing our risks of running afoul of laws and regulations from certain jurisdictions in which we operate our business.
 
If we were deemed an investment company under the Investment Company Act of 1940, applicable restrictions could make it impractical for us to continue our business as



contemplated and could have a material adverse effect on our business.
 

We have not been and do not intend to become registered as an "investment company” under the Investment Company Act of 1940, or the 1940 Act. We intend to
conduct our business so as not to become regulated as an investment company under the 1940 Act.

 
Generally, a company will be determined to be an "investment company” if, absent an exclusion or exemption, it is or holds itself out as being engaged primarily, or

proposes to engage primarily, in the business of investing, reinvesting or trading in securities or owns or proposes to acquire investment securities having a value exceeding 40
percent of the value of its total assets (exclusive of U.S. government securities and cash items) on an unconsolidated basis. We refer to this investment company definition test as
the "40 percent test.”

 
We do not hold ourselves out as being engaged primarily, or propose to engage primarily, in the business of investing, reinvesting or trading in securities and believe that

we are not engaged primarily in the business of investing, reinvesting or trading in securities.
 
To ensure that we are not obligated to register as an investment company, we must not exceed the thresholds provided by the 40 percent test. For purposes of the 40

percent test, the term "investment securities” includes all securities but does not include U.S. government securities or securities issued by majority-owned subsidiaries that are
not themselves investment companies and are not relying on Section 3(c)(1) or Section 3(c)(7) of the 1940 Act. Therefore, the assets that we and our subsidiaries hold and acquire
are limited by the provisions of the 1940 Act and the rules and regulations promulgated thereunder.

 
Most crypto assets are regarded as "securities” under U.S. law, and hence, if our holding of cryptocurrencies exceed 40 percent of the value of our total assets, we may

become regarded as an "investment company” under the 1940 Act. We intend to monitor our holdings of crypto assets and other securities to ensure that we do not become
regarded as an "investment company.” If our holding of cryptocurrencies were to exceed such threshold, we will be required to comply with the provisions of the 1940 Act, which
will result in additional compliance costs and regulatory burdens and may materially and adversely affect our business, financial conditions and results.

 
A portion of our business is conducted in the mining, holding and trading of cryptocurrencies. Such holdings may increase in the future. We may also decide in the future

to mine or transact in other types of cryptocurrencies, which may constitute securities under U.S. law, although we have not presently determined definitively the type of
cryptocurrencies we may mine or transact in in the future. We will consult with our legal advisers and abide by all SEC guidance and court rulings in this regard and monitor our
activities in securities transactions, but we currently do not have plans to mine any type of cryptocurrency that constitute "securities” under U.S. law. We have been carrying out
the Filecoin mining business since December 2022. As of the date of this annual report, our two nodes on the Filecoin blockchain have exceeded storage capacity of 64PiB.
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We intend to monitor our status in relation to the 40 percent test by implementing procedures to review, on a semi-annual basis, specifically on June 30 and December 31,
the composition of our assets to ensure that our holdings of Filecoin and other investment securities, if any, do not breach the thresholds specified by the 1940 Act. While we
believe that we currently conduct our business in a manner that does not result in classification as an investment company, there is no assurance that we will be able to maintain
that status. There is a possibility that changes in the value of our Filecoin holdings or in our business model could potentially cause us to exceed the 40% threshold. In the event
that we exceed the 40% threshold, the potential consequences of falling within this classification and not being registered as a 1940 Act company are as follows: (i) restrictions on
business operations; (ii) potential lawsuits involving voidable contracts entered into by an unregistered investment company; (iii) SEC enforcement, including penalties,
injunctions or other sanctions, and additional regulatory and compliance costs; and (iv) management restrictions and additional reporting obligations.
 
Risks Relating to Doing Business in the PRC
 
We conduct a portion of our business operations in China and are subject to the attendant risks of operating in China, including regulatory risks resulting from political and
regulatory changes which may be swift and unexpected.
 

MFH Cayman is not a Chinese operating company but a Cayman Islands holding company with a portion of our operations conducted by our subsidiaries based in China.
Prior to 2022, the majority of our operations were based in mainland China. During 2022, we divested our software development business in mainland China, established a new
management team, and relocated our headquarters to the United States with the newly established Hong Kong office as the operational hub for our business in the Asia Pacific
region. As a result of the recent operational reorganization, the majority of our operations are currently based in the U.S. while part of our technical and back-office team in
mainland China.

 
Investors in our securities are purchasing equity interest in MFH Cayman, a holding company incorporated in the Cayman Islands with business operations in China and

the U.S. and therefore, investors may never hold equity interests in any of our Chinese operating entities. This operating structure may involve unique risks to investors. There are
significant legal and operational risks associated with being based in or having a portion of business operations in China. Any of such risks and uncertainties could result in
material changes in our operations and/or the value of our ordinary shares or could significantly limit or completely hinder our ability to offer or continue to offer ordinary shares
and/or other securities to investors and cause the value of such securities to significantly decline or be worthless. The PRC government has significant authority to exert influence
on the ability of a company with operations in China to conduct business. The PRC government has initiated a series of regulatory actions and has made a number of public
statements on the regulation of business operations in China with little advance notice, including cracking down on illegal activities in the securities market, enhancing supervision
over China-based companies listed overseas, adopting new measures to extend the scope of cybersecurity reviews, and expanding efforts in anti-monopoly enforcement and data
privacy protection. As of the date of this annual report, as advised by our PRC legal adviser, we do not believe that we are subject to: (i) the cybersecurity review with the
Cyberspace Administration of China, or CAC, as our products and services are not offered to individual users but to our institutional customers, we do not possess a large amount
of personal information in our business operations, and our business does not involve the collection of data that affects or may affect national security, implicates cybersecurity,
or involves any type of restricted industry; or (ii) merger control review by China’s anti-monopoly enforcement agency due to the fact that we do not engage in monopolistic
behaviors that are subject to these statements or regulatory actions. However, since these statements and regulatory actions are new, it is highly uncertain how soon legislative or
administrative regulation making bodies will respond and what existing or new laws or regulations or detailed implementations and interpretations will be modified or promulgated,
and, if any, the potential impact such modified or new laws and regulations will have on our daily business operation, ability to accept foreign investments and listing of our
securities on a U.S. or other foreign exchange. In addition, changes in the legal, political and economic policies of the Chinese government, the relations between China and the
United States, or Chinese or U.S. regulations may materially and adversely affect our business, financial condition and results of operations. Any such changes could significantly
limit or completely hinder our ability to offer or continue to offer our securities to investors, and could cause the value of our securities to significantly decline or become
worthless. The PRC government has significant oversight and discretion over the conduct of our business and may intervene with or influence our operations as the government
deems appropriate to further regulatory, political and societal goals. The PRC government has recently published new policies that significantly affected certain industries such as
the education and internet industries, and we cannot rule out the possibility that it will in the future release regulations or policies regarding our industry that could adversely
affect our business, financial condition and results of operations. Furthermore, the PRC government has recently indicated an intent to exert more oversight and control over
overseas securities offerings and other capital markets activities and foreign investment in China-based companies like us. Any such action, once taken by the PRC government,
could significantly limit or completely hinder our ability to offer or continue to offer securities to investors and cause the value of such securities to significantly decline or in
extreme cases, become worthless.
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You may incur additional costs and procedural obstacles in effecting service of legal process, enforcing foreign judgments or bringing actions in Hong Kong against us or
our management based on Hong Kong laws.



 
We currently have one subsidiary in Hong Kong, being Ucon Capital (HK) Limited, and one of our directors, Hui Cheng, is ordinarily resident in Hong Kong. You may

incur additional costs and procedural obstacles in effecting service of legal process, enforcing foreign judgments or bringing actions in Hong Kong against us or our management,
as judgments entered in the U.S. can be enforced in Hong Kong only at common law. If you want to enforce a judgment of the U.S. in Hong Kong, it must be a final judgment
conclusive upon the merits of the claim, for a liquidated amount in a civil matter and not in respect of taxes, fines, penalties or similar charges, the proceedings in which the
judgment was obtained were not contrary to natural justice, and the enforcement of the judgment is not contrary to public policy of Hong Kong. Such a judgment must be for a
fixed sum and must also come from a "competent” court as determined by the private international law rules applied by the Hong Kong courts.

 
Furthermore, foreign judgments of the U.S. courts will not be directly enforced in Hong Kong as there are currently no treaties or other arrangements providing for

reciprocal enforcement of foreign judgments between Hong Kong and the U.S. However, the common law permits an action to be brought upon a foreign judgment. That is to say,
a foreign judgment itself may form the basis of a cause of action since the judgment may be regarded as creating a debt between the parties to it. In a common law action for
enforcement of a foreign judgment in Hong Kong, the enforcement is subject to various conditions, including but not limited to, that the foreign judgment is a final judgment
conclusive upon the merits of the claim, the judgment is for a liquidated amount in civil matter and not in respect of taxes, fines, penalties or similar charges, the proceedings in
which the judgment was obtained were not contrary to natural justice, and the enforcement of the judgment is not contrary to public policy of Hong Kong. Such a judgment must
be for a fixed sum and must also come from a "competent” court as determined by the private international law rules applied by the Hong Kong courts. The defenses that are
available to a defendant in a common law action brought on the basis of a foreign judgment include lack of jurisdiction, breach of natural justice, fraud and contrary to public
policy. However, a separate legal action for debt must be commenced in Hong Kong in order to recover such debt from the judgment debtor. As a result, subject to the conditions
with regard to enforcement of judgments of United States courts being met, including but not limited to the above, a foreign judgment of United States of civil liabilities predicated
solely upon the federal securities laws of the United States or the securities laws of any State or territory within the U.S. could be enforceable in Hong Kong.
 
You may experience difficulties in effecting service of legal process, enforcing foreign judgments or bringing actions in China against us or our management based on
foreign laws.
 

We have one subsidiary in the PRC, being Lianji Future Technology Limited, and many of our managements and directors are PRC nationals. In particular, three of our
directors and officers, Qian Sun, Yukuan Zhang and Cong Huang are ordinarily resident in Mainland China, one of our directors, Hui Cheng, is ordinarily resident in Hong Kong,
and the remaining three of our directors, Shi Qiu, Alan Curtis and Daniel Kelly Kennedy, are ordinarily resident in the United States. As a result, it may be difficult for you to effect
service of process upon us or our management named herein inside mainland China. It may also be difficult for you to enforce in U.S. courts of the judgments obtained in U.S.
courts based on the civil liability provisions of the U.S. federal securities laws against us and our officers and directors as only a portion of them, Shi Qiu, Alan Curtis and Daniel
Kelly Kennedy, currently resides in the United States. In addition, there is uncertainty as to whether the courts of the Cayman Islands or the PRC would recognize or enforce
judgments of U.S. courts against us or such persons predicated upon the civil liability provisions of the securities laws of the United States or any state.

 
As advised by our PRC legal adviser, the recognition and enforcement of foreign judgments are provided for under the PRC Civil Procedures Law. PRC courts may

recognize and enforce foreign judgments in accordance with the requirements of the PRC Civil Procedures Law and other applicable laws, regulations and interpretations based
either on treaties between China and the country where the judgment is made or on principles of reciprocity between jurisdictions. In addition, according to the PRC Civil
Procedures Law, the PRC courts will not enforce a foreign judgment against us or our directors and officers if they decide that the judgment violates the basic principles of PRC
laws or national sovereignty, security or public interest. As a result, it is uncertain whether and on what basis a PRC court would enforce a judgment rendered by a court in the
United States. Furthermore, class action lawsuits, which are available in the United States for investors to seek remedies, are generally uncommon in China.
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We may rely on dividends and other distributions on equity paid by our PRC and Hong Kong subsidiaries to fund any cash and financing requirements we may have, and any
limitation on the ability of our PRC and Hong Kong subsidiaries to make payments to us could have a material and adverse effect on our ability to conduct our business.
 

We are a Cayman Islands holding company and we may in the future rely on dividends and other distributions on equity from our PRC and Hong Kong subsidiaries for our
cash requirements, including the funds necessary to pay dividends and other cash distributions to our shareholders for services of any debt we may incur. If our PRC and Hong
Kong subsidiaries incur debt on its own behalf in the future, the instruments governing the debt may restrict its ability to pay dividends or make other distributions to us. Under
PRC laws and regulations, our PRC subsidiaries which are foreign-owned enterprises may pay dividends only out of its respective accumulated profits as determined in accordance
with PRC accounting standards and regulations. In addition, a foreign-owned enterprise, according to the PRC companies law, is required to set aside at least 10% of its
accumulated after-tax profits each year, if any, to fund a certain statutory reserve fund, until the aggregate amount of such fund reaches 50% of its registered capital. Such reserve
funds cannot be distributed to us as dividends.

 
Our PRC subsidiaries generate essentially all of their revenue in Renminbi, which is not freely convertible into other currencies. As a result, any restriction on currency

exchange may limit the ability of our PRC subsidiary to use their Renminbi revenues to pay dividends to us.
 
The PRC government may continue to strengthen its capital controls, and more restrictions and substantial vetting process may be put forward by SAFE for cross-border

transactions falling under both the current account and the capital account. Any limitation on the ability of our PRC subsidiary to pay dividends or make other kinds of payments
to us could materially and adversely limit our ability to grow, make investments or acquisitions that could be beneficial to our business, pay dividends, or otherwise fund and
conduct our business.

 
In addition, the Enterprise Income Tax Law and its implementation rules provide that a withholding tax rate of up to 10% will be applicable to dividends payable by Chinese

companies to non-PRC-resident enterprises unless otherwise exempted or reduced according to treaties or arrangements between the PRC central government and governments of
other countries or regions where the non-PRC-resident enterprises are incorporated.

 
Regulation and censorship of information disseminated over the internet in the PRC could adversely affect our business in China, and we could be liable for information
displayed on, retrieved from or linked to our website.

 
China has enacted laws and regulations governing internet access and the distribution of products, services, news, information and other content through the internet. In the

past, the PRC government has prohibited the distribution of information through the internet that it deems to violate PRC laws and regulations. If any of our internet content was
deemed by the PRC government to violate any content restrictions, we would not be able to continue to display such content and could become subject to penalties, including
confiscation of income, fines, suspension of business and revocation of required licenses, which could adversely affect the business, financial condition and results of operations
of our China subsidiaries. We could also be subject to potential liability for any unlawful actions of users of our website or for the content we distribute that is deemed
inappropriate. It could be difficult to determine the type of content that could result in liability to us, and if we are found to be liable, we could be prevented from operating our
website in China.

 
A failure by our shareholders or beneficial owners who are PRC citizens or residents in the PRC to comply with certain PRC foreign exchange regulations could restrict our
ability to distribute profits, restrict our overseas and cross-border investment activities or subject us to liability under PRC laws, which could adversely affect our business
and financial condition.

 
The State Administration of Foreign Exchange, or SAFE, issued the Circular Relating to Foreign Exchange Administration of Offshore Investment, Financing and Return

Investment by Domestic Residents Utilizing Special Purpose Vehicles, or SAFE Circular 37, that was promulgated and become effective on July 14, 2014. It requires a PRC natural
person or a PRC company, or a PRC Resident, to file a "Registration Form of Overseas Investments Contributed by PRC Resident” and register with the local SAFE branch before it
contributes assets or equity interests in an overseas special purpose vehicle, or SPV, that is directly established and controlled by PRC Resident to conduct investment or



financing. Following the initial registration, the PRC resident is also required to register with the local SAFE branch timely for any major change in respect of SPV, including, among
other things, any major change of SPV’s PRC Resident shareholder, name of the SPV, term of operation or any increase or reduction of the SPV’s registered capital, share transfer
or swap, and merger or division. Failure to comply with the registration procedures of Circular 37 could result in the penalties including the imposition of restrictions on the ability
of SPV’s PRC subsidiaries to dividends to its overseas parent company.
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It remains unclear how this regulation and any future related legislation will be interpreted, amended and implemented by the relevant PRC government authorities. As of
December 31, 2023, to the best of our knowledge, most of our PRC Resident shareholders with offshore investments had not registered their offshore investments with SAFE
according to the predecessor regulation of Circular 37, namely the Notice on Relevant Issues Concerning Foreign Exchange Administration for PRC Residents Engaging in
Financing and Roundtrip Investments via Overseas Special Purpose Vehicles, or SAFE Circular 75, which was replaced by the SAFE Circular 37 but still effective when the relevant
PRC shareholders made their investments. If the PRC government determined that our PRC Resident shareholders are required to make the registration regarding their offshore
investment under Circular 37, both they and us may be subject to fines by the PRC government.

 
We are committed to complying, and to ensuring that our shareholders and beneficial owners who are PRC citizens or residents comply with SAFE Circular 37 requirements.

The rest of our PRC citizen or resident beneficial owners are also applying for registrations under SAFE Circular 37 with the relevant local counterpart of SAFE. However, we might
not be fully informed of the identities of all our beneficial owners who are PRC citizens or residents, and we cannot compel our beneficial owners to comply with SAFE Circular 37
requirements. As a result, we cannot assure you that all of our shareholders or beneficial owners who are PRC citizens or residents have complied with, or will in the future make or
obtain the necessary any applicable registrations or approvals as required by, SAFE Circular 37 or other related regulations. Failure by such shareholders or beneficial owners to
comply with SAFE Circular 37, or failure by us to amend the foreign exchange registrations of our PRC subsidiary, could subject us to fines or legal sanctions, restrict our overseas
or cross-border investment activities, limit our subsidiaries’ ability to make distributions or pay dividends or affect our ownership structure, which could adversely affect our
business and prospects. Failure by us to amend the foreign exchange registrations in compliance with SAFE Circular 37 could subject us to fines or legal sanctions restrict our
overseas or cross-border ownership structure, which could adversely affect our business and prospects.

 
A failure to comply with PRC regulations regarding the registration of shares and share options held by our employees who are PRC citizens could subject such employees or
us to fines and legal or administrative sanctions.

 
Pursuant to the Implementation Rules of the Administrative Measures on Individual Foreign Exchange, or the Individual Foreign Exchange Rules, promulgated by SAFE on

January 5, 2007 and amended on May 2016, a relevant guidance issued by SAFE in March 2007 and Notices on Issues concerning the Foreign Exchange Administration for
Domestic Individuals Participating in Stock Incentive Plan of Overseas Publicly-Listed Company, or the Stock Option Rules, on February 15, 2012 that replaces the guidance issued
in March 2007, PRC citizens who are granted shares or share options by an overseas-listed company according to its employee share option or share incentive plan are required,
through the PRC subsidiary of such overseas-listed company or other qualified PRC agents selected by such PRC subsidiary, to register with SAFE and complete certain other
procedures related to the share option or other share incentive plan. In addition, the PRC agent is required to amend the SAFE registration with respect to the stock incentive plan
if there is any material change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other material changes. For participants who had already
participated in an employee share option or share incentive plan before the date of the guidance, the guidance requires their PRC employers or PRC agents to complete the relevant
formalities within three months of the date of the guidance. We and our PRC citizen employees who have been granted share options, or PRC option holders, are subject to these
rules. If we or our PRC option holders fail to comply with these rules, we or our PRC option holders could be subject to fines and legal or administrative sanctions.
 
It may be difficult for overseas regulators to conduct investigations or collect evidence within China.
 

Shareholder claims or regulatory investigation that are common in the United States generally are difficult to pursue as a matter of law or practicality in China. For example,
in China, there are significant legal and other obstacles to providing information needed for regulatory investigations or litigation initiated outside China. Although the authorities
in China may establish a regulatory cooperation mechanism with the securities regulatory authorities of another country or region to implement cross-border supervision and
administration, such cooperation with the securities regulatory authorities in the Unities States may not be efficient in the absence of mutual and practical cooperation mechanism.
Furthermore, according to Article 177 of the PRC Securities Law, which became effective in March 2020 ("Article 177”), no overseas securities regulator is allowed to directly
conduct investigation or evidence collection activities within the territory of the PRC. In addition, entities or individuals are prohibited from providing documents and information
in connection with any securities business activities to any organizations and/or persons aboard without the prior consent of the securities regulatory authority of the State
Council and the competent departments of the State Council. Article 26 of the Trial Measures, or the Article 26, which was issued by the CSRC on February 17, 2023 and came into
effect on March 31, 2023, sets out that where an overseas securities regulatory agency intends to conduct investigation and evidence collection regarding overseas offering and
listing activities by a domestic company, and request assistance of the CSRC under relevant cross-border securities regulatory cooperation mechanisms, the CSRC may provide
necessary assistance in accordance with law. Any domestic entity or individual providing documents and materials requested by an overseas securities regulatory agency out of
investigative or evidence collection purposes shall not provide such information without prior approval from the CSRC and competent authorities under the State Council. In
addition, Article 11 of the Provisions on Strengthening Confidentiality and Archives Administration in Respect of Overseas Issuance and Listing of Securities by Domestic
Enterprises, or the Article 11, which was jointly issued by the CSRC, the Ministry of Finance, the State Secrecy Administration and the State Archives Bureau on February 24, 2023
and came into effect on March 31, 2023, specifies that, (a) where the overseas securities regulator and the relevant competent authorities request to conduct inspections or
investigations to collect evidence from a domestic enterprise and the domestic securities firms and securities service agencies providing corresponding services regarding the
overseas offering and listing activities of the domestic enterprise, the inspection or investigation shall be carried out under the cross-border regulatory cooperation mechanism,
and the CSRC or the relevant authorities shall provide the requisite assistance pursuant to the bilateral and multilateral cooperation mechanism, and (b) relevant domestic
companies, securities firms and securities service agencies shall obtain the consent of the CSRC or the relevant administrative authorities prior to cooperating in the inspection or
investigation carried out by the overseas securities regulator or relevant administrative authorities or providing documents and materials for cooperating in the inspection or
investigation. While detailed interpretation of or implementation rules under Article 177, the Article 26 and the Article 11 have yet to be promulgated, the inability for an overseas
securities regulator to directly conduct investigation or evidence collection activities within China may further increase difficulties faced by you in protecting your interests.
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It may be difficult for overseas shareholders and/or regulators to conduct investigations or collect evidence within Hong Kong.
 

The Securities and Futures Commission of Hong Kong ("SFC”) is a signatory to the International Organization of Securities Commissions Multilateral Memorandum of
Understanding ("MMOU”), which provides for mutual investigatory and other assistance and exchange of information between securities regulators around the world, including
the SEC. This is also reflected in section 186 of the Securities and Futures Ordinance ("SFO”) which empowers the SFC to exercise its investigatory powers to obtain information
and documents requested by non-Hong Kong regulators, and section 378 of the SFO which allows the SFC to share confidential information and documents in its possession with
such regulators. However, there is no assurance that such cooperation will materialize, or if it does, whether it will adequately address any efforts to investigate or collect evidence
to the extent that may be sought by the U.S. regulators.
 
Risks Relating to Our Ordinary Shares
 
The trading price of our shares could be volatile, which would result in substantial losses to investors.

 
The trading price of our ordinary shares could be volatile and could fluctuate widely in response to factors relating to our business as well as external factors beyond our

control. Factors such as variations in our financial results, announcements of new business initiatives by us or by our competitors, recruitment or departure of key personnel,



changes in the estimates of our financial results or changes in the recommendations of any securities analysts electing to follow our securities or the securities of our competitors
could cause the market price for our shares to change substantially. At the same time, securities markets could from time-to-time experience significant price and volume
fluctuations that are not related to the operating performance of particular companies.

 
The performance and fluctuation of the market prices of other companies with business operations located mainly in the PRC that have listed their securities in the United

States could affect the volatility in the price of and trading volumes for our shares. In recent years, several PRC companies have listed their securities, or are in the process of
preparing for listing their securities, on U.S. stock markets. Some of these companies have experienced significant volatility, including significant price declines in connection with
their initial public offerings. The trading performances of these PRC companies’ securities at the time of or after their offerings could affect the overall investor sentiment towards
PRC companies listed in the United States and consequently could affect the trading performance of our shares. These broad market and industry factors could significantly affect
the market price and volatility of our shares, regardless of our actual operating performance. Any of these factors could result in large and sudden changes in the trading volume
and price for our shares.

 
Substantial future sales of our shares in the public market, or the perception that these sales could occur, could cause our ordinary share price to decline.
 

Additional sales of our ordinary shares in the public market, or the perception that these sales could occur, could cause the market price of our shares to decline. As of
February 28, 2023, we completed the share consolidation to the authorized share capital (the "Share Consolidation”) at a ratio of four hundred (400)-for-one (1) with the par value of
each ordinary share changed to US$0.004 per ordinary share, suspended our ADRs program and commenced trading our ordinary shares. As of April 12, 2024, we had 60,819,897
ordinary shares issued and outstanding. If part or all of these shares are sold in the public market or if any other existing shareholders sell a substantial amount of their shares, the
prevailing market price for our shares could be adversely affected. Such sales also might make it more difficult for us to sell equity or equity-related securities in the future at a time
and price that we deem appropriate.
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If we fail to maintain the Nasdaq minimum market value of publicly held shares, minimum bid requirements or minimum stockholder equity standard, our shares could face
the risk of being delisted.

 
On May 13, 2022, we received a deficiency notice from Nasdaq that stated the Company did not comply with Nasdaq’s Listing Rule 5250(c)(1) due to its failure to file its annual

report on Form 20-F for the period ended December 31, 2021 (the "Filing”). Nasdaq informed the Company that it had a period of 14 days until May 27, 2022 to submit a plan (the
"Plan”) to Nasdaq detailing how the Company planned to regain compliance with Nasdaq’s continued listing requirements. On June 22, 2022, we received a determination letter
from Nasdaq that we had regained compliance under Listing Rule 5250(c)(1) based on the filing of our annual report on Form 20-F on June 15, 2022 for the period ended December
31, 2021.

 
If we fail to maintain compliance with Nasdaq’s listing rules, we could be subject to suspension and delisting proceedings. If the Company’s shares lose their listing status on

The Nasdaq Capital Market, they would likely trade in the over-the-counter market, and selling such securities could be more difficult because smaller quantities of securities would
likely be bought and sold, transactions could be delayed, and security analysts’ coverage may be reduced. In addition, in the event our securities are delisted, broker-dealers have
certain regulatory burdens imposed upon them, which may discourage broker-dealers from effecting transactions in our securities, further limiting the liquidity of such securities. A
determination that our shares are "penny stocks” will require brokers trading in our shares to adhere to more stringent rules and possibly result in a reduced level of trading
activity in the secondary trading market for our common stock. These factors could result in lower prices and larger spreads in the bid and ask prices for our securities. Any
delisting from The Nasdaq Capital Market and continued or further declines in our share price could also greatly impair our ability to raise additional necessary capital through
equity or debt financing, and could significantly increase the ownership dilution to stockholders caused by our issuing equity in financing or other transactions.

 
We are a foreign private issuer within the meaning of the rules under the Exchange Act, and as such we are exempt from certain provisions applicable to U.S. domestic public
companies.

 
Because we qualify as a foreign private issuer under the Exchange Act, we are exempt from certain provisions of the securities rules and regulations in the United States that

are applicable to U.S. domestic issuers, including:
 
● the rules under the Exchange Act requiring the filing with the SEC of quarterly reports on Form 10-Q or current reports on Form 8-K;
 
● the sections of the Exchange Act regulating the solicitation of proxies, consents, or authorizations in respect of a security registered under the Exchange Act;
 
● the sections of the Exchange Act requiring insiders to file public reports of their stock ownership and trading activities and liability for insiders who profit from trades

made in a short period of time; and
 
● the selective disclosure rules by issuers of material nonpublic information under Regulation FD.
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We are required to file an annual report on Form 20-F within four months of the end of each fiscal year. In addition, press releases relating to financial results and material
events will also be furnished to the SEC on Form 6-K. However, the information we are required to file with or furnish to the SEC will be less extensive and less timely compared to
that required to be filed with the SEC by U.S. domestic issuers. As a result, you may not be afforded the same protections or information that would be made available to you were
you investing in a U.S. domestic issuer.

 
As a foreign private issuer, we are permitted to, and we plan to, rely on exemptions from certain Nasdaq corporate governance standards applicable to U.S. issuers, including
the requirement that a majority of an issuer’s directors consist of independent directors. This might afford less protection to holders of our ordinary shares.

 
Section 5605(b)(1) of the Nasdaq Listing Rules requires listed companies to have, among other things, a majority of its board members to be independent, and Section 5605(d)

and 5605(e) require listed companies to have independent director oversight of executive compensation and nomination of directors. As a foreign private issuer, however, we are
permitted to, and we plan to follow the home country practice in lieu of the above requirements. The corporate governance practice in our home country, the Cayman Islands, does
not require a majority of our board to consist of independent directors or the implementation of a nominating and corporate governance committee. We have informed Nasdaq that
we will follow home country practice in place of all of the requirements of Rule 5600 other than those rules which we are required to follow pursuant to the provisions of Rule
5615(a)(3).

 
● Rule 5605(b), pursuant to which (i) a majority of the board of directors must be comprised of Independent Directors, and (ii) the Independent Directors must have regularly

scheduled meetings at which only Independent Directors are present.
 
● Rule 5605(c) (other than those parts as to which the home country exemption is not applicable), pursuant to which each company must have, and certify that it has and

will continue to have, an audit committee of at least three members, each of whom must meet criteria set forth in Rule 5605(c)(2)(A).
 
● Rule 5605(d), pursuant to which each company must (i) certify that it has adopted a formal written compensation committee charter and that the compensation committee



will review and reassess the adequacy of the formal written charter on an annual basis, and (ii) have a compensation committee of at least two members, each of whom
must be an Independent Director.

 
● Rule 5605(e), pursuant to which director nominees must be selected, or recommended for the Board’s selection, either by Independent Directors constituting a majority of

the Board’s Independent Directors in a vote in which only Independent Directors participate, or a nominations committee comprised solely of Independent Directors.
 
● Rule 5610, pursuant to which each company shall adopt a code of conduct applicable to all directors, officers and employees.
 
● Rule 5620(a), pursuant to which each company listing common stock or voting preferred stock, or their equivalents, shall hold an annual meeting of shareholders no later

than one year after the end of the issuer’s fiscal year-end.
 
● Rule 5620(b), pursuant to which each company shall solicit proxies and provide proxy statements for all meetings of shareholders and shall provide copies of such proxy

solicitation to Nasdaq.
 
● Rule 5620(c), pursuant to which each company that is not a limited partnership shall provide for a quorum as specified in its by-laws for any meeting of the holders of

common stock; provided, however, that in no case shall such quorum be less than 33% (1/3) of the outstanding shares of the company’s common voting stock.
 
● Rule 5630, pursuant to which each company that is not a limited partnership shall conduct an appropriate review and oversight of all related party transactions for

potential conflict of interest situations on an ongoing basis by the company’s audit committee or another independent body of the board of directors.
 
● Rule 5635(a), pursuant to which shareholder approval is required in certain circumstances prior to an issuance of securities in connection with the acquisition of the stock

or assets of another company.
 
● Rule 5635(b), pursuant to which shareholder approval is required prior to the issuance of securities when the issuance or potential issuance will result in a change of

control of the company.
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● Rule 5635(c), pursuant to which shareholder approval is required prior to the issuance of securities when a stock option or purchase plan is to be established or materially
amended or other equity compensation arrangement made or materially amended, pursuant to which stock may be acquired by officers, directors, employees, or
consultants, subject to certain exceptions.

 
● Rule 5635(d), pursuant to which shareholder approval is required prior to the issuance of securities in connection with a transaction other than a public offering involving:
 

○ the sale, issuance or potential issuance by the company of common stock (or securities convertible into or exercisable for common stock) at a price less than the
greater of book or market value which together with sales by officers, directors or Substantial Shareholders of the company equals 20% or more of common stock or
20% or more of the voting power outstanding before the issuance; or

 
○ the sale, issuance or potential issuance by the company of common stock (or securities convertible into or exercisable common stock) equal to 20% or more of the

common stock or 20% or more of the voting power outstanding before the issuance for less than the greater of book or market value of the stock.
 

Anti-takeover provisions in our charter documents could discourage a third-party from acquiring us, which could limit our shareholders’ opportunities to sell their shares at
a premium.

 
Our fifth amended and restated memorandum and articles of association include provisions that could limit the ability of others to acquire control of us, modify our structure or

cause us to engage in change-of-control transactions. For example, our board of directors will have the authority, without further action by our shareholders, to issue preferred
shares in one or more series and to fix the designations, powers, preferences and relative, participating, optional and other rights, if any, and the qualifications, limitations and
restrictions thereof, if any, including, without limitation, the number of shares constituting each such class or series, dividend rights, conversion rights, redemption privileges,
voting powers, full or limited or no voting powers, and liquidation preferences, any or all of which could be greater than the rights associated with our ordinary shares. Preferred
shares could thus be issued quickly with terms calculated to delay or prevent a change in control or make removal of management more difficult. In addition, if our board of
directors issues preferred shares, the market price of our ordinary shares could fall and the voting and other rights of the holders of our ordinary shares could be adversely
affected. These provisions could have the effect of depriving our shareholders of an opportunity to sell their shares at a premium over prevailing market prices by discouraging
third parties from seeking to obtain control of us in a tender offer or similar transaction.

 
We are a Cayman Islands company and, because judicial precedent regarding the rights of shareholders is more limited under Cayman Islands law than under U.S. law, you
could have less protection of your shareholder rights than you would under U.S. law.

 
Our corporate affairs are governed by our fifth amended and restated memorandum and articles of association, the Cayman Islands Companies Act (As Revised), as amended,

and the common law of the Cayman Islands. The rights of shareholders to take action against the directors, actions by noncontrolling shareholders and the fiduciary
responsibilities of our directors to us under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands. The common law of the Cayman Islands
is derived in part from comparatively limited judicial precedent in the Cayman Islands as well as from English common law, which has persuasive, but not binding, authority on a
court in the Cayman Islands. The rights of our shareholders and the fiduciary responsibilities of our directors under Cayman Islands law are not as clearly established as they
would be under statutes or judicial precedent in some jurisdictions in the United States. In particular, the Cayman Islands has a less developed body of securities laws than the
United States and provides significantly less protection to investors. In addition, some U.S. states, such as Delaware, have more fully developed and judicially interpreted bodies
of corporate law than the Cayman Islands.

 
There is uncertainty concerning Cayman Islands law related to whether a judgment obtained from the U.S. courts under civil liability provisions of U.S. securities laws will be

determined by the courts of the Cayman Islands as penal or punitive. If such a determination is made, the courts of the Cayman Islands will not recognize or enforce the judgment
against a Cayman Islands company, such as our company. As the courts of the Cayman Islands have yet to rule on making such a determination on judgments obtained from U.S.
courts under civil liability provisions of U.S. securities laws, it is uncertain whether such judgments would be enforceable in the Cayman Islands. Our Cayman Islands counsel has
advised us that although there is no statutory enforcement in the Cayman Islands of judgments obtained in the federal or state courts of the United States, a judgment obtained in
such jurisdiction will be recognized and enforced in the courts of the Cayman Islands at common law, without any re-examination of the merits of the underlying dispute, by an
action commenced on the foreign judgment debt in the Grand Court of the Cayman Islands, provided such judgment:

 
● is given by a foreign court of competent jurisdiction;
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● imposes on the judgment debtor a liability to pay a liquidated sum for which the judgment has been given;
 



● is final and conclusive;
 
● is not in respect of taxes, a fine or a penalty;
 
● is not inconsistent with a Cayman Islands judgment in respect of the same matter; and
 
● is not impeachable on the grounds of fraud and was not obtained in a manner and is not of a kind the enforcement of which is contrary to natural justice or the public

policy of the Cayman Islands
 
You should also read "Item 10. Additional Information—B. Memorandum and Articles of Association—Differences in Corporate Law” for some of the differences between the

corporate and securities laws in the Cayman Islands and the United States.
 

You will have limited ability to bring an action against us or against our directors and officers, or to enforce a judgment against us or them, because we are incorporated in
the Cayman Islands, because we conduct parts of our operations in the PRC and Hong Kong and because some of our directors and officers reside outside the United States.

 
We are incorporated in the Cayman Islands and conduct our operations in the United States, the PRC and Hong Kong. A significant part of our assets are located outside the

United States. Some of our officers and directors reside outside the United States and a substantial portion of the assets of those persons are located outside of the United States.
As a result, it could be difficult or impossible for you to bring an action against us or against these individuals in the Cayman Islands or in the PRC or in Hong Kong in the event
that you believe that your rights have been infringed under the applicable securities laws or otherwise. Even if you are successful in bringing an action of this kind, the laws of the
Cayman Islands, of China and of Hong Kong could render you unable to enforce a judgment against our assets or the assets of our directors and officers. In addition, there is
uncertainty as to whether the courts of the Cayman Islands or the PRC or Hong Kong would recognize or enforce judgments of U.S. courts against us or such persons predicated
upon the civil liability provisions of the securities laws of the United States or any state, and it is uncertain whether such Cayman Islands or PRC or Hong Kong courts would be
competent to hear original actions brought in the Cayman Islands or China or Hong Kong against us or such persons predicated upon the securities laws of the United States or
any state.

 
Shareholders of Cayman Islands exempted companies such as ourselves have no general rights under Cayman Islands law to inspect corporate records and accounts or to

obtain copies of lists of shareholders of these companies (apart from our memorandum and articles of association, special resolutions of our shareholders and the register of
mortgages and charges). Our directors have discretion under Cayman Islands law to determine whether or not, and under what conditions, our corporate records could be
inspected by our shareholders, but are not obliged to make them available to our shareholders. This could make it more difficult for you to obtain the information needed to
establish any facts necessary for a shareholder motion or to solicit proxies from other shareholders in connection with a proxy contest.

 
As a result of all of the above, public shareholders might have more difficulty in protecting their interests in the face of actions taken by management, members of the board of

directors or controlling shareholders than they would as public shareholders of a U.S. company.
 

Compliance with rules and requirements applicable to public companies could cause us to incur increased costs, which could negatively affect our results of operations.
 
As a public company, we have incurred and will continue to incur significant legal, accounting and other expenses that we did not incur as a private company, including costs

associated with public company reporting requirements. We ceased to be an "emerging growth company” on December 31, 2020, and are no longer eligible for reduced disclosure
requirements and exemptions applicable to emerging growth companies. We expect that our loss of emerging growth company status will require additional attention from
management and will result in increased costs to us, which could include higher legal fees, accounting fees and fees associated with investor relations activities, among others. We
have also incurred and will continue to incur costs associated with corporate governance requirements, including requirements of the Sarbanes-Oxley Act, as well as rules
implemented by the SEC and Nasdaq Capital Market, has requirements in corporate governance practices of public companies. We expect these rules and regulations to continue
to increase our legal, accounting and financial compliance costs and to make certain corporate activities more time-consuming and costly. Complying with these rules and
requirements could be especially difficult and costly for us because we might have difficulty locating sufficient personnel in China with experience and expertise relating to U.S.
GAAP and U.S. public company reporting requirements, and such personnel could command higher salaries relative to what similarly experienced personnel would command in the
United States. If we cannot employ sufficient personnel to ensure compliance with these rules and regulations, we might need to rely more on outside legal, accounting and
financial experts, which could be very costly. In addition, we will incur additional costs associated with our public company reporting requirements. We are evaluating and
monitoring developments to these rules, and we cannot predict or estimate the amount of additional costs we might incur or the timing of such costs.
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ITEM 4. INFORMATION ON THE COMPANY
 
A. History and Development of the Company

 
We were originally a group buying and B2C e-commerce platform in China under the name of "Beijing Wowo Tuan Information Technology Co., Ltd.” To facilitate investment

in our company, we incorporated Wowo Limited in Cayman Islands as a holding company in July 2011.
 
In April 2015, Wowo Limited completed the initial public offering and listed our ADSs on the Nasdaq Stock Market under the symbol "WOWO.” We raised approximately

$37.3 million in net proceeds from our initial public offering after deducting underwriting commissions and the offering expenses payable by us.
 
In June 2015, we acquired Join Me Group (HK) Investment Company Limited to establish our food services industry B2B business. We issued 741,422,780 ordinary shares and

paid $30.0 million as consideration for the acquisition.
 
In September 2015, we divested our group buying and B2C e-commerce businesses to focus our efforts on our food services industry B2B business.
 
In September 2015, we raised $15.0 million in a private placement transaction with Mr. Maodong Xu.
 
In June 2016, we changed the trading symbol for our ADSs listed on the Nasdaq Global Market to "JMU.” In December 2016, we also changed our company name to JMU

Limited.
 
In August 2016, TANSH Global Food Group Co., Ltd, which was formerly known as Xiao Nan Guo Restaurants Holdings Limited, a Hong Kong Stock Exchange listed

company (Stock Code: 3666), through its wholly-owned subsidiary, acquired a 9.82% stake in our company via secondary transfers for a total consideration of HK$368 million
(approximately $47.5 million).

 
In July 2018, we changed the ratio of our ADSs to ordinary shares from one ADS representing 18 ordinary shares to one ADS representing 180 ordinary shares.
 
In May 2019, we acquired Mercurity Limited (previously known as Unicorn Investment Limited) to establish our blockchain-based digital asset infrastructure solutions

business. We issued 632,660,858 new ordinary shares as consideration for the acquisition.
 
In July 2019, we divested our B2B services to food-industry suppliers and customers by selling all the issued and outstanding shares of New Admiral Limited, or New Admiral,

our former wholly-owned subsidiary, to Marvel Billion Development Limited, or Marvel Billion, in exchange for $1.0 million in cash. In addition, the buyer and the divested entities



agreed to waive all the rights and claims with respect to the liabilities owed by us to the divested entities.
 
In January 2020, we transferred the listing of our ADSs from the Nasdaq Global Market to the Nasdaq Capital Market.
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In February 2020, we changed the trading symbol for our ADSs listed on the Nasdaq Capital Market to "MFH.”
 
In March 2020, we acquired the entire ownership of NBpay Investment Limited, or NBpay, to further strengthen our capabilities in the blockchain-enabled payment solutions.

We issued 761,789,601 new ordinary shares to Mr. Kaiming Hu, our principal shareholder and the sole shareholder of Kuali Yitong, as consideration for the acquisition.
 
In April 2020, we changed our company name to "Mercurity Fintech Holding Inc.” to align the company name with our new blockchain-based digital asset infrastructure

solutions business.
 
In May 2020, we changed the ratio of our ADSs to ordinary shares from one ADS representing 180 ordinary shares to one ADS representing 360 ordinary shares.
 
In August 2021, we added cryptocurrency mining as one of our main businesses going forward. We had entered into cryptocurrency mining pools by executing a business

contract with a collective mining service provider on October 22, 2021 to provide computing power to the mining pool and derived USD$664,307 related revenue in 2021 and
USD$783,089 related revenue in the first half of 2022.
 

On January 15, 2022, we disposed both of the VIEs, both of which were under the control by Lianji Future, a wholly foreign owned subsidiary of the Company.
 
On February16, 2022, the former acting Chief Financial Officer Wei Zhu, who was also the Company’s former Co-Chief Executive Officer, and a former member and Co-

Chairperson of the Board, was taken away from the Company’s office in Shenzhen, China for personal reasons to cooperate with the investigation from Sheyang County Public
Security Bureau, Yancheng City, Jiangsu Province, People’s Republic of China. At the same time, Sheyang County Public Security Bureau forcibly removed the safe belonging to
the Company that stored the digital asset hardware cold wallet, and forcibly destroyed the safe and seized the crypto asset hardware cold wallet and all crypto assets stored in it,
and we verified that 95.23843 Bitcoins and 2005537.5 USD Coins stored in the out-of-control wallet had been transferred to another unknown wallet. PRC law firm Deheng Law
Office ("Deheng”) has been representing the Company in our efforts to recover the wrongfully seized cold wallet and cryptocurrencies from the Public Security Bureau.

 
Due to the dismantling of the VIEs and the cessation of all business related to the digital asset transaction platforms, the temporary difficulties caused by the impoundment of

our cryptocurrencies and substantial changes of our original technical team in China in 2022, our blockchain technical services business did not generate any revenue in 2022.
 

In July 2022, we added consultation services to our business, providing business consultation services to international corporate clients, especially those in the blockchain
industry. Meanwhile, we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and digital
payment business. However, due to resource restraints, we have ceased our development plans in digital payment business, including digital payment services and solution
consulting, and applications for the required money transmit licenses since March 2024.

 
On July 15, 2022, we incorporated Mercurity Fintech Technology Holding Inc. ("MFH Tech”) to develop distributed computing and storage services (including

cryptocurrency mining and providing cloud storage services for distributed application product operators) and consultation services.
 

On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized
storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our ordinary
shares. The investment was made with an aim to own mining machines capable of gathering, processing, and storing vast amounts of data, to advance the cryptocurrency mining
business, and to further solidify us as a pioneer in the creation of the Web3 framework. On December 20, 2022, the assets began to be used for Filecoin ("FIL”) mining operations
and derived USD$348 related revenue in 2022. In January 2023, we transferred all of the Web3 decentralized storage infrastructure to our US subsidiary MFH Tech, which serves as
the operating entity for our business of Filecoin mining and cloud storage services for distributed application product operators.

 
On December 29, 2022, the Company’s Board of Directors approved to proceed with: 1) the share consolidation and simultaneous change of the ADR ratio; 2) the transfer of

the register of members of the Company; and 3) the termination of the deposit agreement. The Board approved the proposal on the share consolidation to the authorized share
capital (the "Share Consolidation”) at a ratio of four hundred (400)-for-one (1) with the par value of each ordinary share changed to US$0.004 per ordinary share. Further, as
approved by the Board, the Company will effect a simultaneous change of the American Depositary Receipts ("ADRs”) to ordinary share ratio from 1-to-360 to 1-to-1 (the "ADR
Ratio Change”). The Board approved to terminate the Deposit Agreement, as amended (the "Deposit Agreement”) effective on February 28, 2023, by and among the Company,
Citibank, N.A., and the holders and beneficial owners of American Depositary Shares outstanding under the terms of the Deposit Agreement dated as of April 13, 2015 and as
amended.
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On January 10, 2023, we entered into an asset purchase agreement with Jinhe Capital Limited, providing for the purchase of 5,000 Antminer S19 PRO Bitcoin mining machines,
for an aggregate consideration of USD$9,000,000. On March 10, 2024, the Company and Jinhe entered into a Cancellation Agreement to cancel such purchase in its entirety. Going
forward, we currently have no plans to resume Bitcoin mining business.

 
On January 28, 2023, we decided to write off NBpay Investment Limited and its subsidiaries, which had no meaningful assets or business nor employees.

 
On February 28, 2023, when the Share Consolidation was effective, the Company’s outstanding ordinary shares changed from 18,614,900,104 shares with a par value of

$0.00001 per share to 46,538,116 shares with a par value of $0.004 per share.
 
On April 12, 2023, we completed the incorporation of another U.S. subsidiary, Chaince Securities, which plans to develop financial advisory services, online and traditional

brokerage services independently in the future. On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement for the acquisition of all assets and liabilities of
J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer. The FINRA review process for such acquisition is currently ongoing.

 
From April to June 2023, our management reassessed the potential adverse effects of changes in the Company’s business environment, and readjusted the Company’s

business structure and the future development plan. Considering the increasing difficulty of crypto mining and the general losses by top crypto mining enterprises, we have
decided to reduce the scale of procurement of Bitcoin miners and reduce the Company’s investment in the crypto mining field. As such, the Company and Jinhe Capital Limited
entered into an amendment (the "Amendment”) to the S19 Pro Purchase Agreement, pursuant to which the parties agreed to reduce the purchase order to no more than 2,000
Bitcoin miners for a total amount of no more than $3.6 million.

 
Also considering the enormous uncertainty brought by the cryptocurrency market turmoil in the past two years to the blockchain industry, as well as the regulatory

uncertainties, despite our ability to quickly reorganize the blockchain technical service team, we have decided not to continue conducting blockchain technology service business
related to the asset trading platform, asset digitalization platform and decentralized finance (DeFi) platform.

 
On October 2, 2023, the Company’s Annual General Meeting approved to increase the authorized share capital of the Company from US$250,000 divided into 62,500,000



ordinary shares with a par value of US$0.004 each, to US$4,000,000 divided into 1,000,000,000 ordinary shares of a par value of US$0.004 each, by the creation of an additional
937,500,000 ordinary shares with a par value of US$0.004 each.

 
On March 7, 2024, considering the uncertainties in the digital payment industry, the Company decided to suspend its development plan related to its digital payment solutions

and digital payment services, as well as its application for an MSB (Money Service Business) license. In particular, the Company has obtained the approval of its board of directors
on March 7, 2024 to terminate its "digital payment solutions” and "digital payment services” businesses, which did not generate any meaningful revenue in the past.

 
After the adjustment of our business strategies, the focus of our operating subsidiaries are as follows: (i) MFH Tech acting as the operating entity of distributed storage and

computing services and business consultation services business in North America; (ii) after completing the acquisition of all assets and liabilities of J.V. Delaney & Associates and
only after obtaining FINRA approval, Chaince Securities to operate our financial advisory services and online and traditional brokerage services in North America; and (iii) Ucon
and Lianji Future acting as the operating entities of the business consultation services in the Asia-Pacific region.

 
Our principal executive offices are located at 1330 Avenue of Americas, Fl 33, New York, 10019, United States. Our registered office in the Cayman Islands is located at the

offices of Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman Islands.
 
SEC maintains an internet site that contains reports, proxy and information statements, and other information regarding issuers that file electronically with the SEC on

www.sec.gov. You can also find information on our investor relationship website https://mercurityfintech.com/. The information on our website should not be deemed a part of this
annual report.
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B. Business Overview
 
Our Principal Business
 

In August 2021, we added cryptocurrency mining as one of our main businesses. We entered into cryptocurrency mining pools by executing a business contract with a
collective mining service provider on October 22, 2021 to provide computing power to the mining pool and derived USD$664,307 related revenue in 2021 and USD$783,089 related
revenue in the first half of 2022.

 
In July 2022, we added consultation services to our business, providing business consultation services to global corporate clients, especially those in the blockchain industry.

Meanwhile, we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and digital payment
business. However, due to resource restraints, we have ceased our development plans in digital payment business, including digital payment services and solution consulting, and
applications for the required money transmit licenses since March 2024.

 
On July 15, 2022, we incorporated Mercurity Fintech Technology Holding Inc. ("MFH Tech”) to develop distributed computing and storage services (including

cryptocurrency mining and providing cloud storage services for distributed application product operators) and consultation services.
 
On August 23, 2022, MFH Tech signed a Consulting Agreement with a Chinese media company, pursuant to which MFH Tech will serve as a business consultant in order to

facilitate the client to establish the entity in the United States and make financing strategy, and the agreed amount of the immutable consideration portion of the agreement is
$160,000. We recognized consultation services revenue of $80,000 for the year ended December 31, 2022 based on the percentage-of-completion.

 
On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized

storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our ordinary
shares. The investment was made with the aim to own mining machines capable of gathering, processing, and storing vast amounts of data, to advance the cryptocurrency mining
business, and to advance the Web3 framework. We started using some of the storage capacity of these devices for Filecoin mining business from December 20, 2022. In January
2023, we transferred all of the Web3 decentralized storage infrastructure to our US subsidiary MFH Tech, which serves as the operating entity for our business of Filecoin mining
and cloud storage services for decentralized platform operators. For the year ended December 31, 2022 and 2023, we earned $348 and $285,928 respectively in Filecoin mining
revenue from physical mining operations, and did not receive any revenue from providing cloud storage services to decentralized platform operators.

 
On April 12, 2023, we completed the incorporation of another U.S. subsidiary, Chaince Securities, Inc. ("Chaince Securities”), which plans to develop financial advisory

services, online and traditional brokerage services independently in the future. On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement for the acquisition
of all assets and liabilities of J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer. The FINRA review process for such acquisition is
currently ongoing.

 
As of June 30, 2023, all the agreed services under the consulting agreement with the Chinese media signed on August 23, 2022 had been completed, and the Company

recognized consultation services revenue of $80,000 for the first half of 2023 based on the percentage-of-completion.
 
On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the client

in providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than $150,000 in revenue from this
new agreement within the next year.

 
On November 1, 2023, the Company signed a financial consulting agreement with an American logistics company. The Company will serve as a business consultant in order to

facilitate introductions between the Company’s clients and esteemed third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’
fundraising endeavors within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the next year.
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On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage PTE. LTD. ("Origin Storage”). The Company has used the
Origin Storage’s technology to re-package the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The
Filecoin mining services provided by Origin Storage included, but not limited to, storage server services, computing encapsulation server services, and technical services. As of
April 15, 2024, by adopting the new technology provided by Origin Storage, we had opened two new nodes (replacing the two old nodes we opened in 2023) with an effective
storage capacity of 70 PiB, taking up only 7 PiB original storage capacity (the "Raw Byte Power”) of our Web3 decentralized storage infrastructure, which means that using the new
technology provided by Origin Storage to occupy the same original storage capacity can achieve 10 times the effective storage capacity, and the Company is expected to achieve
greater productivity of the cryptocurrency mining business in the future.

 
On March 7, 2024, considering the many uncertainties in the relevant industry, the Company decided to temporarily abandon its development plan related to digital payment

solutions, as well as the application for the MSB (Money Service Business) license.
 

After the adjustment of our business strategies, the focuses of our respective operating subsidiaries are as follows: (i) MFH Tech acting as the operating entity of distributed
storage and computing services and business consultation services in North America; (ii) after completing the acquisition of all assets and liabilities of J.V. Delaney & Associates
and after obtaining FINRA approval, Chaince Securities to operate our financial advisory services, online and traditional brokerage services in North America; and (iii) Ucon and



Lianji Future acting as the operating entities of the business consultation services in the Asia-Pacific region.
 

Business Segment 1 – Business consultation services
 

We provide comprehensive business consultation services and industry resource support to global corporate clients based on the resource advantages we have accumulated
over the years. We also assist corporate clients in the Asia Pacific region in developing business in the United States, such as helping the clients improve operations and
compliance, achieving market entry and expansion, introducing and coordinating professional service institutions.

 
 ● Target customers or clients: Our Business consultation services mainly serves clients from Greater China, Southeast Asia, and North America (Canada, the United States,

Mexico).
   
 ● Fee structure: Our general fee structure is composed of cash payment and/or bonus shares upon reaching certain milestones or meeting certain performance requirements.
   
 ● Location: Our Business consultation services will be based in our offices in Shenzhen, Hong Kong and New York, covering Greater China, Southeast Asia and North

America.
 

For example, on August 23, 2022, we signed a Consulting Agreement with a Chinese media company, pursuant to which we served as a business consultant in order to: a)
assist the client in establishing an operating entity in the United States and assist its operations; b) introduce American entertainment media industry related resources; c)
introduce capital market related resources, including auditors, lawyers and investment banks, to assist the client in developing financing strategies and plans in the US capital
markets. On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the same Chinese media company, pursuant to which the Company
continued to assist the client in providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than
$150,000 in revenue from this new agreement within the year 2024.

 
As of June 30, 2023, all the agreed services under the consulting agreement with the Chinese media company signed on August 23, 2022 had been completed, and the

Company recognized consultation services revenue of $80,000 for the first half of 2023 based on the percentage-of-completion.
 

On November 1, 2023, the Company signed a consulting agreement with an American logistics company. The Company will serve as a business consultant in order to facilitate
introductions between the Company’s clients and third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’ fundraising endeavors
within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the year 2024.

 
We are establishing our Asia Business consultation services team in Hong Kong and Shenzhen, and we seek to acquire more new clients in the Asia Pacific region and

provide better services to these clients. Presently, we are in advance negotiations with several Asian clients to provide them with comprehensive business consulting to enter the
US market. It is expected that we will reach agreements and sign contracts with one or two clients in the first half of 2024.
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Business Segment 2 – Financial advisory services and Brokerage services
 

On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement (the "JV and Chaince Transaction”) for the acquisition of all assets and liabilities of J.V.
Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer. We commenced the application process for continued membership application of the
Financial Industry Regulatory Authority (FINRA) in August 2023. Based on the status of the FINRA review, the Company expects to receive FINRA approval on the JV and
Chaince Transaction in the first half of 2024, although the Company cannot assure that its FINRA application will be approved within such timeframe or at all. With the FINRA
licenses, we will be able to provide more comprehensive professional services to corporate clients that want to become publicly traded in the United States, including financial
advisory services and brokerage services.
 
 ● Target customers or clients: Our financial advisory services and brokerage services business mainly targets clients from Greater China, Southeast Asia, and North

America (Canada, the United States, Mexico).
   
 ● Fee structure: Our fees are generally payable by the client by tranches upon reaching certain project milestones, such as upon first filing with the relevant regulator or

upon completion of a project.
   
 ● Location: Financial advisory services and brokerage services will be based in our offices in Shenzhen, Hong Kong and New York, covering Greater China, Southeast Asia

and North America, respectively.
   
 ● Milestones or Timetables: Our fees are generally payable by the client by tranches upon reaching certain project milestones, such as upon first filing with the relevant

regulator or upon completion of a project.
 

Pending the FINRA approval, we are building a professional team of 7-8 persons in New York to carry out financial advisory services and brokerage services, and we are also
building a market promotion and customer service team of 3-4 persons in Hong Kong and Shenzhen to attract more potential clients.
 

1) Financial advisory services
 

Our financial advisory services will focus on providing comprehensive financial services to corporate clients in emerging countries and regions planning to enter the US
capital markets, such as providing capital operation plans, private equity financing services, investment consulting services, and mergers and acquisitions services to the clients.
 

Our financial advisory services will be based in our offices in Shenzhen, Hong Kong and New York, covering Greater China, Southeast Asia and North America, respectively.
We already have a financial advisory service team in New York, and we are establishing our Asian financial advisory service teams in Hong Kong and Shenzhen to seek more new
clients in the Asia Pacific region and provide better services for these clients in the future.
 

2) Brokerage services
 

In addition to our financial advisory business, we may make securities underwriting an important part of our brokerage services business, in order to provide more
comprehensive financial services for our corporate clients. We will decide whether to carry out other brokerage services, such as securities brokerage and asset management based
on the Company’s future business development.

 
Our brokerage services will mainly be located in our New York office, serving clients in Greater China, Southeast Asia, and North America. We will also promote our brokerage

services to clients through our offices in Hong Kong and Shenzhen.
 

It should be emphasized that our financial advisory services and brokerage services (securities underwriting and other brokerage services) can only be carried out after we
have completed the acquisition of J.V. Delaney & Associates and obtained the financial license and FINRA approval required for brokerage services business.
 
Business Segment 3 – Distributed computing and storage services



 
Our distributed storage and computing services business includes cryptocurrency mining and cloud storage services for other distributed application product operators.
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In August 2021, we added cryptocurrency mining as one of our main businesses. Cryptocurrency mining is part of our distributed computing and storage services business.
 

From October 2021 to April 2022, we obtained the usage rights of a certain number and specific models of Bitcoin mining machines and specific business premises by
executing contracts with the sharing mining service provider, and registered as users on the mining pool website, complying with the general terms and conditions required to join
the mining pool published on the mining pool website, to increase computing power to the mining pool. In exchange for providing computing power, we are entitled to a fractional
share of the fixed digital asset awards the mining pool operator receives, for successfully adding blocks to the blockchain. Our fractional share is relative to the proportion of
computing power we contribute to the mining pool operator toward the total computing power contributed by all mining pool participants in solving the current algorithm.
Providing computing power in digital asset transaction verification services is an output of our ordinary activities. The provision of such computing power is the only performance
obligation in the general terms of the mining pool website. The transaction consideration we receive, if any, is noncash consideration, which we measure at fair value on the date
received, which is not materially different than the fair value at contract inception or the time we have earned the award from the pools. These considerations are all variable. Since
significant reversals of cumulative revenue are possible given the nature of the assets, the consideration is constrained until the mining pool operator successfully places a block
(by being the first to solve an algorithm) and we receive confirmation of the consideration it will receive, at which time revenue is recognized. There is no significant financing
component related to these transactions. Fair value of the digital assets award received is determined using the quoted price of the related digital assets at the time of receipt. The
Company earned $783,090 in Bitcoin mining revenue from shared mining operations for the year ended December 31, 2022, and $664,307 for the year ended December 31, 2021. We
have not operated any Bitcoin mining business since May 2022 and there were no related revenues in the year ended December 31, 2023.
 

On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized
storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5.98 million, payable in our ordinary
shares. Starting on December 20, 2022, we used some of the storage capacity of these devices for Filecoin mining business, and other storage capacity will be used to provide
cloud storage services to distributed application product operators. We have rented the Filecoin mining operating premises located in New Jersey, United States from Cologix US,
Inc. and we have entered into the Filecoin mainnet as a miner by registering as a user on the Filecoin mainnet, complying with the general terms and conditions required to become
a miner published on the Filecoin mainnet. The essence of Filecoin mining business is that we utilize our Web3 decentralized storage infrastructure and provide cloud storage
services to the end customers through the Filecoin mainnet. In exchange for providing storage capacity, we are entitled to a fractional share of the fixed digital asset awards from
the Filecoin mainnet, for successfully adding blocks to the blockchain. Our fractional share is relative to the proportion of storage capacity we contribute to Filecoin mainnet
toward the total storage capacity contributed by all the Filecoin mainnet’s participants in solving the current algorithm. Providing storage capacity in digital asset transaction
verification services is an output of our ordinary activities. The provision of such storage capacity is the only performance obligation in the general terms of the Filecoin mainnet.
The transaction consideration we receive, if any, is noncash consideration, which we measure at fair value on the date received, which is not materially different than the fair value
at contract inception or the time we have earned the award from the Filecoin mainnet. These considerations are all variable. Since significant reversals of cumulative revenue are
possible given the nature of the assets, the consideration is constrained until the all the miners successfully places a block (by being the first to solve an algorithm) and we receive
confirmation of the consideration it will receive, at which time revenue is recognized. There is no significant financing component related to these transactions. Fair value of the
digital assets award received is determined using the quoted price of the related digital assets at the time of receipt. For the year ended December 31, 2022, we earned $348 in
Filecoin mining revenue from physical mining operations. For the year ended December 31, 2023, we earned $285,928 in Filecoin mining revenue from physical mining operations.

 
The Web3 decentralized storage infrastructure, which we acquired through a share offering in December 2022, is expected to achieve a maximum storage capacity of

approximately 100PiB. We plan to use the storage capacity for Filecoin and other cryptocurrency mining and provide cloud storage services to other distributed application
product operators. However, due to the continued low market prices of Filecoin in 2023, as well as the average return on unit computing power of Filecoin mining business
decreasing with the growth of the computing power of the whole network, as of the end of 2023, we had not opened enough nodes to achieve the initial goals of our Filecoin
mining business. Apart from the Filecoin mining business, we had not utilized the infrastructure for any other cryptocurrency mining business, nor had we provided cloud storage
services to any other distributed application product operators. Therefore, the Web3 decentralized storage infrastructure was not fully utilized during fiscal year 2023. However,
these Web3 decentralized storage infrastructures were recognized for depreciation costs on a straight-line basis, which resulted in significant losses for our business of providing
distributed computing and storage services in 2023.
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On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage PTE. LTD. ("Origin Storage”). The Company have used

Origin Storage’s technology to re package the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The
Filecoin mining services provided by Origin Storage include but are not limited to storage server services, computing encapsulation server services, and technical services.

 
In January 2024, we repackaged our Web3 decentralized storage infrastructure for Filecoin mining using new technology provided by Origin Storage and began running two

new Filecoin mining nodes. As of the date of this annual report, the effective storage capacity of our two new Filecoin mining nodes has reached 64PiB, exceeding our original
target storage capacity of 60.4PiB, and it only take up 6.4PiB of the original storage capacity (the "Raw Byte Power”) of our Web3 decentralized storage infrastructure. In other
words, the effective storage capacity of the Company can be magnified tenfold with Origin Storage’s technologies.

 
In this way, most of the original storage capacity (the "Raw Byte Power”) of the Company’s Web3 decentralized storage infrastructure will remain available for use, which we

can utilize to expand our Filecoin mining business, or engage in other cryptocurrency mining businesses, or provide cloud storage services to other distributed application product
operators operators. We have not currently determined the other types of cryptocurrencies we may mine or otherwise transact in, and any such decision will be made based on
economic return and legal analysis. We will consult our legal advisers and abide by relevant SEC and court guidance on whether such cryptocurrencies constitute securities, but
we currently do not have plans to mine any type of cryptocurrency that constitute "securities” under U.S. law. We expect to decide how these remaining storage capabilities will be
used by the end of June 2024.

 
On January 10, 2023, we entered into an asset purchase agreement (the "Original Contract”) with Jinhe Capital Limited ("Jinhe”), providing for the purchase of 5,000 Antminer

S19 PRO Bitcoin mining machines, for an aggregate consideration of $9 million. However, from April to June 2023, our management reassessed the potential adverse effects of
changes in the Company’s business environment and readjusted the Company’s business structure and the future development plan. Considering the increasing difficulty of
mining in the mining industry and the general loss of the top mining enterprises, we have decided to reduce the procurement scale of Bitcoin miners and reduce the Company’s
investment in the mining field. As such, the Company and Jinhe Capital Limited entered into an amendment to the S19 Pro Purchase Agreement (the "Amendment”), pursuant to
which the parties have agreed to reduce the purchase order to no more than 2,000 Bitcoin miners for a total amount of no more than $3.6 million. As the Ant miner S19 Pro Bitcoin
miner is currently one of the best-selling models in the market and our order is back ordered, our batch of the S19 Pro has not been delivered as of the date of this letter. As of
December 31, 2023, the Company had paid the seller $3 million US dollars. On March 10, 2024, the Company and Jinhe entered into a Cancellation Agreement, as which the Original
Contract and the Amendment were all cancelled and terminated in its entirety. Going forward, we currently have no plans to resume Bitcoin mining business.

 
In January 2023, our U.S. subsidiary, MFH Tech signed a Coinbase Prime Broker Agreement with Coinbase, Inc., a copy of which is appended as Exhibit 99.2 to this annual

report. The agreement includes the Coinbase Custody Custodial Services Agreement and the Coinbase Master Trading Agreement. The agreement sets forth the terms and
conditions pursuant to which the Coinbase entities will open and maintain the prime broker account for us and provide services relating to custody, trade execution, lending or
post-trade credit (if applicable), and other services for certain digital assets. We do not currently own and/or hold crypto assets on behalf of third parties. Coinbase Custody
maintains, at its sole expense, insurance coverage in such types and amounts as commercially reasonable for the Custodial Services provided in the Coinbase Prime Broker



Agreement. Coinbase maintains a commercial crime insurance policy which encompasses losses due to employee collusion or fraud, physical loss or damage of critical material,
security breaches or hacks, and fraudulent transfers, including asset theft from both hot and cold storage. Additionally, Coinbase maintains cyber insurance, which covers loss of
income and data recovery resulting from security failures leading to business interruptions, covering computer forensic costs, incident response legal fees, notification expenses,
and privacy claims by regulators. Based on publicly available information, Coinbase maintains a commercial crime insurance policy of up to $320 million. The insurance maintained
by Coinbase is shared among all of Coinbase’s customers, is not specific to our Company and may not be available or sufficient to protect our Company from all possible losses or
sources of losses. Coinbase’s insurance may not cover the type of losses experienced by our Company. Alternatively, we may be forced to share such insurance proceeds with
other clients or customers of Coinbase, which could reduce the amount of such proceeds that are available to us.

 
In May 2023, it was reported that a trust sponsor had requested for withdrawal of its registration statement filed with the SEC in deference to the requests in the SEC Staff’s

letters, and that the SEC was of the view that Filecoins constituted "securities” under U.S. securities laws. Additionally, in June 2023, the SEC filed a lawsuit against Binance, and
named Filecoin as, among other cryptocurrencies, constituting "securities” under U.S. securities laws. Such categorization, as well as further regulatory developments, new
legislations and regulations, and changes in regulatory policy, may have materially adverse impacts on our business, financial condition and results of operations, as well as the
price of our shares. Our Filecoin assets constituted less than 2.4% of our consolidated total assets as of December 31, 2023. As such, we believe that such regulatory changes will
have minimal impacts on us. We are reviewing the recent legal and regulatory development and we intend to alter our business focus and strategy whenever necessary to remain
compliant with all applicable laws and regulations. See also "Risk Factors—Risks Relating to Our Business and Industry—Certain crypto assets and cryptocurrencies have been
identified as a "security” in certain jurisdictions, and we may be subject to regulatory scrutiny, inquiries, investigations, fines, and other penalties, which may adversely affect our
business, operating results, and financial condition.”
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In addition, due to recent developments in the regulations of cryptocurrencies, particularly in the U.S., such as the creation of subcommittees of the House Financial Services
Committee, the approval of custodians for digital assets securities, and the Security and Exchange Commission’s crackdown on illegal trading platforms, we have seen increases of
the price volatility of various cryptocurrency assets. For instance, the price of Bitcoins experienced sharp volatility in the first seven months of 2023, including a high price of more
than $31,000 and a low price of less than $17,000, and the price of Filecoins also experienced sharp volatility in the first seven months of 2023, including a high price of more than $9
and a low price of less than $3. Our total cryptocurrency asset (excluding the Bitcoins and USD Coins out of control, which have been fully recognized as impairment losses)
holdings constituted less than 2.4% of our consolidated total assets as of December 31, 2023. As such, we believe that the immediate impact of such regulatory changes will be
limited to us. We are closely monitoring the changes and trends in prices of cryptocurrencies, and we may make changes to our business focus and strategies in the future should
the need arise. See also "Risk Factors— Risks Relating to Our Business and Industry—Our operating results may fluctuate and continue to fluctuate, including due to the highly
volatile nature of crypto.”

 
Similarly, due to the increased price volatility of cryptocurrencies in general, individualized management failures, failures of internal control and oversight, as well as other

macroeconomic or other factors, a string of bankruptcies have occurred in the crypto asset industry, including those of Genesis Global Capital, FTX, BlockFi, Celsuis Network,
Voyager Digital and Three Arrows Capital. Such bankruptcies and adverse developments in the crypto asset industry and have not impacted and is not expected to materially and
adversely impact our business, financial condition, customers, and counterparties, either directly or indirectly, as the Company is not a direct counterparty to such entities. We do
not have any material assets that may not be recovered due to the bankruptcies of those named companies or may otherwise be lost or misappropriated. We are also not aware of
any material direct or indirect exposures to other counterparties, customers, custodians, or other participants in crypto asset markets that have filed for bankruptcy, that have been
decreed insolvent or bankrupt, that have made any assignment for the benefit of creditors, or have had a receiver appointed for them, that have experienced excessive redemptions
or suspended redemptions or withdrawals of crypto assets, that have the crypto assets of their customers unaccounted for; or that have experienced material corporate compliance
failures. However, it is possible that these recent bankruptcies may have exacerbated the further pricing decline of certain cryptocurrencies, such as Bitcoin, in 2023 which may
have imposed adverse impacts to our mining losses and/or value of the cryptocurrencies we hold.

 
Investors in our securities should be aware that engaging in cryptocurrency mining may result in certain environmental harms and transition risks related to climate change

that may affect our business, financial condition and results of operations, as mining operations consume a substantial amount of power, which may contribute to increased carbon
emissions. Recent policy and regulatory changes relating to limiting carbon emissions could impose additional operational and compliance burdens on our cryptocurrency mining
operations, such as more stringent reporting requirements or higher compliance fees. There have also been recent market trends that may alter business opportunities for our
industry, stemming from recent regulatory and policy changes in the jurisdictions in which we operate, where regulators have come out to state that certain cryptocurrencies
constitute "securities” and that there would be increased regulation and oversight over businesses engaged in cryptocurrencies, which is highly power-consuming and poses
environmental risks. These may lead to increased credit risks, which may lead to financiers and lenders being less willing to enter into business relationships with us, as well as
increased litigation risks related to climate change in the jurisdictions in which we carry out mining operations, Some businesses as well as some investors may have also ceased
accepting cryptocurrencies for certain types of purchases, and stopped investing in businesses involved in cryptocurrencies businesses, due to environmental concerns
associated with cryptocurrencies mining, which may have adverse impacts on our business, financial condition, and results of operations. See "Risk Factors— Risks Relating to
Our Business and Industry—Environmental concerns associated with cryptocurrencies mining could have adverse impacts on our business, financial condition, and results of
operations.”
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Our clients

 
Business consultation services
 
Our business consultation services mainly serves clients from Greater China, Southeast Asia, and North America. As of December 31, 2023, we have obtained two clients, one

from China and the other from the United States. We have plans to invest more into promotion and brand awareness to attract more clients in the future.
 
Financial advisory services and Brokerage services
 
Our financial advisory services and brokerage services business mainly targets clients from Greater China, Southeast Asia, and North America. Our financial advisory services

and brokerage services (securities underwriting and other brokerage services) can only be carried out after we have completed the acquisition of J.V. Delaney & Associates and
obtained the financial license and FINRA approval required for brokerage services business. Therefore, as of December 31, 2023, we have not yet obtained the corresponding
clients.

 
Distributed storage and computing services
 
From 2021 to 2023, our distributed storage and computing business only includes cryptocurrency mining. Our clients in the Bitcoin mining business we conducted from

October 2021 to April 2022 were F2Pool mining pool operators. We provided computing power to the mining pool and received Bitcoin rewards as compensation for our services.
Since December 2022, our clients for Filecoin mining business have been the end users (storage demanders) on the Filecoin Mainnet. We have been providing storage services to
these end users and receiving Filecoin rewards as compensation for our services.

 
Marketing

 
We engage various marketing channels to promote our business to more business partners and individual customers. We also provide various incentives to our customers to



increase their spending and loyalty, and we send e-mails to our customers periodically with product recommendations and/or promotions. To enhance our brand awareness, we
also have engaged in brand promotion activities.

 
In addition to the online marketing activities, we also utilize offline activities to attract more users and promote our brand recognition. For example, we attended offline

meetings to enhance our brand awareness and promote our presence in the industry.
 
As our business continues to evolve and expand into different areas, we have plans to steadily increase our marketing and promotional investment and efforts alongside the

projected growth relative to these investments.
 

Competition
 
For our business consultation services, there are many business, management and financial consulting companies in the United States that will become our competitors, and

their team members may come from some well-known consulting firms, investment banks and broker dealers. For our distributed storage and computing services, the digital asset
industry is intensely competitive and is densely populated by global competitors, including Marathon (MARA), Riot (RIOT), Bit Digital (BTBT), BIT Mining (BTCM), The9
(NCTY), among others.

 
Our competitors may have entered the industry much earlier than us. They may be better capitalized, may have more industry connections, may have a stronger team, and may

be able to adapt more quickly to new technologies or may be able to devote greater resources to the development, marketing and sale of their products and services than we can.
 
We anticipate that the demand for global business consulting will continue to increase, and the digital asset market will continually evolve and will continue to experience

rapid technological change, evolving industry standards, shifting customer requirements, and frequent innovation. We must continually innovate to remain competitive. We
believe that the principal competitive factors in our industry are:

 
 ● brand recognition and reputation;
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 ● service quality;
   
 ● pricing;
   
 ● ecosystem integration;
   
 ● customer service.

 
We believe that we are well-positioned to effectively compete on the basis of the factors listed above and that our Company benefits from many advantages over the

competition. However, some of our current or future competitors have or may provide higher quality services or introduce new technology that are superior to ours.
 

Seasonality
 
We have not experienced seasoned fluctuations in our current principal business. Due to our limited operating history in our current core business, the seasonal trends that

we experienced are not necessarily indicative of the seasonal trends that we may experience in the future.
 

Intellectual Property
 
We regard trademarks, copyrights, domain names, know-how, proprietary technologies, and similar intellectual property as critical to our success, and from time to time we rely

on copyright and trademark law and confidentiality, invention assignment and non-compete agreements with our employees and others to protect our proprietary rights. As of
December 31, 2023, we have registered a generic top-level domain name. Our registered domain name is www.mercurityfintech.com.

 
Regulations

 
This section sets forth a summary of the most significant rules and regulations that affect our business activities in the PRC. Although our sources of revenue have been

outside the Chinese mainland since 2021, we still have office and staff teams in China to seek more Chinese customers for our business consulting services, and we do not rule out
the possibility of continuing to develop new business in China in the future.

 
Regulations Relating to Foreign Investment
 
Industry Catalogue Relating to Foreign Investment. Investment activities in the PRC by foreign investors are principally governed by the Guidance Catalogue of Industries

for Foreign Investment, or the Catalogue, which was promulgated and is amended from time to time by the Ministry of Commerce and the National Development and Reform
Commission. Industries listed in the Catalogue are divided into three categories: encouraged, restricted and prohibited. Industries not listed in the Catalogue are generally deemed
as constituting a fourth "permitted” category. The current Special Administrative Measures (Negative List) for Admission of Foreign Investment (Year 2021) was promulgated in
December 2021 and Industry Guidelines on Encouraged Foreign Investment (Year 2022) was promulgated in December 2022. Establishment of wholly foreign-owned enterprises is
generally allowed in encouraged and permitted industries. Some restricted industries are limited to equity or contractual joint ventures, while in some cases Chinese partners are
required to hold the majority interests in such joint ventures. In addition, restricted category projects are subject to higher-level government approvals. Foreign investors are not
allowed to invest in industries in the prohibited category. Industries not listed in the Catalogue are generally open to foreign investment unless specifically restricted by other PRC
regulations.

 
Through our WFOE and the previous VIEs, we were engaged in certain industries that are classified as "restricted” under the Catalogue. We engage in the development of

computer network technology, technical consultancy and technical services, which belong to the permitted category. Under PRC law, the establishment of a wholly foreign owned
enterprise is subject to the approval of, or the requirement for record filing with, the Ministry of Commerce or its local counterparts and the wholly foreign owned enterprise must
register with the competent industry and commerce bureau. We have duly obtained the approvals from the Ministry of Commerce or its local counterparts for our interest in our
wholly owned PRC subsidiaries and completed the registration of these PRC subsidiaries with the competent industry and commerce bureau.
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The Ministry of Commerce issued the Interim Measures for Record-filing Administration of the Establishment and Change of Foreign-invested Enterprises, as amended in June
2018, which was replaced by Measures on Reporting of Foreign Investment Information promulgated in December 2019. According to Measures on Reporting of Foreign
Investment Information, foreign investors carrying out investment activities in the PRC directly shall submit investment information to the Ministry of Commerce or its local
counterparts. Pursuant to the Announcement [2016] No. 22 of the National Development and Reform Commission and the Ministry of Commerce dated October 8, 2016, the special
entry administration measures for foreign investment apply to restricted and prohibited categories specified in the Catalogue, and the encouraged categories are subject to certain



requirements relating to equity ownership and senior management under the special entry administration measures.
 
On January 1, 2020, Foreign Investment Law of the People’s Republic of China became effective. For foreign-invested enterprises established after the Foreign Investment

Law, the organization form, institution and activity requirement shall be governed by the PRC Company Law and PRC Partnership Law. The established foreign-invested
enterprises have a five-year transition period. During the transition period, the enterprises could retain the original organization form. Specific implementation measures will be
further formulated by the State Council.

 
On August 5, 2020, the opinions of the general office of the State Council on further stabilizing foreign trade and foreign investment came into effect. The rules put forward

requirements on expanding the online channels of foreign trade and improving the convenience of foreign business personnel to come to the PRC, which is of great benefit to the
field of foreign investment.

 
Foreign Investment in Value-Added Telecommunications Businesses . The Regulations for Administration of Foreign-invested Telecommunications Enterprises promulgated

by the PRC State Council in December 2001 and subsequently amended in September 2008, February 2016 and March 2022 set forth detailed requirements with respect to
capitalization, investor qualifications and application procedures in connection with the establishment of a foreign-invested telecommunications enterprise. These regulations
prohibit a foreign entity from owning more than 50% of the total equity interest in any value-added telecommunications service business in the PRC and require the major foreign
investor in any value-added telecommunications service business in the PRC have a good and profitable record and operating experience in this industry.

 
Regulations Relating to Blockchain Technology
 
Since May 2019, we started to engage in blockchain-enabled digital asset infrastructure solutions business. The PRC has promulgated laws and restrictions against illegal

activities conducted through blockchain technologies.
 
In January 2019, the Cyberspace Administration of China promulgated the Administrative Regulation on Blockchain Information Services, which regulates the information

services provided to the public through internet sites, applications, etc. based on blockchain technology or systems. It states that blockchain information services suppliers shall
implement the responsibility for information content security management, establish and improve management systems such as user registration, information review, emergency
response, and security protection, they shall also have the technical conditions suitable for their services, establish and disclose management rules and platform conventions, sign
service agreements with blockchain information services users, etc. This is the first time China conducted compliance supervision on the blockchain.

 
The PRC Cryptography Law, which entered into force on January 1, 2020, is the latest normative legal document that regulates the blockchain industry. The term

"cryptography” refers to products, technologies and services that use specific transformations to carry out encryption protection or security authentication for information, etc.
The use of blockchain technology to encrypt and protect the information it collects is a "cryptography” under PRC law and shall be regulated by the PRC Cryptography Law.

 
Under PRC criminal law, the illegal use of blockchain technology may involves four types of crimes: crime of refusing to perform network security management obligations,

crime of helping information network criminal activities, crime of violating citizens’ information and crime of endangering public safety. Among them, the crime of refusing to
perform network security management obligations may cause the mass dissemination of illegal information, the leakage of user information and leads to a serious consequence, the
loss of evidence in criminal cases in a serious circumstance and other serious circumstance. Refusing to make corrections after being ordered by the regulatory authority to make
corrective measures is subject to imprisonment of up to three years, detention or control and a fine.
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In September 2021, ten PRC governmental authorities, including the People’s Bank of China (PBOC), jointly issued the "Notice on Further Preventing and Resolving the Risks
of Virtual Currency Trading and Speculation” to clarify that cryptocurrency is not a legal tender in the PRC. Additionally, in September 2021, eleven governmental authorities,
including the National Development and Reform Commission and the People’s Bank of China jointly issued the "Notice of Rectifying Virtual Currency Mining Activities” to strictly
prohibit the virtual currency mining activities in the PRC. As of the date of this annual report, all cryptocurrency transactions in the PRC are considered illegal, including offshore
exchanges to provide services to Chinese citizens. In response to such rapid and adverse regulatory changes in the PRC, we had to remodel our business plans and shift the
business focus outside of the PRC.

 
Regulations Relating to E-Commerce
 
Prior to July 22, 2019, our principal business was food-industry B2B services and we were subject to regulations relating to e-commerce. As a result of the divestiture of the

previous food business, we are no longer subject to E-commerce related rules and regulations.
 
Regulations Relating to Internet Content and Information Security
 
The Administrative Measures on Internet Information Services specify that internet information services regarding news, publications, education, medical and health care,

pharmacy and medical appliances, among other things, are to be examined, approved and regulated by the relevant authorities. Internet information providers are prohibited from
providing services beyond those included in the scope of their ICP licenses or filings. Furthermore, these measures clearly specify a list of prohibited content. Internet information
providers are prohibited from producing, copying, publishing or distributing information that is humiliating or defamatory to others or that infringes the lawful rights and interests
of others. Internet information providers that violate the prohibition may face criminal charges or administrative sanctions by the PRC authorities. Internet information providers
must monitor and control the information posted on their websites. If any prohibited content is found, they must remove the offending content immediately, keep a record of it and
report to the relevant authorities.

 
Internet information in the PRC is also regulated and restricted from a national security standpoint. The National People’s Congress, the PRC’s national legislative body, has

enacted the Decisions on Maintaining Internet Security, which may subject violators to criminal punishment in the PRC for any effort to: (i) gain improper entry into a computer or
system of strategic importance; (ii) disseminate politically disruptive information; (iii) leak state secrets; (iv) spread false commercial information; or (v) infringe intellectual property
rights. The Ministry of Public Security has promulgated measures that prohibit use of the internet in ways which, among other things, result in a leakage of state secrets or a
spread of socially destabilizing content.

 
In July 2019, the Cyberspace Administration of the PRC promulgated The Measures for Credit Information Management of Internet Untrustworthy Subjects (draft) to credit

construction in the field of internet information services and strengthen credit information management of internet information service untrustworthy subjects. The draft lists four
specific cases of serious untrustworthy activities and stipulates the subject of the above-mentioned acts shall be included in the blacklist of serious untrustworthy of internet
information service. The validity period is three years, during which the subject will be restricted to engage in internet information service. Relatively minor behaviors which
committed several times but have not reached the blacklist determination criteria will be included in the focus list.

 
In January 2021, the state Internet Information Office issued the administrative measures for Internet information services (Revised Draft for comments). The PRC has set up a

blacklist system for Internet information services. Organizations and individuals whose licenses or records have been revoked by the competent authorities shall not re apply for
relevant licenses or records within three years; organizations and individuals whose accounts have been cancelled or websites have been shut down by the competent authorities
shall not re provide similar services for them within three years.

 
On July 10, 2021, the PRC State Internet Information Office issued the Measures of Cybersecurity Review, which requires cyberspace companies with personal information of

more than one (1) million users that want to list their securities on a non-Chinese stock exchange to file a cybersecurity review with the Office of Cybersecurity Review of China. On
December 28, 2021, a total of thirteen governmental departments of the PRC, including the PRC State Internet Information Office issued the Measures of Cybersecurity Review,



which will become effective on February 15, 2022.
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We (1) are not required to obtain permissions from any PRC authorities to offer to sell or issue our ordinary shares to non-Chinese investors, (2) are not covered by the
permission requirements from the China Securities Regulatory Commission (the "CSRC”) and Cyberspace Administration of China (the "CAC”) or any other entity that is required
to approve of the operations of ours and our subsidiaries, and (3) have not received nor been denied such permissions by any PRC authorities. Nevertheless, the General Office of
the Central Committee of the Communist Party of China and the General Office of the State Council jointly issued the "Opinions on Severely Cracking Down on Illegal Securities
Activities According to Law,” or the July 6, 2021 Opinions, which were made available to the public on July 6, 2021. The July 6, 2021 Opinions emphasized the need to strengthen
the administration over illegal securities activities, and the need to strengthen the supervision over overseas listings by Chinese companies. Given the current PRC regulatory
environment, it is uncertain whether and when we or our subsidiaries will be required to obtain any permission from the PRC government to list on a U.S. stock exchanges in the
future, and even when we obtain such permission, whether it will be denied or rescinded.

 
Regulations Relating to Internet Privacy
 
In recent years, PRC government authorities have enacted laws and regulations on internet use to protect personal information from any unauthorized disclosure. The

Administrative Measures on Internet Information Services prohibit ICP service operators from insulting or slandering a third-party or infringing upon the lawful rights and interests
of a third-party. Under the Several Provisions on Regulating the Market Order of Internet Information Services, issued by the MIIT in 2011, an ICP operator may not collect any
user personal information or provide any such information to third parties without the consent of a user. An ICP service operator must expressly inform the users of the method,
content and purpose of the collection and processing of such user personal information and may only collect such information necessary for the provision of its services. An ICP
service operator is also required to properly keep the user personal information, and in case of any leak or likely leak of the user personal information, the ICP service operator must
take immediate remedial measures and, in severe circumstances, to make an immediate report to the telecommunications regulatory authority. In addition, pursuant to the Decision
on Strengthening the Protection of Online Information issued by the Standing Committee of the National People’s Congress in December 2012 and the Order for the Protection of
Telecommunication and Internet User Personal Information issued by the MIIT in July 2013, any collection and use of user personal information must be subject to the consent of
the user, abide by the principles of legality, rationality and necessity and be within the specified purposes, methods and scopes. An ICP service operator must also keep such
information strictly confidential, and is further prohibited from divulging, tampering or destroying of any such information, or selling or proving such information to other parties.
Any violation of the above decision or order may subject the ICP service operator to warnings, fines, confiscation of illegal gains, revocation of licenses, cancellation of filings,
closedown of websites or even criminal liabilities. Furthermore, in June 2016, the State Internet Information Office issued the Administrative Provisions on Mobile Internet
Applications Information Services, which became effective on August 1, 2016, to further strengthen the regulation of the mobile application information services. Pursuant to these
provisions, owners or operators of mobile internet applications that provide information services are required to be responsible for information security management, establish and
improve the protective mechanism for user information, observe the principles of legality, rightfulness and necessity, and expressly state the purpose, method and scope of, and
obtain user consent to, the collection and use of users’ personal information. In addition, the new Cyber Security Law, which became effective on June 1, 2017, also requires
network operators to strictly keep confidential users’ personal information that they have collected and to establish and improve user information protective mechanism. We have
required our users to consent to our collecting and using their personal information, and established information security systems to protect user’s privacy.

 
On May 24, 2019, the Cyberspace Administration of the PRC promulgated the Cybersecurity Review Measures (Exposure Draft), which, together with the Article 35 of the

Cybersecurity Law, focuses on the cyber security review. It has clear and detailed provisions on the review object, review scope and review process, and provides guidance for
law enforcement agencies.

 
On May 28, 2019, the Cyberspace Administration of the PRC promulgated the Administrative Measures on Data Security, which further stipulates the network security

protection obligations that network operators should perform under the PRC Cybersecurity Law, clarifies the standards for the collection, processing, using and security
supervision of personal information and important data, and states that network operators shall make a filing with the local cyberspace administration when they collect important
data or sensitive personal information for the purposes of business operations, any network operator that collects and uses personal information through products such as
websites and applications shall develop and disclose the rules for collection and use separately.

 
In October 2019, the Information Security Technology - Personal Information Security Specification (Exposure Draft) was published to seek comments from the general public.

Although the draft is a national recommended standard but not legally enforceable, from a practical point of view, existing internet companies were inquired by the Cyberspace
Administration of the PRC for not conforming to the draft’s spirit and ordered to make rectification. In January 2020, National Information Security Standardization Technical
Committee promulgated Information Security Technology - Basic Specification for the Collection of Personal Information by Mobile Internet Application (App) (Exposure Draft).
This draft clarifies the basic requirements that mobile Internet applications should meet to collect personal information, which means that APP developers and operators who
collect user’s personal information shall strictly comply with the requirement.
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In December 2019, the Cyberspace Administration of China promulgated Provisions on the Ecological Governance of Network Information Contents, which took effect on
March 1, 2020. Its goal is to meet the requirement of a network comprehensive management system and promote and create a good network ecology and network space. It specifies
the obligations of network information content producers, network information content service platforms and network information content service users regarding related
ecological governance.

 
Regulations Relating to Intellectual Property Rights
 
The PRC has adopted comprehensive legislation governing intellectual property rights, including copyrights, patents, trademarks and domain names.
 
Copyright. Pursuant to the Copyright Law and its implementation rules, creators of protected works enjoy personal and property rights, including, among others, the right of

disseminating the works through information networks. Pursuant to the relevant PRC regulations, rules and interpretations, internet service providers will be jointly liable with the
infringer if they (a) participate in, assist in or abet infringing activities committed by any other person through the internet, (b) are or should be aware of the infringing activities
committed by their website users through the internet, or (c) fail to remove infringing content or take other action to eliminate infringing consequences after receiving a warning
with evidence of such infringing activities from the copyright holder. To comply with these laws and regulations, we have implemented internal procedures to monitor and review
the content we have licensed from content providers before releasing on our website and remove any infringing content promptly after we receive notice of infringement from the
legitimate rights holder.

 
Trademark . The Trademark Law and its implementation rules protect registered trademarks. The PRC Trademark Office of State Administration of Industry and Commerce is

responsible for the registration and administration of trademarks throughout the PRC. The Trademark Law has adopted a "first-to-file” principle with respect to trademark
registration. As of December 31, 2023, we had no trademark applications in China.

 
Domain Name. Domain names are protected under the Administrative Measures on the Internet Domain Names promulgated by the MIIT on November 1, 2017. The MIIT is

the major regulatory body responsible for the administration of the PRC internet domain names, under supervision of which the CNNIC is responsible for the daily administration of
.cn domain names and Chinese domain names. CNNIC adopts the "first to file” principle with respect to the registration of domain names. We have registered www.mercurity.com.

 
On November 27, 2017, the MITT issued the Notice of the Ministry of Industry and Information Technology on Regulating the Use of Domain Names in Providing Internet-

based Information Services. Pursuant to this notice, internet access service providers shall, via the Record-filing System, regularly check the use of domain names by Internet-



based information service providers, and shall, in the case that a domain name does not exist or is expired or has no real identity information, cease the provision of access services
for the Internet-based information service provider concerned.

 
Regulations Relating to Employment
 
The Labor Contract Law and its implementation rules provide requirements concerning employment contracts between an employer and its employees. If an employer fails to

enter into a written employment contract with an employee within one year from the date on which the employment relationship is established, the employer must rectify the
situation by entering into a written employment contract with the employee and pay the employee twice the employee’s salary for the period from the day following the lapse of
one month from the date of establishment of the employment relationship to the day prior to the execution of the written employment contract. The Labor Contract Law and its
implementation rules also require compensation to be paid upon certain terminations, which significantly affects the cost of reducing workforce for employers. In addition, if an
employer intends to enforce a non-compete provision with an employee in an employment contract or non-competition agreement, it has to compensate the employee on a monthly
basis during the term of the restriction period after the termination or ending of the labor contract. Employers in most cases are also required to provide a severance payment to
their employees after their employment relationships are terminated.

 
Enterprises in the PRC are required by PRC laws and regulations to participate in certain employee benefit plans, including social insurance funds, namely a pension plan, a

medical insurance plan, an unemployment insurance plan, a work-related injury insurance plan and a maternity insurance plan, and a housing provident fund, and contribute to the
plans or funds in amounts equal to certain percentages of salaries, including bonuses and allowances, of the employees as specified by the local government from time to time at
locations where they operate their businesses or where they are located. According to the Social Insurance Law, an employer that fails to make social insurance contributions may
be ordered to pay the required contributions within a stipulated deadline and be subject to a late fee. If the employer still fails to rectify the failure to make social insurance
contributions within the stipulated deadline, it may be subject to a fine ranging from one to three times the amount overdue. According to the Regulations on Management of
Housing Fund, an enterprise that fails to make housing fund contributions may be ordered to rectify the noncompliance and pay the required contributions within a stipulated
deadline; otherwise, an application may be made to a local court for compulsory enforcement. We have not made adequate contributions to employee benefit plans, as required by
applicable PRC laws and regulations.
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Regulations Relating to Dividend Withholding Tax
 
Pursuant to the Enterprise Income Tax Law and its implementation rules, if a non-resident enterprise has not set up an organization or establishment in the PRC, or has set up

an organization or establishment but the income derived has no actual connection with such organization or establishment, it will be subject to a withholding tax on its PRC-
sourced income at a rate of 10%. Pursuant to the Arrangement between Mainland China and the Hong Kong Special Administrative Region for the Avoidance of Double Taxation
and Tax Evasion on Income, the withholding tax rate in respect to the payment of dividends by a PRC enterprise to a Hong Kong enterprise is reduced to 5% from a standard rate
of 10% if the Hong Kong enterprise directly holds at least 25% of the PRC enterprise. Pursuant to the Notice of the State Administration of Taxation on the Issues concerning the
Application of the Dividend Clauses of Tax Agreements, or Circular 81, a Hong Kong resident enterprise must meet the following conditions, among others, in order to enjoy the
reduced withholding tax: (i) it must directly own the required percentage of equity interests and voting rights in the PRC resident enterprise; and (ii) it must have directly owned
such percentage in the PRC resident enterprise throughout the 12 months prior to receiving the dividends. Furthermore, the Administrative Measures for Non-Resident Enterprises
to Enjoy Treatments under Tax Treaties (For Trial Implementation), which became effective in October 2009, require that non-resident enterprises must obtain approval from the
relevant tax authority in order to enjoy the reduced withholding tax rate. There are also other conditions for enjoying the reduced withholding tax rate according to other relevant
tax rules and regulations. In November 2015, the Administrative Measures for Non-Resident Enterprises to Enjoy Treatments under Tax Treaties became effective and repealed the
Trial Implementation, which was later replaced by the Administrative Measures on Non-resident Taxpayers Enjoying Treaty Benefits promulgated by State Taxation Administration
in October 2019. Pursuant to the new Measures, non-resident taxpayers claiming treaty benefits shall be handled in accordance with the principles of "self-assessment, claiming
benefits, retention of the relevant materials for future inspection.” Non-resident taxpayers who satisfy the criteria for entitlement to tax treaty benefits may, at the time of tax
declaration or withholding declaration through a withholding agent, enjoy the tax treaty benefits, instead of being subject to approvals, simultaneously gather and retain the
relevant materials pursuant to the provisions of these measures for future inspection and be subject to follow-up administration by the tax authorities.

 
Pursuant to the Notice of the Ministry of Finance, the State Administration of Taxation, the National Development and Reform Commission, and the Ministry of Commerce on

the Applicable Scope of the Policy of Temporary Exemption of Withholding Taxes on the Direct Investment Made by Overseas Investors with Distributed Profits, or Circular 102,
which became effective in January 2018, where an overseas investor uses profits distributed by a resident enterprise in the PRC for direct investment in an encouraged investment
project, deferred tax payment policy shall apply if the stipulated criteria is satisfied, and withholding of income tax shall be waived in the interim.

 
Regulations Relating to Foreign Exchange
 
The principal regulations governing foreign currency exchange in the PRC are the Foreign Exchange Administration Regulations, most recently amended in August 2008.

Under the PRC foreign exchange regulations, payments of current account items, such as profit distributions and trade and service-related foreign exchange transactions, can be
made in foreign currencies without prior approval from SAFE by complying with certain procedural requirements. By contrast, approval from or registration with appropriate
government authorities is required where RMB is to be converted into foreign currency and remitted out of the PRC to pay capital expenses such as the repayment of foreign
currency-denominated loans.

 
In August 2008, SAFE issued the Circular on the Relevant Operating Issues Concerning the Improvement of the Administration of the Payment and Settlement of Foreign

Currency Capital of Foreign-Invested Enterprises, or SAFE Circular No. 142, regulating the conversion by a foreign-invested enterprise of foreign currency-registered capital into
RMB by restricting how the converted RMB may be used. SAFE Circular No. 142 provides that the RMB capital converted from foreign currency registered capital of a foreign-
invested enterprise may only be used for purposes within the business scope approved by the applicable government authority and may not be used for equity investments within
the PRC. SAFE also strengthened its oversight of the flow and use of the RMB capital converted from foreign currency registered capital of foreign-invested enterprises. The use
of such RMB capital may not be changed without SAFE’s approval, and such RMB capital may not in any case be used to repay RMB loans if the proceeds of such loans have not
been used. In March 2015, SAFE issued SAFE Circular No.19, which took effect and replaced SAFE Circular No. 142 from June 1, 2015. Although SAFE Circular No.19 allows for the
use of RMB converted from the foreign currency-denominated capital for equity investments in the PRC, the restrictions continue to apply as to foreign-invested enterprises’ use
of the converted RMB for purposes beyond the business scope, for entrusted loans or for inter-company RMB loans. The sixth article of SAFE Circular No.19 relating to the
administration of the exchange settlement and use of the capital in the foreign exchange account under other direct investments has been abolished by SAFE Circular No.39 in
2019.
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In November 2012, SAFE promulgated the Circular on Further Improving and Adjusting Foreign Exchange Administration Policies on Foreign Direct Investment, and amended
it in May 2015, which substantially amends and simplifies the current foreign exchange procedure. Pursuant to this circular, the opening of various special purpose foreign
exchange accounts (e.g. pre-establishment expenses account, foreign exchange capital account, guarantee account), the reinvestment of lawful incomes derived by foreign
investors in the PRC (e.g. profit, proceeds of equity transfer, capital reduction, liquidation and early repatriation of investment), and purchase and remittance of foreign exchange as
a result of capital reduction, liquidation, early repatriation or share transfer in a foreign-invested enterprise no longer require SAFE approval, and multiple capital accounts for the
same entity may be opened in different provinces, which was not possible before. The Appendix 1 and 2 have been abolished by SAFE Circular No.39 in 2019. In addition, SAFE
promulgated the Circular on Printing and Distributing the Provisions on Foreign Exchange Administration over Domestic Direct Investment by Foreign Investors and the
Supporting Documents in May 2013, which specifies that the administration by SAFE or its local branches over direct investment by foreign investors in the PRC shall be
conducted by way of registration and banks shall process foreign exchange business relating to the direct investment in the PRC based on the registration information provided by



SAFE and its branches. The Appendix 3 and Article 11 in the Appendix 1 which stipulates that the foreign exchange bureaus shall implement annual inspection on foreign
investment enterprises pursuant to the relevant provisions of the State have been abolished by SAFE Circular No.39 in 2019.

 
In February 2015, SAFE promulgated the Circular on Further Simplifying and Improving the Policies Concerning Foreign Exchange Control on Direct Investment, or SAFE

Circular No. 13, which took effect on June 1, 2015. SAFE Circular No. 13 delegates the authority to enforce the foreign exchange registration in connection with the inbound and
outbound direct investment under relevant SAFE rules to certain banks and therefore further simplifies the foreign exchange registration procedures for inbound and outbound
direct investment. SAFE Circular No.13 has been partially abolished by SAFE Circular No.39 in 2019.

 
The Holding Foreign Companies Accountable Act and the Accelerating Holding Foreign Companies Accountable Act
 
Our ordinary shares may be prohibited from trading on a national exchange or "over-the-counter” markets under the Holding Foreign Companies Accountable Act (the

"HFCAA”) if the Public Company Accounting Oversight Board ("PCAOB”) determines that it is unable to inspect or fully investigate our auditor and as a result the exchange
where our securities are traded may delist our securities. Furthermore, on June 22, 2021, the U.S. Senate passed the Accelerating Holding Foreign Companies Accountable Act (the
"AHFCAA”), which was signed into law on December 29, 2022, amending the HFCAA and requiring the SEC to prohibit an issuer’s securities from trading on any U.S. stock
exchange if its auditor is not subject to PCAOB inspections for two consecutive years instead of three consecutive years. Pursuant to the HFCAA, the PCAOB issued a
Determination Report on December 16, 2021, which found that the PCAOB was unable to inspect or investigate completely certain named registered public accounting firms
headquartered in mainland China and Hong Kong.

 
Our independent registered public accounting firm is headquartered in Singapore and has been inspected by the PCAOB on a regular basis and as such, it is not affected by or

subject to the PCAOB’s 2021 Determination Report. On August 26, 2022, the SEC issued a statement announcing that the PCAOB signed a Statement of Protocol with the CSRC
and the Ministry of Finance of the People’s Republic of China governing inspections and investigations of audit firms based in China and Hong Kong, jointly agreeing on the need
for a framework. On December 15, 2022, the PCAOB announced that it has secured complete access to inspect and investigate registered public accounting firms headquartered in
mainland China and Hong Kong and voted to vacate the previous 2021 Determination Report to the contrary. Notwithstanding the foregoing, in the future, if there is any
regulatory change or step taken by regulators that does not permit our auditor to provide audit documentations to the PCAOB for inspection or investigation, shareholders may be
deprived of the benefits of such inspection which could result in limitation or restriction to our access to the U.S. capital markets and trading of our securities, including trading on
the national exchange and trading on "over-the-counter” markets, may be prohibited under the HFCAA and AHFCAA and/or PCAOB may consider the need to issue new
determinations consistent with the HFCAA and Rule 6100. See "Risk Factors - Risks Relating to Doing Business in China.”
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C. Organizational Structure

 
The following diagram illustrates our current corporate structure.
 

 
 
Our respective operating subsidiaries are as follows: (i) Mercurity Fintech Technology (MFH Tech) acting as the operating entity of distributed storage and computing

services and business consultation services in North America; (ii) after completing the acquisition of all assets and liabilities of J.V. Delaney & Associates and only after obtaining
FINRA approval, Chaince Securities to operate our financial advisory services, online and traditional brokerage services in North America; and (iii) Ucon and Lianji Future acting
as the operating entities of the business consultation services in the Asia-Pacific region.

 
D. Property, Plants and Equipment

 
On December 15, 2022, the Company entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3

decentralized storage infrastructure (the "Equipment”), including cryptocurrency mining servers, cables, and other electronic devices. Starting on December 20, 2022, we use some
of the storage capacity of these devices for Filecoin mining business. We have rented the Filecoin mining operating premises located in New Jersey, United States from Cologix US,
Inc. for the storage of the Equipment.

 
Our executive office is located at 1330 Avenue of Americas, Fl 33, New York, 10019, United States. Our headquarters occupy a total of 5,730 square feet. The lease of our

headquarter office has a term of three calendar year, from November 1, 2022 to September 29, 2025, with an annual rent cost of $358,044 for the year ended December 31, 2023.
 
Our Shenzhen office (the "Shenzhen Office”) is located at Room 1215, Xin’nan Block No.2, Yuehai Street, Nanshan District, Shenzhen City, 518000, Guangdong Province,

People’s Republic of China. The Shenzhen Office has the office space of approximately 195 square meters (approximately 2,099 square feet), an 18-months lease, for an annual base
rent of RMB360,000, approximately equal to $50,841 in 2023. The lease for the Shenzhen Office commenced in June 2022 and shall expire in the end of April 2024. We are seeking to
lease a new office in Shenzhen for our China operations and have identified certain office space, with the execution of the lease agreement pending as of the date of this report.
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Our Hong Kong office (the "Hong Kong Office”) is located at Office Room 12, Smart-Space FinTech 1, Unit 617 - 620, Level 6, Core E, Cyberport 3, No. 100 Cyberport Road,
Hong Kong. The Hong Kong Office has a flexible monthly lease, subject to auto-renewal each month. The rent cost of the Hong Kong Office for the year ended December 31, 2023
was approximately $6,780.

 
We believe that we will be able to obtain adequate facilities, principally through leasing, to accommodate our future expansion plans. We believe that our current property

rights are sufficient for our current operations.
 

ITEM 4A. UNRESOLVED STAFF COMMENTS
 
Not applicable.
 

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
 
You should read the following discussion and analysis of our financial condition and results of operations in conjunction with our consolidated financial statements and

the related notes included elsewhere in this annual report. This discussion contains forward-looking statements that involve risks and uncertainties. Our actual results and the
timing of selected events could differ materially from those anticipated in these forward-looking statements as a result of various factors, including those set forth under "Item 3.
Key Information—D. Risk Factors” and elsewhere in this annual report on Form 20-F.

 
Explanatory Note.
 

We have amended and restated our consolidated statement of cash flows for the financial year ended December 31, 2022, by reclassifying the net cash provided by disposal of
digital assets from operating activities to investment activities. Please refer to our consolidated statement of cash flows for the financial year ended December 31, 2022 at page F-12
of this annual report, and Note 2 at page F-15 of this annual report.

 
A. Operating Results
 
Overview
 

In the first half of 2023, we decided not to continue conducting blockchain technology service business related to the asset trading platform, asset digitalization platform and
decentralized finance (DeFi) platform. As of December 31, 2023, our business line included two parts: providing distributed storage and computing services, and business
consultation services. At the same time, we are acquiring an investment advisory firm and FINRA licensed broker dealer, and after completing this acquisition, our business line
will add two new parts: financial advisory services and securities brokerage services.

 
Distributed storage and computing services
 
In August 2021, we added cryptocurrency mining as one of our main businesses going forward. We entered into cryptocurrency mining pools by executing a business

contract with a collective mining service provider on October 22, 2021 to provide computing power to the mining pool and derived USD$664,307 related revenue in 2021 and
USD$783,089 related revenue in the first half of 2022. However, the management did not anticipate the Bitcoin market crash that would begin in December 2021, causing our Bitcoin
mining business to suffer a great loss. From May 2022, we have not engaged in any Bitcoin mining business.

 
On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized

storage infrastructure (the "equipment”), including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable
in our ordinary shares. We started using some of the storage capacity of the equipment for Filecoin mining business from December 20, 2022. For the year ended December 31, 2022
and 2023, we earned $348 and $ $285,928 respectively in Filecoin mining revenue from physical mining operations. However, due to our lack of sufficient Filecoins to meet the
collateral requirements for conducting Filecoin mining business, we have not fully utilized our equipment, while the depreciation of the equipment was based on the expected
useful life using the straight-line method, which resulted in depreciation costs far exceeding Filecoin mining revenue in 2023, causing our Filecoin mining business to suffer a great
loss.
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On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage PTE. LTD. ("Origin Storage”). The Company will use Origin
Storage’s technology to re package the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The Filecoin
mining services provided by Origin Storage include but are not limited to storage server services, computing encapsulation server services, and technical services. As of April 15,
2024, by adopting the new technology provided by Origin Storage, we have opened two new nodes (replacing the two old nodes we opened in 2023) with an effective storage
capacity of 70 PiB, taking up only 7 PiB original storage capacity (the "Raw Byte Power”)of our Web3 decentralized storage infrastructure, which means that using the new
technology provided by Origin Storage to occupy the same original storage capacity can achieve 10 times the effective storage capacity, and the Company is expected to achieve
greater productivity of the cryptocurrency mining business in the future.

 
Business consultation services
 
In July 2022, we added consultation services to our business, providing business consulting services to global corporate clients, especially those in the blockchain industry.

Meanwhile, we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and digital payment
business and have been expanding our business into those two sectors, such as building up client base and acquiring the necessary licenses. However, due to resource restraints,
we have ceased our development plans in digital payment business, including digital payment services and solution consulting, and applications for the required money transmit
licenses since March 2024.

 
On August 23, 2022, we signed a Consulting Agreement with a Chinese media company, pursuant to which MFH Tech will serve as a business consultant in order to facilitate

the client to establish the entity in the United States and make financing strategy, and the agreed amount of the immutable consideration portion of the agreement is $160,000. We
recognized consultation services revenue of $80,000 for the year ended December 31, 2022 based on the percentage-of-completion. As of June 30, 2023, all the agreed services
under the consulting agreement with the Chinese media signed on August 23, 2022 had been completed, and the Company recognized consultation services revenue of $80,000 for
the first half of 2023 based on the percentage-of-completion.

 
On August 1, 2023, we signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the client in

providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than $150,000 in revenue from this new
agreement within the next year.

 
On November 1, 2023, the Company signed a financial consulting agreement with an American logistics company. The Company will serve as a business consultant in order to

facilitate introductions between the Company’s clients and esteemed third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’
fundraising endeavors within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the next year.

 



Financial advisory services and securities brokerage services
 
On April 12, 2023, we completed the incorporation of another U.S. subsidiary, Chaince Securities, Inc. ("Chaince Securities”), which plans to develop financial advisory

services, online and traditional brokerage services independently in the future. On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement for the acquisition
of all assets and liabilities of J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer. The FINRA review procedure for such acquisition is
currently still ongoing. As of December 31, 2023, we have not received any income from financial advisory and securities brokerage services as we have not yet obtained relevant
financial license.
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Key Components of Results of Operations
 

Revenue
 
The table below sets forth our Revenue in aggregate and by service type therein for the three years:

 
  For the year Ended December 31,  
  2023   2022   2021  
  US$   US$   US$  
Revenue:             
Business consultation services   160,000   80,000   — 
Distributed storage and computing services   285,928   783,438   664,307 
Technical services   —   —   5,864 
Total Revenue  $ 445,928  $ 863,438  $ 670,171 

 
Business consultation services
 
In July 2022, the new management of the Company fully considered the huge uncertainty caused by the volatility of the cryptocurrency market, and decided to add

consultation services as one of our main businesses, providing business consulting services to global corporate clients, especially those in the blockchain industry. Meanwhile,
we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and have been setting up the
foundation for such brokerage services, such as building up client base and acquiring the necessary licenses.

 
On August 23, 2022, the Company signed a Consulting Agreement with a Chinese media company, pursuant to which the Company will serve as a business consultant in

order to facilitate the client to establish its operating entity in the United States and related financing strategy, and the agreed amount of the immutable consideration portion of the
agreement is $160,000. As of December 31, 2022, approximately 50% of the agreed services had been completed as scheduled, and the Company recognized consultation services
revenue of $80,000 for the year ended December 31, 2022 based on the percentage-of-completion. As of December 31, 2023, all the agreed services under this agreement have been
completed, and the Company recognized consultation services revenue of $80,000 for the year ended December 31, 2023 based on the percentage-of-completion.

 
On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the client

in providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than $150,000 in revenue from this
new agreement within the next year. As of December 31, 2023, approximately 40% of the agreed services had been completed as scheduled, and the Company recognized
consultation services revenue of $60,000 for the year ended December 31, 2023 based on the percentage-of-completion.

 
On November 1, 2023, the Company signed a financial consulting agreement with an American logistics company. The Company will serve as a business consultant in order to

facilitate introductions between the Company’s clients and esteemed third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’
fundraising endeavors within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the next year. As of December 31, 2023,
approximately 40% of the agreed services had been completed as scheduled, and the Company recognized consultation services revenue of $20,000 for the year ended December
31, 2023 based on the percentage-of-completion.

 
Distributed storage and computing services
 
The Company’s distributed storage and computing services business includes cryptocurrency mining and cloud storage services for other decentralized platform operators.
 
From October 2021 to April 2022, the Company obtained the usage rights of a certain number and specific models of Bitcoin mining machines and specific business premises

by executing contracts with the sharing mining service provider, and registered as users on the mining pool website, complying with the general terms and conditions required to
join the mining pool published on the mining pool website, to increase computing power to the mining pool. In exchange for providing computing power, the Company was entitled
to a fractional share of the fixed digital asset awards the mining pool operator receives, for successfully adding blocks to the blockchain. The Company’s fractional share was
relative to the proportion of computing power the Company contributed to the mining pool operator toward the total computing power contributed by all mining pool participants
in solving the current algorithm. Providing computing power in digital asset transaction verification services was an output of the Company’s ordinary activities. The provision of
such computing power was the only performance obligation in the general terms of the mining pool website. The transaction consideration the Company received, if any, was
noncash consideration, which the Company measured at fair value on the date received, which was not materially different than the fair value at contract inception or the time the
Company had earned the award from the pools. These considerations were all variable. Since significant reversals of cumulative revenue were possible given the nature of the
assets, the consideration was constrained until the mining pool operator successfully places a block (by being the first to solve an algorithm) and the Company received
confirmation of the consideration it would receive, at which time revenue was recognized. There was no significant financing component related to these transactions. Fair value of
the digital assets award received was determined using the quoted price of the related digital assets at the time of receipt. The Company earned $783,090 in Bitcoin mining revenue
from shared mining operations for the year ended December 31, 2022, and $664,307 for the year ended December 31, 2021. Due to the sharp fluctuations in the price of Bitcoin over
the past two years, from May 2022 to the end of 2023, the Company did not carry out any business related to Bitcoin mining. Going forward, we currently have no plan to continue
our Bitcoin mining operation.
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On December 15, 2022, the Company entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3
decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5.98 million, payable in
the Company’s ordinary shares. Starting on December 20, 2022, the Company uses some of the storage capacity of these devices for Filecoin mining business, and other storage
capacity will be used to provide cloud storage services to distributed application product operators. The Company has rented the Filecoin mining operating premises located in
New Jersey, United States from Cologix US, Inc. and the Company has entered into the Filecoin mainnet as a miner by registering as a user on the Filecoin mainnet, complying with
the general terms and conditions required to become a miner published on the Filecoin mainnet. The essence of Filecoin mining business is that the Company utilizes its Web3
decentralized storage infrastructure and provide cloud storage services to the end customers through the Filecoin mainnet. In exchange for providing storage capacity, the
Company is entitled to a fractional share of the fixed digital asset awards from the Filecoin mainnet, for successfully adding blocks to the blockchain. The Company’s fractional
share is relative to the proportion of storage capacity we contribute to Filecoin mainnet toward the total storage capacity contributed by all the Filecoin mainnet’s participants in



solving the current algorithm. Providing storage capacity in digital asset transaction verification services is an output of the Company’s ordinary activities. The provision of such
storage capacity is the only performance obligation in the general terms of the Filecoin mainnet. The transaction consideration the Company receives, if any, is noncash
consideration, which the Company measures at fair value on the date received, which is not materially different than the fair value at contract inception or the time the Company
has earned the award from the Filecoin mainnet. These considerations are all variable. Since significant reversals of cumulative revenue are possible given the nature of the assets,
the consideration is constrained until the all the miners successfully places a block (by being the first to solve an algorithm) and the Company receives confirmation of the
consideration it will receive, at which time revenue is recognized. There is no significant financing component related to these transactions. Fair value of the digital assets award
received is determined using the quoted price of the related digital assets at the time of receipt. For the year ended December 31, 2022 and 2023, we earned $348 and $285,928
respectively in Filecoin mining revenue from physical mining operations, and did not receive any revenue from providing cloud storage services to decentralized platform
operators.

 
On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage PTE. LTD. ("Origin Storage”). The Company will use Origin

Storage’s technology to repackage the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The Filecoin
mining services provided by Origin Storage include but are not limited to storage server services, computing encapsulation server services, and technical services. Through Origin
Storage’s new technology in the Filecoin mining field, the Company is expected to improve the output efficiency of the Filecoin mining business.

 
Technical services
 
From April to June 2023, our management reassessed the potential adverse effects of changes in the Company’s business environment, and readjusted the Company’s

business structure and the future development plan. Considering the enormous uncertainty brought by the cryptocurrency market turmoil in the past two years to the blockchain
industry, as well as the regulatory uncertainties, despite our ability to quickly reorganize the blockchain technical service team, we have decided not to continue conducting
blockchain technology service business related to the asset trading platform, asset digitalization platform and decentralized finance (DeFi) platform.

 
Due to the dismantling of the VIEs and the cessation of all business related to the digital asset transaction platforms, as well as the temporary difficulties brought to us by the

incident that our cryptocurrencies were out of control, the original Chinese technical team left in the first half of 2022 and we failed to rebuild the technical service team in the
second half of 2022. As a result, our blockchain technical services business did not generate any revenue in 2022 and 2023.

 
Due to the change of the management and technical team in 2021, the original business contract discontinued, resulting in the blockchain technical services revenue of only

$128,207 for the year ended December 31, 2021, of which $122,343 revenue generated by the VIE entities subject to divestment is shown as Loss/income from discontinued
operations in the consolidated income statement, and $5,864 is shown as Revenue in the consolidated income statement.
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Cost of Revenue
 
The table below sets forth our cost of Revenue in aggregate and by service type therein for the three years:

 
  For the year Ended December 31,  
  2023   2022   2021  
  US$   US$   US$  
Cost of Revenue:             
Business consultation services   (138,092)   (19,000)   — 
Distributed storage and computing services   (1,286,220)   (1,361,600)   (702,679)
Technical services   —   —   — 
Total cost of Revenue  $ (1,424,312)  $ (1,380,600)  $ (702,679)
 

Business consultation services
 
In 2023, the Company only implemented two business consultation projects. The direct costs of the Company’s business consultation services included office space

expenses, team salaries, travel expenses, printing fees, and the fees required to acquire clients. The cost of consultation services was recognized in the amount of $19,000 and
$138,092 respectively for the year ended December 31, 2022 and 2023.

 
Distributed storage and computing services
 

 a) Bitcoin mining
 

The cost of the Bitcoin shared mining operation includes the rental fee of the mining machine and the mine site, electricity and other possible operation and maintenance
expenses. There were no Bitcoin mining operations in the year ended December 31, 2023. The cost of Bitcoin shared mining operations was recognized in the year ended December
31, 2022 in the amount of $1,291,784, including $1,036,741 for mining machines and mine leases and $255,043 for electricity. The cost of Bitcoin shared mining operations was
recognized in the year ended December 31, 2021 in the amount of $702,679, including $563,955 for mining machines and mine leases and $138,724 for electricity.

 
The Company carried out Bitcoin mining from October 2021 to April 2022. The Company’s computing power during this period was 35,000TH/s, the average daily output

during this period was 0.17011136 BTC, and the revenue per unit of computing power was 0.000004860 BTC/TH/day. For this Bitcoin mining business, the Company essentially
leased the Bitcoin mining machines instead of owning them, while the cost of renting the mining machines proved to be very high. The average daily operating cost (including the
cost of renting the mining machines) of the Company’s Bitcoin mining was $110,80.51, so the Company would not make a profit until the average price of Bitcoin exceeds $65,137.
However, back in October 2021, the management did not anticipate the Bitcoin market crash that would begin in December 2021. In December 2021, the price of Bitcoin suddenly
plummeted from the price range of $60,000 per coin and during 2022 and 2023 such price lingered around the range of $15,000 to $49,000, causing our Bitcoin mining business to
suffer a great loss. Due to the sharp fluctuations in the price of Bitcoin over the past two years, from May 2022 to the end of 2023, we did not carry out any business related to
Bitcoin mining. Going forward, we currently have no plans to resume Bitcoin mining business.

 
 b) Filecoin mining

 
The cost of the Filecoin physical mining operation includes mining machine depreciation costs, mine site lease costs (including electricity), direct labor costs and software

licensing costs. The cost of Filecoin physical mining operations was recognized in the year ended December 31, 2023 in the amount of $1,286,220, including mining machine
depreciation costs of $897,435, mine lease costs (including electricity) of $291,347, direct labor costs of $4,000, and software licensing costs of $93,438. The cost of Filecoin physical
mining operations was recognized in the year ended December 31, 2022 in the amount of $69,816, including mining machine depreciation costs of $$28,950, mine lease costs
(including electricity) of $22,075, direct labor costs of $4,000, and software licensing costs of $14,791.
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The Company carried out Filecoin mining business from December 2022. As of December 31, 2023, the Company has opened two nodes on the Filecoin blockchain with the



total effective storage capacity of 19.04PiB. The operating costs of Filecoin mining business currently include depreciation costs of equipment, site fees, electricity fees, network
fees and software deployment costs. Due to the fact that the number of nodes in the Company’s Filecoin mining business and the storage capacity of each node have not yet
reached the set maximum level, the Company still receives relatively few Filecoin rewards, and the corresponding revenue recognized by the Company is also relatively low.
However, the Web3 decentralized storage infrastructure used by the Company for Filecoin mining are depreciated based on the expected useful life using the straight-line method,
which resulted in depreciation costs far exceeding Filecoin mining revenue in 2023.

 
Technical services
 
We did not generate any blockchain technical services revenue in 2022 and 2023, nor did we incur any technical services costs.
 
Our cost of blockchain technical services revenue consist of the payroll of technical personnel. Our cost of blockchain technical services Revenue was $nil in the consolidated

income statement for the year ended December 31, 2021.
 
Operating Expenses
 
The table below sets forth our operating expenses from continuing operations for the three years:

 
  For the year Ended December 31,  
  2023   2022   2021  
Operating expenses:             
Sales and marketing   (449,900)   (35,000)   — 
General and administrative   (2,515,291)   (2,156,063)   (10,351,357)
Provision for doubtful accounts   —   (3,138)   (1,750,909)
(Loss)/income on disposal of intangible assets   —   (29,968)   121,020 
Impairment loss of property and equipment   (307,733)   —   — 
Impairment loss of intangible assets   (4,248,085)   (3,144,053)   (1,292,568)
Total operating expenses  $ (7,521,009)  $ (5,368,222)  $ (13,273,814)
 

Our operating expenses consist of sales and marketing expenses, general and administrative expenses, provision for doubtful accounts, (loss)/income on disposal of intangible
assets and impairment loss of intangible assets. Our total operating expenses were $7,521,009, $5,368,222 and $13,273,814 for the year ended December 31, 2023, 2022 and 2021.

 
Sales and marketing expenses
 
On January 13, 2023, the Company’s US subsidiary MFH Tech signed a Consulting Agreement with Dato Ai Technology Corporation ("Dato”), pursuant to which Dato will

provide sales and marketing services as an independent contractor in order to search for and identify potential clients of the Company’s business consultation services. In 2023,
MFH Tech paid Dato $250,000 as the consulting fees.

 
On June 12, 2023, the Company’s US subsidiary MFH Tech signed a Referral Agreement with Global Innovation Wisdom Consultant, Inc (the "Global Innovation Wisdom”),

pursuant to which Global Innovation Wisdom will use its best efforts to introduce a bank to MFH Tech, and MFH Tech intended to carry out digital banking services by acquiring
this bank. MFH Tech paid Global Innovation Wisdom $100,000 as consulting fees in 2023, although MFH Tech did not ultimately complete the acquisition of the bank.

 
On August 23, 2022, our US subsidiary MFH Tech signed a Consulting Agreement with a Chinese media company, pursuant to which MFH Tech will serve as an independent

contractor in order to facilitate the Client to conduct its initial public offering. We paid $35,000 to the client’s referral agent and we recognized it as sales and marketing expenses in
the consolidated statements of operations for the year ended December 31, 2022.

 
On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the client

in providing management consulting services and introducing professional service agency resources. We totally paid $85,000 to the client’s referral agent in 2023 and we
recognized it as sales and marketing expenses in the consolidated statements of operations for the year ended December 31, 2023.
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In addition, other marketing fees of $2,400 were recognized for MFH Tech’s business promotion for 2023.
 
The definition of our main business has undergone some restructuring in recent years, and as it becomes more well-defined, and as current structural business investments

mature and begin to yield revenue, we have plans to steadily increase our marketing and promotional investment and efforts.
 
General and administrative expenses
 
Our general and administrative expenses consist primarily of (i) salaries and benefits for employees, which are the salaries and benefits for our management, merchant service

representatives and general administrative staff, (ii) office expenses, which consist primarily of office rental, maintenance and utilities expenses, depreciation of office equipment
and other office expenses, and (iii) professional expenses, which consist primarily of legal expense and audit fees.

 
Our general and administrative expenses were $2,515,291 for the year ended December 31, 2023, compared to $2,156,063 and $10,351,357 in the same period of 2022 and 2021.
 
General and administrative expenses for 2023 consisted primarily of $549,042 in employment costs, $1,271,174 in professional fees, and $695,076 in other office expenses.
 
We restructured the board of directors in May 2022 and again in October 2022, and our management had undergone significant changes. The total salaries and benefits for

employees for 2022 are $1,374,839, with $816,444 paid in cash and $558,395 in stock. The total professional expenses for 2022 are $581,557, including $367,524 legal expenses. The
total other office expenses are $199,667.

 
In 2021, due to the changes in our core management and business teams, many employees participating in our stock incentive plan were allowed to accelerate the vesting of

their shares that have not yet reached the vesting period. Combined with the impact of the implementation of the additional stock incentive plan in 2021, our stock incentive
expenses recognized in 2021 were $8,349,862. In addition, as a result of these changes, our professional expenses such as lawyers and financial consultants were $1,156,125 in 2021.
The total general and administrative expenses of 2021 were $10,351,357.

 
While our operating expenses currently remain relatively low, we expect, as our recent investments in future business lines capture increasing revenues, to apply major

reinvestments into the operations of all of our promising current investments and core business including R&D, hiring expert staff, and efforts to support the further global
expansion of our business.

 
Provision for doubtful accounts
 
Our losses from provision for doubtful accounts for 2022 were all due to other receivables that could not be collected.



 
Due to the changes of our management and business team in the second half of 2021, we failed to collect the blockchain technical services receivable $1,092,208 from BGA

FOUNDATION LTD and $54,923 from Beijing Qichi Trading Ltd. in a timely manner. Our consolidated statements of operations for the year ended December 31, 2021 includes a full
provision for doubtful accounts from the above accounts receivable.

 
(Loss)/income on disposal of intangible assets
 
In January 2022, we sold 1,000,000 USD Coins to finance our daily operations and generated a loss of $29,968.
 
In October 2021, we sold 10 Bitcoins to finance our daily operations and generated an income of $121,001. We sold other cryptocurrencies and generated an income of $19 in

2021.
 
Impairment loss of property and equipment
 
During 2023, approximately 20 machines of the Web3 decentralized storage infrastructure experienced severe malfunctions that prevented them from continuing operations.

The Company scrapped the machines and recognized an impairment loss of $307,734 for the year ended December 31, 2023.
 
Impairment loss of intangible assets
 
Due to the price crash of Bitcoin in 2022, we, out of caution, decided to change the impairment test method of Bitcoin and other cryptocurrencies from testing once or twice a

year by calculating the fair value based on the average daily closing price of the past 12 months to testing every day by calculating the fair value based on the intraday low price.
Because the intraday low price of cryptocurrencies to be utilized in calculating impairment of our cryptocurrencies held as that metric is the most accurate indicator of whether it is
more likely than not that the asset is impaired.
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We estimated the fair values of the Filecoins based on the intraday low price of the Coinbase platform every day and recognized $303,276 impairment loss of Filecoins for the
year ended December 31, 2023.

 
As of December 31, 2023, the Company has not made positive progress in recovering its crypto assets out of control. Although it is considered inappropriate from a legal

perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot estimate the time it may
take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, with the amount of $3,944,809,
to eliminate the potential significant uncertainty on the financial statements.

 
We estimated the fair values of the cryptocurrencies based on the intraday low price every day and recognized $3,144,053 impairment loss for the year ended December 31,

2022, including $3,111,232 impairment loss of Bitcoins, $26,957 impairment loss of Filecoins and $5,864 impairment loss of Tether USDs. We wrote off the original value of the $5,864
cryptocurrencies and the $5,864 impairment in 2022 due to the platform where the wallet of the $5,864 cryptocurrencies was stored had gone out of business, we had been no longer
able to withdraw the cryptocurrencies as of December 31, 2022.

 
As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security Bureau. The Sheyang County Public Security Bureau did not

provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had not been informed of any information that may prevent the
Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of December 31, 2022, we did not recognize any impairment
losses related to the loss of control over these crypto assets.

 
We estimated the fair values of the cryptocurrencies based on the intraday low price every day and recognized $1,292,568 impairment loss for the year ended December 31,

2021, including $908,453 impairment loss of Bitcoins, $11,120 impairment loss of USD Coins and $372,995 impairment loss of FFcoins and other cryptocurrencies. We wrote off the
original value of the $1,208,339 FFcoins and other cryptocurrencies and the $1,208,339 impairment in 2021 due to the FFcoin platform had gone out of business, these FFcoins and
other cryptocurrencies no longer had any market value as of December 31, 2021.

 
Interest (expenses)/income, net
 
Our interest (expenses)/income, net consists primarily of: 1) the interest income from cash and short-term deposits with banks, providing loans to external parties; 2) the

interest expenses for our Convertible Promissory Note, and Filecoin borrowed as initial pledge for Filecoin mining business.
 
The table below sets forth our interest (expenses)/income, net for the year ended December 31, 2023, 2022 and 2021:
 

  For the year Ended December 31,  
  2023   2022   2021  
Interest (expenses)/income, net:             
Convertible note interest expenses (i)   (410,548)   —   — 
Interest income from cash and short-term deposits   214,482   5,118   1,083 
Interest expenses for Filecoin borrowed as initial pledge   (12,583)   —   — 
Interest income from providing loans to external parties   12,594   —   — 
Interest (expenses)/income, net  $ (196,055)  $ 5,118  $ 1,083 
 
(i) Convertible note interest expenses
 

The Company entered into a Securities Purchase Agreement ("SPA”) with a non-U.S. investor (the "Purchaser”). Pursuant to the SPA dated January 31, 2023, the Company
issued the Purchaser an Unsecured Convertible Promissory Note (the "Note”) with a face value of $9 million (the "Proceeds”) upon receiving the Proceeds from the Purchaser on
February 2, 2023. The Note shall bear non-compounding interest at a rate per annum equal to 5% from the date of issuance until repayment of the Note unless the Purchaser elects
to convert the Note into ordinary shares. If the Purchaser does not elect to convert the Note, then the outstanding principal amount and all accrued but unpaid interest on the Note
shall be due and payable upon the one-year anniversary of the Issuance Date of the Note (the "Maturity Date”). For the year ended December 31, 2023, the Company recognized
$410,548 interest expenses for the Note.
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The Purchaser has the right to convert the outstanding balance (excluding any and all accrued but unpaid interest on the Note as of the date of such notice) under the Note
into the Company’s ordinary shares (the "Conversion Shares”) at a per share price equal to $0.00172, (70% of the average closing price of the American Depositary Receipts
divided by 360 during the 30-consecutive trading day period immediately preceding the date of the Securities Purchase Agreement, equivalent to $0.688 per ordinary share after the
share consolidation effected on February 28, 2023) according to the terms and conditions of the Note. Prior to repayment of the Note, the Holder may, in its sole discretion, elect to



convert this Note during two select periods before the Maturity Date, including the fifteen days period preceding the calendar date six months after the date of issuance of the
Note (the "First Election Period”), as well as the fifteen days period preceding the Maturity Date (the "Second Election Period”).

 
Pursuant to the Accounting Standards Update 2020-06, for convertible instruments, the instruments primarily affected are those issued with beneficial conversion features or

cash conversion features because the accounting models for those specific features are removed. However, all entities that issue convertible instruments are affected by the
amendments to the disclosure requirements in this Update. Under the amendments in Accounting Standards Update 2020-06, the embedded conversion features no longer are
separated from the host contract for convertible instruments with conversion features that are not required to be accounted for as derivatives under Topic 815, Derivatives and
Hedging, or that do not result in substantial premiums accounted for as paid-in capital. Consequently, a convertible debt instrument will be accounted for as a single liability
measured at its amortized cost and a convertible preferred stock will be accounted for as a single equity instrument measured at its historical cost, as long as no other features
require bifurcation and recognition as derivatives. Therefore, when the Company received the convertible note financing of $9 million, we recognized the debt (note payable) of $9
million based on the principal and calculated interest according to the coupon interest agreed upon in the contract.

 
Financing costs
 
The table below sets forth our financing costs recognized in current expenses for the six months ended 2022 and 2023:
 

  For the year Ended December 31,  
  2023   2022   2021  
Financing costs:             
Financial advisory fees for Unsecured Convertible Promissory Note   (450,000)   —   — 
Total financing costs  $ (450,000)  $ —  $ — 
 

In February 2023, according to the agreement with the financial advisor for the Company’s Unsecured Convertible Promissory Note with a financing amount of $9 million, the
Company paid a financial advisor fee of 5% of the financing amount to the financial advisor in 2023. No related costs occurred in the year ended December 31, 2022 and 2021.

 
Critical Accounting Policies
 

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements. These financial statements are prepared
in accordance with U.S. GAAP, which requires the Company to make estimates and assumptions that affect the reported amounts of our assets and liabilities and revenues and
expenses, to disclose contingent assets and liabilities on the dates of the consolidated financial statements, and to disclose the reported amounts of revenues and expenses
incurred during the financial reporting periods. The most significant estimates and assumptions include the valuation of digital assets and other current assets, useful lives of
property and equipment, the recoverability of long-lived assets, provision necessary for realization of deferred tax assets. We continue to evaluate these estimates and
assumptions that we believe to be reasonable under the circumstances. We rely on these evaluations as the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Since the use of estimates is an integral component of the financial reporting process, actual results could differ from
those estimates as a result of changes in our estimates. Some of our accounting policies require higher degrees of judgment than others in their application. We believe critical
accounting policies as disclosed in this release reflect the more significant judgments and estimates used in preparation of our consolidated financial statements.
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Recently Issued and Adopted Accounting Pronouncements
 

The Company has evaluated all other recently issued accounting pronouncements and believes such pronouncements do not have a material effect on the Company’s
financial statements. See Note 3 of the consolidated financial statements as of December 31, 2023.
 
Results of Operations
 
Results of Operations for the Year Ended December 31, 2023 and 2022
 

The following table summarizes the results of our operations during the years ended December 31, 2023 and 2022, respectively, and provides information regarding the dollar
increase or (decrease) during period.
 

  For the year Ended December 31,   Variance in  
  2023   2022   Amount  

 (US$, except share and share related data)
Revenue  $ 445,928  $ 863,438  $ (417,510)

Business consultation services   160,000   80,000   80,000 
Distributed storage and computing services   285,928   783,438   (497,510)
Technical services   —   —   — 

Cost of Revenue  $ (1,424,312)  $ (1,380,600)  $ (43,712)
Business consultation services   (138,092)   (19,000)   (119,092)

Distributed storage and computing services   (1,286,220)   (1,361,600)   75,380 
Technical services   —   —   — 

Gross profit  $ (978,384)  $ (517,162)  $ (461,222)
Sales and marketing   (449,900)   (35,000)   (414,900)
General and administrative   (2,515,291)   (2,156,063)   (359,228)
Provision for doubtful accounts   —   (3,138)   3,138 
(Loss)/income on disposal of intangible assets   —   (29,968)   29,968 
Impairment loss of property and equipment   (307,733)   —   (307,733)
Impairment loss of intangible assets   (4,248,085)   (3,144,053)   (1,104,032)
Operating loss from continuing operations  $ (8,499,393)  $ (5,885,384)  $ (2,614,009)
Interest (expenses)/income, net   (196,055)   5,118   (201,173)
Financing costs   (450,000)   —   (450,000)
Other (expenses)/income, net   2,379   1,248   1,131 
Loss on market price of short-term investment   (226,210)   —   (226,210)
Loss from selling short-term investments   (78,693)   —   (78,693)
Loss from disposal of subsidiaries   —   (4,664)   4,664 
Loss before provision for income taxes  $ (9,447,972)  $ (5,883,682)  $ (3,564,290)
Income tax benefits   90,776   248,711   (157,935)
Loss from continuing operations  $ (9,357,196)  $ (5,634,971)  $ (3,722,225)
Loss from discontinued operations   —   —   — 



Net loss  $ (9,357,196)  $ (5,634,971)  $ (3,722,225)
 

Revenue
 

We generate revenues from business consultation services and distributed storage and computing services.
 

We generated total revenue on a consolidated basis in the amounts of $445,928 for the year ended December 31, 2023, and $863,438 for the year ended December 31, 2022.
 

Our revenues from business consultation services increased by $80,000, or 100%, to $160,000 for the year ended December 31, 2023 from $80,000 for the year ended December
31, 2022. This growth is mainly due to an increase in the number of our business consultation service clients for the year ended December 31, 2023.
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Our revenues from distributed storage and computing services, or cryptocurrency mining business decreased by $497,510, or 63.5%, to $285,928 for the year ended December
31, 2023 from $783,438 for the year ended December 31, 2022. This decrease is mainly due to changes in the type of our cryptocurrency mining business for the year ended
December 31, 2023. Our revenue for 2023 mainly came from the Filecoin physical mining business, which is relatively small in scale as of December 31, 2023, while our revenue for
2022 mainly came from the Bitcoin shared mining business in the first four months of 2022.
 

Cost of Revenue
 

We generated total cost of revenue on a consolidated basis in the amounts of $1,424,312 for the year ended December 31, 2023, and $1,380,600 for the year ended December 31,
2022.
 

The direct costs of the Company’s business consultation services included office space expenses, team salaries, travel expenses, printing fees, and the fees required to acquire
clients. Our cost of revenues from business consultation services increased by $119,092, or 626.8%, to $138,092 for the year ended December 31, 2023 from $19,000 for the year
ended December 31, 2022. This growth is mainly due to an increase in the number of our business consultation service clients and a significant increase in the number of personnel
and labor costs for the year ended December 31, 2023.
 

The cost of the Filecoin physical mining operation includes mining machine depreciation costs, mine site lease costs (including electricity), direct labor costs and software
licensing costs. The cost of Filecoin physical mining operations was recognized in the year ended December 31, 2023 in the amount of $1,286,220, including mining machine
depreciation costs of $897,435, mine lease costs (including electricity) of $291,347, direct labor costs of $4,000, and software licensing costs of $93,438. The cost of Filecoin physical
mining operations was recognized in 2022 in the amount of $69,816, including mining machine depreciation costs of $28,950, mine lease costs (including electricity) of $22,075, direct
labor costs of $4,000, and software licensing costs of $14,791.
 

The cost of the Bitcoin shared mining operation includes the rental fee of the mining machine and the mine site, electricity and other possible operation and maintenance
expenses. The cost of Bitcoin shared mining operations was recognized in 2022 in the amount of $1,291,784, including $1,036,741 for mining machines and mine leases and $255,043
for electricity.
 

Operating expenses
 

Our operating expenses consist of sales and marketing expenses, general and administrative expenses, provision for doubtful accounts, (loss)/income on disposal of intangible
assets and impairment loss of intangible assets. Our total operating expenses were $7,521,009 and $5,368,222 for the year ended December 31, 2023 and 2022.
 

Our sales and marketing expenses increased by $414,900, or 1,185.4%, to $449,900 for the year ended December 31, 2023 from $35,000 for the year ended December 31, 2022.
This growth is mainly due to an increase in the consulting and referral fees to search for and identify potential clients of our business consultation services, the referral fees to
acquire a bank for digital banking business (although we did not ultimately complete the acquisition of the bank), and some business promotion expenses.
 

Our general and administrative expenses consist primarily of (i) salaries and benefits for employees, which are the salaries and benefits for our management, merchant service
representatives and general administrative staff, (ii) office expenses, which consist primarily of office rental, maintenance and utilities expenses, depreciation of office equipment
and other office expenses, and (iii) professional expenses, which consist primarily of legal expense and audit fees. Our general and administrative expenses increased by $359,228,
or 16.7%, to $2,515,291 for the year ended December 31, 2023 from $2,156,063 for the year ended December 31, 2022. Our general and administrative expenses for 2023 consisted
primarily of $549,042 in employment costs, $1,271,174 in professional fees, and $695,076 in other office expenses. The total salaries and benefits for employees for 2022 are
$1,374,839, with $816,444 paid in cash and $558,395 in stock. The total professional expenses for 2022 are $581,557, including $367,524 legal expenses. The total other office
expenses are $199,667.
 

No losses from provision for doubtful accounts were recognized for 2023. Our losses from provision for doubtful accounts for 2022 were all due to other receivables that could
not be collected.
 

No loss or income on disposal of intangible assets occured in 2023. In January 2022, we sold 1,000,000 USD Coins to finance our daily operations and generated a loss of
$29,968 in 2022.

 
During 2023, approximately 20 machines of the Web3 decentralized storage infrastructure experienced severe malfunctions that prevented them from continuing operations.

We scrapped the machines and recognized an impairment loss of property and equipment of $307,734 for the year ended December 31, 2023. No impairment loss of property and
equipment was recognized for the year ended December 31, 2022.
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We estimated the fair values of the Filecoins based on the intraday low price of the Coinbase platform every day and recognized $303,276 impairment loss of Filecoins for the
year ended December 31, 2023. As of December 31, 2023, the Company has not made positive progress in recovering its crypto assets out of control. Although it is considered
inappropriate from a legal perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot
estimate the time it may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, with the
amount of $3,944,809, to eliminate the potential significant uncertainty on the financial statements.
 

We estimated the fair values of the cryptocurrencies based on the intraday low price every day and recognized $3,144,053 impairment loss for the year ended December 31,
2022, including $3,111,232 impairment loss of Bitcoins, $26,957 impairment loss of Filecoins and $5,864 impairment loss of Tether USDs. We wrote off the original value of the $5,864
cryptocurrencies and the $5,864 impairment in 2022 due to the platform where the wallet of the $5,864 cryptocurrencies was stored had gone out of business, we had been no longer
able to withdraw the cryptocurrencies as of December 31, 2022. As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security
Bureau. The Sheyang County Public Security Bureau did not provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had
not been informed of any information that may prevent the Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of
December 31, 2022, we did not recognize any impairment losses related to the loss of control over these crypto assets.
 



Interest (expenses)/income, net
 

Our interest (expenses)/income, net consists primarily of: 1) the interest income from cash and short-term deposits with banks, providing loans to external parties; 2) the
interest expenses for our Convertible Promissory Note, and Filecoin borrowed as initial pledge for Filecoin mining business.
 

The table below sets forth our interest (expenses)/income, net for the year ended December 31, 2023 and 2022:
 
  For the year Ended December 31,  

  2023   2022  
Interest (expenses)/income, net:         
Convertible note interest expenses   (410,548)   — 
Interest income from cash and short-term deposits   214,482   5,118 
Interest expenses for Filecoin borrowed as initial pledge   (12,583)   — 
Interest income from providing loans to external parties   12,594   — 
Interest (expenses)/income, net  $ 196,055  $ 5,118 
 

Other (expenses)/income, net
 

Other income consists primarily of the gain generated from the government subsidies, rewards from banks. Other expenses consists primarily of the tax penalties. We
recognized other (expenses)/income, net of $2,379 in 2023 and $1,248 in 2022.
 

Loss on market price of short-term investment
 

The loss on market price of short-term investment of $226,210 for the year ended December 31, 2023 consists primarily of the loss on the market price changes of the ETFs held
by the Company as of December 31, 2023. No related gains or losses occurred in the year ended December 31, 2022.
 

Loss from selling short-term investments
 

The loss from selling short-term investments of $78,693 for the year ended December 31, 2023 consists primarily of the loss from selling common stocks held by the Company
during the same period. No related gains or losses occurred in the year ended December 31, 2022.
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Loss from disposal of subsidiaries
 

No loss or income from disposal of subsidiaries occurred in 2023. Due to the extremely adverse regulatory measures taken by the Chinese government in 2021 in the field of
digital currency production and transaction, the Company’s board of Directors decided on December 10, 2021 to divest the Chinese companies of the related business controlled
through VIE agreements, and the divestiture was completed on January 15, 2022. The financial statements of the Company for the year ended December 31, 2022 recognized the
loss from disposal of VIEs as $4,664.
 

Income tax expense/(benefits)
 

The reconciliations of tax computed by applying the statutory income tax rate of 21% applicable to the US operation, 16.5% applicable to the Hong Kong operation, and 25%
applicable to the PRC operation to income tax benefit from continuing operations for the year ended December 31, 2023 and 2022 are as follows:

 
  For the year ended December 31, 2023  
  US$   US$   US$   US$   US$  

  
US 

(MFH Tech)   
US 

(Chaince)   Hong Kong   PRC   Consolidated  
Loss before income taxes   (2,662,392)   (45,346)   (496,006)   (121,212)   (2,837,327)
Income tax computed at applicable tax rates   (559,102)   (9,522)   (81,841)   (30,303)   (680,768)
Current losses unrecognized deferred income tax   559,102   —   —   30,303   589,405 
Prior income tax expense recognized in current period   587   —   —   —   587 
Income tax expenses/(benefits)   587   (9,522)   (81,841)   —   (90,776)
 

  For the year ended December 31, 2022  
  US$   US$   US$   US$  
  US   Hong Kong   PRC   Consolidated  

Income/(Loss) before income taxes   8,776   (1,317,169)   (177,053)   (1,485,445)
Income tax computed at applicable tax rates   1,843   (217,333)   (44,263)   (259,753)
Effect of different tax rates in different jurisdictions   451   —   —   451 
Non-deductible expenses   —   —   785   785 
Current losses unrecognized deferred income tax   —   —   43,478   43,478 
Prior losses recognized deferred income tax in current period   —   (33,672)   —   (33,672)
Income tax expenses/(benefits)   2,294   (251,005)   —   (248,711)
 

Net loss
 

Our net loss was $9,357,196 for the year ended December 31, 2023 compared to $5,634,971 for the year ended December 31, 2022. Among them, our loss from continuing
operations was $9,357,196 for the year ended December 31, 2023 compared to $5,634,971 for the year ended December 31, 2022.
 
Results of Operations for the Year Ended December 31, 2022 and 2021
 

The following table summarizes the results of our operations during the years ended December 31, 2022 and 2021, respectively, and provides information regarding the dollar
increase or (decrease) during period.
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  For the year Ended December 31,   Variance in  



  2022   2021   Amount  
   (US$, except share and share related data)  
Revenue  $ 863,438  $ 670,171  $ 193,267 

Business consultation services   80,000   —   80,000 
Distributed storage and computing services   783,438   664,307   119,131 
Technical services   —   5,864   (5,864)

Cost of Revenue  $ (1,380,600)  $ (702,679)  $ (677,921)
Business consultation services   (19,000)   —   (19,000)
Distributed storage and computing services   (1,361,600)   (702,679)   (658,921)
Technical services   —   —   — 

Gross profit  $ (517,162)  $ (32,508)  $ (484,654)
Sales and marketing   (35,000)   —   (35,000)
General and administrative   (2,156,063)   (10,351,357)   8,195,294 
Provision for doubtful accounts   (3,138)   (1,750,909)   1,747,771 
(Loss)/income on disposal of intangible assets   (29,968)   121,020   (150,988)
Impairment loss of intangible assets   (3,144,053)   (1,292,568)   (1,851,485)
Impairment loss of goodwill   —   —   — 
Operating loss from continuing operations  $ (5,885,384)  $ (13,306,322)  $ 7,420,938 
Interest income, net   5,118   1,083   4,035 
Financing costs   —   —   — 
Other(expenses)/income, net   1,248   (143)   1,391 
Loss on market price of short-term investment   —   —   — 
Loss from selling short-term investments   —   —   — 
Loss from disposal of subsidiaries   (4,664)   —   (4,664)
Loss before provision for income taxes  $ (5,883,682)  $ (13,305,382)  $ 7,421,700 
Income tax benefits   248,711   —   248,711 
Loss from continuing operations  $ (5,634,971)  $ (13,305,382)  $ 7,670,411 
Loss from discontinued operations   —   (8,360,322)   8,360,322 
Net loss  $ (5,634,971)  $ (21,665,704)  $ 16,030,733 
 

Revenue
 

We generated total revenue on a consolidated basis in the amounts of $863,438 for the year ended December 31, 2022, and $670,171 for the year ended December 31, 2021.
 

Due to the dismantling of the VIEs and the cessation of all business related to the digital asset transaction platforms, as well as the temporary difficulties brought to us by the
incident that our cryptocurrencies were out of control, the original Chinese technical team also left in the first half of 2022, and we failed to rebuild the technical service team in the
second half of 2022. As a result, our blockchain technical services business did not generate any revenue in 2022. We earned 18.86491222 Bitcoins from participation in Bitcoin
shared mining and recognized revenue of $783,090 based on the daily market price at the time the Bitcoins were acquired in 2022, and we earned 115.49 Filecoins from participation
in Filecoin physical mining and recognized revenue of $348 based on the daily market price at the time the Bitcoins were acquired in 2022. We signed a Consulting Agreement with
a Chinese customer and we serve as an independent contractor in order to facilitate the client to conduct its initial public offering, and derived $80,000 related revenue in 2022.
 

Due to the change of the management and business team in 2021, the original business contract was discontinued, resulting in the blockchain technical services revenue of
only $128,207 for the year ended December 31, 2021, of which $122,343 revenue generated by the VIE entities subject to divestment is shown as Loss/income from discontinued
operations in the consolidated income statement, and $5,864 is shown as Revenue in the consolidated income statement. We earned 11.75513345 Bitcoins through our participation
in Bitcoin shared mining and recognized revenue of $664,307 based on the daily market price at the time the Bitcoins were acquired for the year ended December 31, 2021.
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Cost of Revenue
 

We generated total cost of Revenue on a consolidated basis in the amounts of $1,380,600 for the year ended December 31, 2022, and $702,679 for the year ended December 31,
2021.
 

We did not generate any blockchain technical services revenue in 2022, nor did we incur any technical services costs. The cost of the Bitcoin shared mining operation
includes the rental fee of the mining machine and the mine site, electricity and other possible operation and maintenance expenses. The cost of Bitcoin shared mining operations
was recognized in 2022 in the amount of $1,291,784, including $1,036,741 for mining machines and mine leases and $255,043 for electricity. The cost of the Filecoin physical mining
operation includes mining machine depreciation costs, mine site lease costs (including electricity), direct labor costs and software licensing costs. The cost of Filecoin physical
mining operations was recognized in 2022 in the amount of $69,816, including mining machine depreciation costs of $28,950, mine lease costs (including electricity) of $22,075, direct
labor costs of $4,000, and software licensing costs of $14,791. The cost of consultation services consists primarily of payroll of the consultation project team. We generated $19,000
of the cost of consultation services in 2022.
 

Our cost of blockchain technical services Revenue currently consists of the payroll of technical personnel. Our cost of blockchain technical services Revenue was $nil in the
consolidated income statement for the year ended December 31, 2021. In addition, $41,537 cost of blockchain technical services Revenue for the year ended December 31, 2021
generated by the VIE entities subject to divestment is shown as Loss/income from discontinued operations in the consolidated income statement. The cost of the Bitcoin shared
mining operation includes the rental fee of the mining machine and the mine site, electricity and other possible operation and maintenance expenses. The cost of Bitcoin shared
mining operations was recognized in 2021 in the amount of $702,679, including $563,955 for mining machines and mine leases and $138,724 for electricity.
 

Operating expenses
 

Our operating expenses consist of sales and marketing expenses, general and administrative expenses, provision for doubtful accounts, (loss)/income on disposal of intangible
assets and impairment loss of intangible assets. Our total operating expenses were $13,273,814 and $5,368,222 for the year ended December 31, 2021 and 2022.
 

We paid $35,000 to a client’s referral agent for our consultation services business and we recognized it as sales and marketing expenses in the consolidated statements of
operations for the year ended December 31, 2022. We did not generate any sales and marketing expenses directly for our main business in 2021.
 

Our general and administrative expenses consist primarily of (i) salaries and benefits for employees, which are the salaries and benefits for our management, merchant service
representatives and general administrative staff, (ii) office expenses, which consist primarily of office rental, maintenance and utilities expenses, depreciation of office equipment
and other office expenses, and (iii) professional expenses, which consist primarily of legal expense and audit fees.
 

We restructured the board of directors in May 2022 and again in October 2022, and our management had undergone significant changes. The total salaries and benefits for
employees for 2022 are $1,374,839, with $816,444 paid in cash and $558,395 in stock. The total professional expenses for 2022 are $581,557, including $367,524 legal expenses. The
total other office expenses are $199,667. In 2021, due to the changes in our core management and business teams, many employees participating in our stock incentive plan were



allowed to accelerate the vesting of their shares that have not yet reached the vesting period. Combined with the impact of the implementation of the additional stock incentive
plan in 2021, our stock incentive expenses recognized in 2021 were $8,349,862. In addition, as a result of these changes, our professional expenses such as lawyers and financial
consultants were $1,156,125 in 2021. The total general and administrative expenses of 2021 were $10,351,357.
 

Our losses from provision for doubtful accounts for 2022 were all due to other receivables that could not be collected. Due to the changes of our management and business
team in the second half of 2021, we failed to collect the blockchain technical services receivable $1,092,208 from BGA FOUNDATION LTD and $54,923 from Beijing Qichi Trading
Ltd. in a timely manner. Our consolidated statements of operations for the year ended December 31, 2021 includes a full provision for doubtful accounts from the above accounts
receivable.
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Our intangible assets are all cryptocurrencies in recent three years. As we increased the cryptocurrency mining business as one of our main businesses in the second half of
2021, we classified cryptocurrencies as one part of our main operating assets and classified the loss or income from disposal of the cryptocurrencies as operating loss or income. In
January 2022, we sold 1,000,000 USD Coins to finance our daily operations and generated a loss of $29,968 in 2022. In October 2021, we sold 10 Bitcoins to finance our daily
operations and generated an income of $121,001. We sold other cryptocurrencies and generated an income of $19 in 2021.
 

As of December 31, 2022, the original book value of 125.8584797 Bitcoins belonging to the company is $5,972,282, of which 95.23843406 Bitcoins came from the PIPE closed on
September 8, 2021 and 30.62004567 Bitcoins came from the Bitcoins shared mining business. We estimated the fair values of the Bitcoins based on the intraday low price of Bitcoin
every day and respectively recognized $908,453 and $3,111,232 impairment loss for the year ended December 31, 2021 and 2022. As of December 31, 2022, the Company held
2,005,537.50 USD coins with the book value of $2,003,332. We estimated the fair values of the USD Coins based on the intraday low price of USD Coin every day and respectively
recognized $11,120 and $nil impairment loss for the year ended December 31, 2021 and 2022. As of December 31, 2022, the Company held 104762.0706 Filecoins with the book value
of $315,376, of which 104646.5806 Filecoins came from the asset purchase agreement with Huangtong International Co., Ltd. closed on December 15, 2022 and 115.49 Filecoins came
from the Filecoin physical mining business. We estimated the fair values of the Filecoins based on the intraday low price of Filecoin everyday, and recognized $26,957 impairment
loss for the year ended December 31, 2022.
 

We also estimated the fair values of other cryptocurrencies we held and recognized $5,864 impairment loss for the year ended December 31, 2022. We wrote off the original
value of the $5,864 cryptocurrencies and the $5,864 impairment in 2022 due to the platform where the wallet of the $5,864 cryptocurrencies was stored had gone out of business, we
had been no longer able to withdraw the cryptocurrencies as of December 31, 2022.
 

We estimated the fair values of the cryptocurrencies based on the intraday low price every day and recognized $1,292,568 impairment loss for the year ended December 31,
2021, including $908,453 impairment loss of Bitcoins, $11,120 impairment loss of USD Coins and $372,995 impairment loss of FFcoins and other cryptocurrencies. We wrote off the
original value of the $1,208,339 FFcoins and other cryptocurrencies and the $1,208,339 impairment in 2021 due to the FFcoin platform had gone out of business, these FFcoins and
other cryptocurrencies no longer had any market value as of December 31, 2021.
 

While our operating expenses currently remain relatively low, we expect, as our recent investments in future business lines capture increasing revenues, to apply major
reinvestments into the operations of all of our promising current investments and core business including R&D, hiring expert staff, and efforts to support the further global
expansion of our business.
 

Goodwill impairment loss
 

$8,107,013 goodwill impairment loss generated by the VIE entities subject to divestment is shown as loss/income from discontinued operations in the consolidated income
statement for the year ended December 31, 2021. The balance sheet at the end of 2021 and 2022 had have no balance of goodwill.
 

Loss from disposal of subsidiaries
 

Due to the extremely adverse regulatory measures taken by the Chinese government in 2021 in the field of digital currency production and transaction, the Company’s board of
Directors decided on December 10, 2021 to divest the Chinese companies of the related business controlled through VIE agreements, and the divestiture was completed on January
15, 2022. The financial statements of the Company for the year ended December 31, 2022 recognized the loss from disposal of VIEs as $4,664. No disposal of subsidiaries occurred
in 2021.
 

Interest Income, net
 

Our interest income consists primarily of the interest income from our cash and short-term deposits with banks and compensation received for payments we made on behalf of
the divested business. We generated $5,118 interest income in 2022 and $1,083 interest income in 2021. We did not incur borrowing interest expenses in 2021 and 2022.
 

Other(expenses)/income
 

Other income consists primarily of the gain generated from the government subsidies. We generated $1,248 other income in 2022 and $143 other expenses in 2021.
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Income tax expense/(benefits)
 

The reconciliations of tax computed by applying the statutory income tax rate of 21% applicable to the US operation, 16.5% applicable to the Hong Kong operation, 25%
applicable to the PRC operation and 17% applicable to the Singapore operation to income tax benefit from continuing operations for 2022 and 2021 are as follows:
 

  For the year ended December 31, 2021  
  US$   US$   US$   US$  
  US   Hong Kong   PRC   Consolidated  

Income/(Loss) before income taxes   8,776   (1,317,169)   (177,053)   (1,485,445)
Income tax computed at applicable tax rates   1,843   (217,333)   (44,263)   (259,753)
Effect of different tax rates in different jurisdictions   451   —   —   451 
Non-deductible expenses   —   —   785   785 
Current losses unrecognized deferred income tax   —   —   43,478   43,478 
Prior losses recognized deferred income tax in current period   —   (33,672)   —   (33,672)
Income tax expenses/(benefits)   2,294   (251,005)   —   (248,711)
 
  For the year ended December 31, 2021  
  US$   US$   US$   US$  
  Hong Kong   PRC   Singapore   Consolidated  



Income/(Loss) before income taxes   (202,316)   (1,341,425)   (9,187)   (1,552,928)
Income tax computed at applicable tax rates   (33,382)   (335,356)   (1,562)   (370,300)
Non-deductible expenses   27,040   267,891       294,931 
Current losses unrecognized deferred income tax   6,342   67,465   1,562   75,369 
Income tax expenses/(benefits)   —   —   —   — 
 

On July 15, 2022, the Company incorporated Mercurity Fintech Technology Holding Inc. in New York, which plans to develop consultation services. In accordance with the
New York State Corporate Income Tax Law, the New York State corporate income tax rate applicable to the company in the year ended December 31, 2022 is 6.5%, and $570 income
taxes was credited to the Company. In accordance with the Federal Corporate Income Tax Law, the Federal corporate income tax rate applicable to the company in the year ended
December 31, 2022 is 21%, and $1,724 income taxes was credited to the Company.
 

We will take Mercurity Limited and its Hong Kong and China subsidiaries as the operating entities of our business consultation services business in the Asia-Pacific region.
Ucon Capital (HK) Limited, our Hong Kong subsidiary, will be one of the important business subjects and generate profits in the future, and Hong Kong tax law does not stipulate
the period for carrying forward uncovered losses, so our financial statements recognized deferred income tax assets for the uncovered losses from Ucon Capital (HK) Limited in the
year ended December 31, 2022.
 

We have disposed of all the businesses of the VIE entities in China. It is uncertain whether the sole Chinese subsidiary as of December 31, 2022, Beijing Lianji Future
Technology Co., Ltd., will be able to generate enough profit in the next five years to cover the accumulated uncovered losses, which can only be covered in the next five years
under Chinese tax law, so our financial statements did not recognize deferred income tax assets for the uncovered losses from Beijing Lianji Future Technology Co., Ltd. in the year
ended December 31, 2022. We did not recognize any income tax benefits/(expenses) in 2021.
 

Net loss
 

Our net loss was $21,665,704 for the year ended December 31, 2021 compared to $5,634,971 for the year ended December 31, 2022. Among them, our loss from continuing
operations was $13,305,382 for the year ended December 31, 2021 compared to $5,634,971 for the year ended December 31, 2022, our loss from discontinued operations was
$8,360,322 for the year ended December 31, 2021 compared to $ nil for the year ended December 31, 2022.
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In 2021, following a change of the board and management, our business plan was recalibrated, and the original business of Mercurity Limited and NBPay were discontinued
due to the highly adverse regulatory measures taken by the Chinese government in the second half of 2021 targeting the production and trading of digital currency. As a result, we
recognized the impairment loss of goodwill of $8.1 million for the year ended December 31, 2021, which is shown as loss from discontinued operations in the consolidated income
statement. In addition, due to the changes in our core management and business teams, many employees participating in our stock incentive plan were allowed to accelerate the
vesting of their shares that have not yet reached the vesting period. Combined with the impact of the implementation of the additional stock incentive plan in 2021, our stock
incentive expenses recognized in 2021 were $8,349,862.
 
B. Liquidity and Capital Resources
 

We had $440,636, $7,537,874 (including $91,000 security deposits frozen in our bank account) and $16,208,949 (including $91,000 security deposits frozen in our bank account)
in cash and cash equivalents as of December 31, 2021, 2022 and 2023, respectively.
 

We had $ $2,319,247 in short-term Investments as of December 31, 2023, including six-month Certificate of Deposits of
$1,624,191, ETF of $594,492, and Common Stocks of $100,564, all of which are with a high liquidity.
 

Our net losses were $21,665,704, $5,634,971 and $9,357,196 for the year ended December 31, 2021, 2022 and 2023, respectively, and our net cash used in operating activities
were $1,411,029, $1,551,357 and $2,789,415 in 2021, 2022 and 2023, respectively.
 

On September 8, 2021, we issued 571,428,570 ordinary shares to three investors through private placement for 105.2385 Bitcoins with a market value of $5 million.
 

On October 19, 2021, we issued 571,428,570 ordinary shares to three investors through private placement for 5,000,000.00 USD Coins with a market value of approximately $5
million.
 

On November 21, 2022, we issued 2,423,076,922 ordinary shares to three investors for the private investment in public equity (the "PIPE”) of $3.15 million, and issued
108,000,000 ordinary shares to pay the financing service fee of the PIPE.
 

On December 20, 2022, we issued 3,676,470,589 ordinary shares to two investors for the private investment in public equity (the "PIPE”) of $5 million.
 

On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized
storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our 2,718,181,818
ordinary shares. We issued the 2,718,181,818 ordinary shares on December 23, 2022.
 

On December 23, 2022, we entered into a Securities Purchase Agreement in connection with a private investment in public equity (the "PIPE”) financing with an accredited
non-U.S. investor to offer and sell our units, each consisting of one ordinary share and three warrants for total gross proceeds of USD$5 million. We issued the 4,545,454,546
ordinary shares to the investor upon receiving the $5 million from the investor on January 10, 2023.
 

On November 30, 2023, the Company priced a private investment in public equity ("PIPE”) offering, through which it sold an aggregate of 14,251,781 units of its securities, for
the gross proceeds of $6 million. The Company intends to utilize the net proceeds derived from the PIPE for general working capital purposes, enhancing its human capital and
business development. The PIPE financing proceeds were received on December 4, 2023.

 
If there is any change in business conditions or other future developments, including any investments we may decide to pursue, we may also seek to sell additional equity

securities or debt securities or borrow from lending institutions. Financing may be unavailable in the amounts we need or on terms acceptable to us, if at all. The sale of additional
equity securities, including convertible debt securities, would dilute our earnings per share. The incurrence of debt would divert cash for working capital and capital expenditures
to service debt obligations and could result in operating and financial covenants that restrict our operations and our ability to pay dividends to our shareholders. If we are unable
to obtain additional equity or debt financing as required, our business operations and prospects may suffer.
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The following table sets forth a summary of our cash flows for the periods indicated:
 

  For the Year Ended December 31,  



  2023   2022   2021  
     (as restated)     
     (in US$)     
Net cash used in operating activities   (2,789,415)   (1,551,357)   (1,411,029)
Net cash (used in)/provided by investing activities   (7,839,004)   936,712   — 
Net cash provided by financing activities   19,300,000   7,720,425   1,676,203 
Effect of exchange rate changes   (505)   (8,543)   3,356 
Increase/(decrease) in cash and cash equivalents   8,671,076   7,097,237   268,530 
Cash at the beginning of the period   7,537,873   440,636   174,783 
Cash at the end of the period   16,208,949   7,537,873   443,313 
 
Note: We have amended and restated our consolidated statement of cash flows for the financial year ended December 31, 2022, by reclassifying the net cash provided by disposal
of digital assets from operating activities to investment activities. Please refer to our consolidated statement of cash flows for the financial year ended December 31, 2022 at page F-
12 of this annual report, and Note 2 at page F-15 of this annual report.
 

Net cash used in operating activities
 

Net cash used in operating activities was $2,789,415 for the year ended December 31, 2023, all from continuing operations. The net cash used in continuing operations was
primarily due to: 1) Net loss from continuing operations of $2,721,580 after excluding impairment loss of intangible assets, depreciation of fixed assets and amortization of intangible
assets, loss from selling short-term investments, exchange gains and losses, loss on market price of short-term investment, and expenses included in financing activities; 2)
Changes in operating assets and liabilities, net of effect of acquisitions: digital assets generated from mining business of $285,928, an increase in prepaid expenses and other
current assets and right-of-use assets of $50,050, an increase in accounts payable, advance from customers and accrued expenses and other current liabilities and lease liabilities of
$168,043.

 
Net cash used in operating activities was $1,551,357 for the year ended December 31, 2022, all from continuing operations. The net cash used in continuing operations was

primarily due to:1) Net loss from continuing operations of $1,842,485 after excluding provision for doubtful accounts, impairment loss of intangible assets, stock-based
compensation, loss from disposal of intangible assets, loss from disposal of subsidiaries, depreciation and amortization and other (expenses)/income those non-cash items; 2)
Changes in operating assets and liabilities, net of effect of acquisitions: digital assets generated from mining business of $783,438, an increase in prepaid expenses and other
current assets and right-of-use assets of $156,226, an increase in accounts payable, advance from customers and accrued expenses and other current liabilities and lease liabilities
of $918,340.
 

Net cash used in operating activities was $1,411,029 for the year ended December 31, 2021, reflecting a combination of net cash used in continuing operations of $1,024,252.
The net cash used in continuing operations was primarily due to:1) Net loss from continuing operations of $1,912,043 after excluding provision for doubtful accounts, impairment
loss of intangible assets, stock-based compensation, and loss from disposal of intangible assets; 2) Changes in operating assets and liabilities, net of effect of acquisitions: digital
assets generated from mining business of $664,307, disposal of digital assets of $325,987, digital assets received as payment of $5,864, digital assets used to pay expenses of
$2,141,375, a decrease in accounts receivable and prepaid expenses of $724,971, a decrease in accrued expenses and other current liabilities of $184,429.
 

Net cash (used in)/provided by investing activities
 

Net cash used in investing activities was $5,660,208 for the year ended December 31, 2023, which was primarily attributable to: Cash from selling short-term investments of
$3,434,764, Received short-term investment interest and dividends of $48,089, Cash paid for short-term investments of $8,038,049, Cash paid for long-term equity investments of
$160,000, Payments for purchasing fixed assets of $3,003,808, and Prepayments for acquisition of $120,000.

 
Net cash provided by investing activities was $936,712 for the year ended December 31, 2022, which was attributable to Cash from disposal of digital assets of $968,934,

payments for purchasing fixed assets of $7,222, and Loan payment to affiliate person of $25,000.
 

Net cash provided by investing activities was nil for the year ended December 31, 2021.
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Net cash provided by financing activities
 

Net cash provided by financing activities was $19,300,000 for the year ended December 31, 2023, representing cash provided by private placement of $11 million, provided by
convertible notes of $ 9 million, and used in paying related financial advisory fees of
$700,000.
 

Net cash provided by financing activities was $7,720,425 for the year ended December 31, 2022, representing cash provided by private placement of $7.9 million, borrowings of
$400,000 and used in paying for debt of $579,875.
 

Net cash provided by financing activities of continuing operations was $1,555,784 for the year ended December 31, 2021, representing cash provided by private placement of
$713,082, borrowings of $935,793 and used in paying for debt of $93,091. Net cash provided by financing activities of discontinued operations was $120,419.
 
Capital Expenditures
 

On January 10, 2023, the Company entered into an asset purchase agreement (the "Original Contract”) with Jinhe Capital Limited ("Jinhe”), providing for the purchase of 5,000
Antminer S19 PRO Bitcoin mining machines, for an aggregate consideration of $9 million. On May 31, 2023, the Company and Jinhe entered into an amendment to the S19 Pro
Purchase Agreement, pursuant to which the parties have agreed to reduce the purchase order to no more than 2,000 Bitcoin miners for a total amount of no more than $3.6 million.
As of December 31, 2023, the Company has paid the seller $3 million US dollars. On March 10, 2024, the Company and Jinhe entered into a Cancellation Agreement, which cancelled
and terminated the Original Contract and the amendment in its entirety, the prepayment of $3 million US dollars from the Company to Jinhe will be refunded to the Company soon.

 
On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized

storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our ordinary
shares. The investment is made with an aim to own mining machines capable of gathering, processing, and storing vast amounts of data, to advance the cryptocurrency mining
business, and to further solidify us as a pioneer in the creation of the Web3 framework. The assessed value of the Web3 decentralized storage infrastructure is $5,982,900. In
addition, the Company also received 104646.5806 filecoins from Huangtong International Co., Ltd. for free. On December 20, 2022, the assets began to be used for Filecoin mining
operations.

 
We did not have capital expenditures for the year ended December 31, 2021.

 
Inflation
 

Since our inception, inflation in the PRC has not materially affected our results of operations. According to the National Bureau of Statistics of China, the year-over-year



percent changes in the consumer price index for December 2021, 2022 and 2023 were increases of 0.9%, 3.7% and , respectively.
 

From the second half of 2022, the United States becomes one of our main locations of operations. According to the U.S. Bureau of Labor Statistics, the year-over-year percent
changes in the consumer price index for December 2021, 2022 and 2023 were increases of 7% and 6.4%, and 3.2%, respectively.
 

Although we have not been materially affected by inflation in the past, we have experienced and expect to continue to experience upward pressure on our operating expenses.
 
C. Research and Development
 
Please refer to "Item 4. Information on the Company—B. Business Overview—Intellectual Property.”
 
D. Trend Information
 

In late February 2022, the former acting Chief Financial Officer Wei Zhu, who was also the Company’s former Co-Chief Executive Officer, and a former member and Co-
Chairperson of the Board, was taken away from the Company’s office in Shenzhen, China for personal reasons to cooperate with the investigation conducted by Sheyang County
Public Security Bureau, Yancheng City, Jiangsu Province, People’s Republic of China. At the same time, Sheyang County Public Security Bureau forcibly took away the safe
belonged to the Company that stored the digital asset hardware cold wallet, and forcibly opened the safe by destroying the lock thereto and seized the digital asset hardware cold
wallet and all cryptocurrencies stored therein.
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The book value of the Bitcoins and USD Coins stored in the out-of-control wallet was $3,944,808 on December 31, 2022, and we verified that Bitcoins and USD Coins with a
book value of $3,469,762 as of December 31, 2022 stored in the out-of-control wallet had been transferred to another unknown wallet.
 

The Company’s PRC law firm Deheng Law Office ("Deheng”) has been representing the Company in our efforts to recover the wrongfully seized cold wallet and
cryptocurrencies from the PRC’s Public Security Bureau. On November 21, 2022, Deheng submitted the complaint and evidentiary materials to the Public Security Bureau according
to the Criminal Procedure Law and the Provisions on Procedures of Handling Criminal Cases by Public Security Organs (the "PRC Criminal Law”). As of December 31, 2022, we and
Deheng had not received any definitive response from the Public Security Bureau.
 

On behalf of the Company, Deheng went to Sheyang Public Security Bureau several times to communicate with the police officer in charge of Wei Zhu’s case, and Deheng
learned that Sheyang Public Security Bureau suspected that the cryptocurrencies belonged to the Company was related to Wei Zhu’s case without any evidence and because Wei
Zhu’s case is still in the stage of investigation, they insisted on continuing to implement temporary measures to retain the seized assets.
 

According to the legal opinion issued by Deheng, the ownership of the cryptocurrencies seized by Sheyang Public Security Bureau is clear and can be verified as belonging
to the Company, and the seizure of the Company’s cryptocurrencies by Sheyang Public Security Bureau is improper. If Sheyang Public Security Bureau does not release the
Company’s seized cryptocurrencies, they should issue a written decision in accordance with applicable laws and regulations.
 

On November 21, 2022, Deheng submitted the complaint and evidentiary materials to the Public Security Bureau of Sheyang County according to the Criminal Procedure Law
and the Provisions on Procedures of Handling Criminal Cases by Public Security Organs (the "PRC Criminal Law”).
 

On October 12, 2023, the Company submitted the "Application for State Compensation” to the Public Security Bureau of Sheyang County. At the same time, the Company filed
a complaint and submitted the "Information and Supervision Application” with Public Security Bureau of Yancheng City (the superior department of Public Security Bureau of
Sheyang County), urging the Public Security Bureau of Yancheng City to compel the Public Security Bureau of Sheyang County to make a decision as to the seized digital
currencies. On November 22, 2023, the Company received a response from the Public Security Bureau of Sheyang County, rejecting the Company’s "Application for State
Compensation”. The Public Security Bureau of Sheyang County claimed that the criminal responsibility for the relevant case has not been terminated, and the Company should
submit the "Application for State Compensation” after the criminal responsibility for the relevant case has been terminated. In view of the response from the Public Security Bureau
of Sheyang County, the Company submitted the administrative reconsideration by mail to the Public Security Bureau of Yancheng City, the higher-level organ of the Public
Security Bureau of Sheyang County, on December 19, 2023.
 

On February 4, 2024, the Yancheng Public Security Bureau replied to us with a "Criminal Compensation Review Decision”, supporting the actions of the Sheyang County
Public Security Bureau and rejecting the Company’s national compensation application. Yancheng Public Security Bureau also believes that because they suspect that the crypto
assets owned by the Company may be related to the suspect of the case they are investigating, and the Company can only apply for the national compensation after the relevant
case is ended. Therefore, in accordance with the national compensation procedure, the Company mailed the relevant materials to the National Compensation Commission of
Yancheng Intermediate People’s Court on March 1, 2024, and applied to the National Compensation Commission of Yancheng Intermediate People’s Court for a compensation
decision.
 

As of now, the Company is still attempting to recover those lost crypto assets through administrative appeals.
 

As of December 31, 2022, the Company’s net assets were $16,828,864, of which cash and cash equivalents accounted for 44% and the Bitcoins and USD Coins out-of-control
accounted for 23%. As of December 31, 2023, the Company’s net assets were $17,832,767, of which cash and cash equivalents accounted for 90%, and the Bitcoins and USD Coins
out-of-control were fully recognized impairment losses to eliminate the potential significant uncertainty on the financial statements.
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After the Wei Zhu incident, the Company’s board of directors and management underwent significant changes in 2022. From March 2022 to April 2023, the new management
made significant adjustments to the Company’s business strategy and development focus.
 

After the adjustment of our business strategies, the focus of our operating subsidiaries are as follows: (i) MFH Tech acting as the operating entity of distributed storage and
computing services and business consultation services business in North America; (ii) after completing the acquisition of all assets and liabilities of J.V. Delaney & Associates and
only after obtaining FINRA approval, Chaince Securities to operate our financial advisory services and online and traditional brokerage services in North America; and (iii) Ucon
and Lianji Future acting as the operating entities of the business consultation services in the Asia-Pacific region.
 
 a) From July 2022, we have designated business consultation services as one of our main businesses.
 

In July 2022, we added business consultation services as one of our main businesses going forward, providing business consulting services and digital payment solutions to
global corporate clients, especially those in the blockchain industry, and continued our planned expansion into online and traditional brokerage services. We incorporated MFH
Tech to develop distributed computing and storage services (including cryptocurrency mining and providing cloud storage services for decentralized platform operators) and
business consultation services. We expect the Company to get more clients in the consultation services business in the next two years, thereby generating more revenue, and the
proportion of the revenue from consultation services to total revenue will gradually increase.
 
 b) From December 2022, we started our Filecoin mining business, and we have decided not to expand the scale of our crypto assets mining business to avoid related



industry risks.
 
In the first half of 2022, the Company’s revenue came entirely from the Bitcoin shared mining business, which began in October 2021 and ended in April 2022. During the same

period, the Wei Zhu incident caused the Company to temporarily lose control of most of its cryptocurrencies, and the Company’s daily operations also faced temporary difficulties,
resulting in the Company’s original expansion plan for cryptocurrency mining business not being implemented. The revenue from Bitcoin shared mining business in 2022
accounted for 90.7% of the total revenue. Going forward, we currently have no plans to resume Bitcoin mining business.
 

On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3 decentralized
storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our ordinary
shares.
 

On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage. The Company has used Origin Storage’s technology to
repackage the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The Filecoin mining services provided
by Origin Storage include but are not limited to storage server services, computing encapsulation server services, and technical services.
 

In January 2024, we repackaged our Web3 decentralized storage infrastructure for Filecoin mining using new technology provided by Origin Storage and began running two
new Filecoin mining nodes. As of the date of this annual report, the effective storage capacity of our two new Filecoin mining nodes has reached 64PiB, exceeding our original
target storage capacity of 60.4PiB, and only takes up
6.4PiB of the original storage capacity (the "Raw Byte Power”) of our Web3 decentralized storage infrastructure. In other words, the effective storage capacity of the Company can
be magnified tenfold with Origin Storage’s technologies.
 

We expect that the revenue from distributed computing and storage services (including Filecoin mining and providing cloud storage services to other decentralized platform
operators) will become the main source of revenue in 2024, although our consultation business will continue to grow.
 
 c) We have decided not to continue conducting blockchain technology service business related to the asset trading platform, asset digitalization platform and

decentralized finance (DeFi) platform.
 

On January 28, 2023, we decided to write off NBpay Investment Limited and its subsidiaries, which had no meaningful assets or business nor employees. Also considering the
enormous uncertainty brought by the cryptocurrency market turmoil in the past two years to the blockchain industry, as well as the regulatory uncertainties, although we have the
ability to quickly reorganize the blockchain technical service team, we have decided not to continue conducting blockchain technology service business related to the asset
trading platform, asset digitalization platform and decentralized finance (DeFi) platform in the next two years.
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 d) We have decided to increase the financial advisory services, online and traditional brokerage services as one of our future main

businesses.
 

On April 12, 2023, we completed the incorporation of another U.S. subsidiary, Chaince Securities, for which we plan to develop financial advisory services, online and
traditional brokerage services independently in the future, but only after we obtain the required FINRA approval. We expect the financial advisory, online, and traditional
brokerage services to become one of the Company’s main businesses by 2024.
 

Other than as described elsewhere in this annual report, we are not aware of any trends, uncertainties, demands, commitments or events that are reasonably likely to have a
material adverse effect on our revenue, income from continuing operations, profitability, liquidity or capital resources, or that would cause our reported financial information not
necessarily to be indicative of future operating results or financial condition.
 
E. Critical Accounting Estimates
 

Impairment of intangible assets with indefinite useful life
 
We classify the cryptocurrencies the Company hold as indefinite-lived intangible assets.
 

Intangible assets with indefinite useful life are not amortized and are tested for impairment annually or more frequently, if events or changes in circumstances indicate that they
might be impaired in accordance with ASC Subtopic 350-30, Intangibles-Goodwill and Other: General Intangibles Other than Goodwill ("ASC 350-30”).

 
The intangible assets of the Company are cryptocurrencies which are measured at cost less impairment. The cryptocurrencies received from cryptocurrency mining operations

recognize the cost of intangible assets based on the market price at the time of acquisition.
 
Due to the price crash of Bitcoin in 2022, the Company, out of caution, decided to change the impairment test method of Bitcoin and other cryptocurrencies from testing once

or twice a year by calculating the fair value based on the average daily closing price of the past 12 months to testing every day by calculating the fair value based on the intraday
low price. ASC 350-30-35-18 and ASC 350- 30-35-19 call for us to consider all circumstances that could lead to impairment of the intangible assets, take a more cautious method to
test whether impairment of the intangible assets is likely to occur, and test more frequently. The intraday low price of cryptocurrencies to be utilized in calculating impairment of our
cryptocurrencies held as that metric is the most accurate indicator of whether it is more likely than not that the asset is impaired.

 
We estimated the fair values of the Filecoins based on the intraday low price of the Coinbase platform every day, and we recognized $303,276 impairment loss of intangible

assets for the year ended December 31, 2023. As of December 31, 2023, the Company has not made positive progress in recovering its crypto assets out of control. Although it is
considered inappropriate from a legal perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company
still cannot estimate the time it may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of
control, to eliminate the potential significant uncertainty on the financial statements. The amount of the impairment of the crypto assets out of control (all of the Company’s
Bitcoins and USD Coins) for the year ended December 31, 2023 was $3,944,809.

 
We estimated the fair values of the cryptocurrencies based on the intraday low price of the Feixiaohao platform every day, and we recognized $3,144,053 impairment loss of

intangible assets for the year ended December 31, 2022. As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security Bureau.
The Sheyang County Public Security Bureau did not provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had not
been informed of any information that may prevent the Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of
December 31, 2022, we did not recognize any impairment losses related to the loss of control over these crypto assets.
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We recognized $1,292,568 impairment loss of intangible assets for the year ended December 31, 2021 in the consolidated financial statements.
 



ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
 
A. Directors and Senior Management
 

The following table sets forth certain information relating to our directors and executive officers as of the date of this annual report
 
Directors and Executive Officers  Age  Position/Title
Shi Qiu  33  Chief Executive Officer and Director
Alan Curtis  81  Chairperson of the Board of Directors and Independent Director
Daniel Kelly Kennedy  40  Director
Qian Sun  36  Chief Operating Officer and Director
Hui Cheng  32  Independent Director
Cong Huang  42  Independent Director
Yukuan Zhang  36  Chief Financial Officer
 

Mr. Shi Qiu, age 33, is an entrepreneur with extensive experience in corporate management and business innovation in various industries, such as the media, fintech, and
blockchain industries. From September 2015 to May 2018, Mr. Qiu co-founded and served as a Vice President of Newstyle Media Group, which received strategic investments from
certain well-known technology companies in the PRC. Newstyle Media Group produced a popular Asian TV series "The Untamed,” which is currently available worldwide on the
online streaming platform Netflix. From June 2018 to October 2018, Mr. Qiu served as the Head of Blockchain Business of North Mining Limited. Mr. Qiu then served as the Vice-
General Manager of Ningbo Saimeinuo Supply Chain Management Ltd. from November 2018 until 2021. From November 2021 until November 2022, Mr. Qiu served as the Chief
Technology Officer (the "CTO”) of Singularity Future Technology (NASDAQ:SGLY). Mr. Qiu received a Bachelor’s Degree in Risk Management and Actuary from Zhejiang
University and a Master’s Degree in Government Management and Public Policy from Tsinghua University. Since May 2022, Mr. Qiu has served as the Chief Executive Officer and
Director of the Company.
 

Mr. Alan Curtis, age 81, is an American public policy expert. Mr. Curtis served as a public safety advisor to Presidents Lyndon B. Johnson and Jimmy Carter. Since 1968, Mr.
Curtis has served on the National Advisory Commission on Civil Disorders, known as the Kerner Commission. In 1969, Mr. Curtis was appointed as an Assistant Director of Crimes
of Violence task force on President Lyndon B. Johnson’s National Commission on the Causes and Prevention of Violence. Between 1977 and 1981, Mr. Curtis served as Executive
Director of President Jimmy Carter’s Urban and Regional Policy Group and as an Urban Policy Advisor to the Secretary of Housing and Urban Development. In 1981, Mr. Curtis
was named as Founding President and Chief Executive Officer of the Milton S. Eisenhower Foundation, which identifies, funds, evaluates, and builds evidence-based programs for
disadvantaged American youth and families. In 2018, Mr. Curtis published a book titled Healing Our Divided Society: Investing in America Fifty Years after the Kerner Report, and
Mr. Curtis proposed evidence-based policies for employment, education, housing, community development, and criminal justice. Mr. Curtis holds an A.B. in Economics from
Harvard, a M.Sc. in Economics from the University of London and a Ph.D. in Criminology and Urban Policy from the University of Pennsylvania. Since November 2022, Mr. Alan
Curtis has served as the Chairperson of the Board of Directors of the Company.
 

Mr. Daniel Kelly Kennedy, age 40, is an educator, writer and inspirational leader in international business and entrepreneurship. From August 2015 to August 2016, Mr.
Kennedy was an Academic English Professor at Moraine Park Technical College in Beaver Dam, Wisconsin. From August 2016 to August 2017, Mr. Kennedy was an International
Business/Social Media Coordinator at Mozaik Education in Szeged, Hungary. From September 2017 to May 2018, Mr. Kennedy worked as a Yoga/Meditation teacher at the Lodge
at Woodloch in Hawley, Pennsylvania. From August 2020 to July 2022, Mr. Kennedy worked as an Academic English Professor at Campus Education in New York City. From June
2021 to the present, Mr. Kennedy has been a Columnist for "Entrepreneur Magazine” in New York City. Mr. Kennedy has been writing and publishing articles on various subject
ranging from finance to life style. From June 2022 to October 2022, Mr. Kennedy worked at BIT Mining, a leading publicly traded cryptocurrency mining company, as a Marketing
Manager responsible for managing social media, public relations, investor relations and maintaining a professional and intelligent public image. Mr. Kennedy holds a bachelor’s
degree in history and a Master’s degree in Education from King’s College in Pennsylvania. Since November 2022, Mr. Daniel Kelly Kennedy has served as a Director of the
Company.
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Ms. Qian Sun, age 36, has more than 10 years of experience in corporate management and industrial investment. In 2010, Ms. Sun joined Shenzhen Worldunion Group
(SZ:002285), a publically traded real estate services company in China, as a Project Planner in Northern China, responsible for the project planning and marketing in Northern China.
Thereafter, from 2012 to 2017, Ms. Sun worked at Bei Hui United Education, an online education company, as an Assistant to the Chairman and Operation Director respectively,
responsible for the development of the company’s curriculum and daily operation management. From 2017 to 2020, Ms. Sun worked at Blockchainer, a blockchain consulting and
incubation platform company, as a Partner responsible for providing one-stop consulting and incubation services in the blockchain field. From 2020 to 2022, Ms. Sun worked at
Consensus Labs, a leading blockchain investment and research firm, as a Partner responsible for industry research and post-investment management. Ms. Sun holds a bachelor’s
degree in Management from Beijing Normal University. Since November 2022, Ms. Qian Sun has served as a Director and Chief Operating Officer of the Company.
 

Mr. Hui Cheng, age 32, is an entrepreneur in the Internet and financial technology industry. From 2016 to 2018, Mr. Cheng worked at IDG Capital, a venture capital investment
firm, as an Investment Associate. From 2018 to 2019, Mr. Cheng worked at Qudian Group (NYSE:QD), a financial technology service company in China, as a Special Assistant to
the Chief Executive Officer, responsible for business globalization. From 2019 to 2022, Mr. Cheng worked for Kuaishou Technology (SEHK:01024), a live streaming services and
online marketing services provider, responsible for Kuaishou Technology’s global operation, including marketing and localization operations in Latin America and Southeast Asia.
Mr. Cheng holds a Bachelor of Science and a Master of Science in Management from Tsinghua University. Since November 2022, Mr. Hui Cheng has served as a Director of the
Company.
 

Mr. Cong Huang, age 42, is a renowned researcher and entrepreneur in financial technology innovation. After receiving the PhD degree in Statistics from Yale University, he
worked at Columbia University as an Assistant Professor in the Statistics Department, conducting research focused on algorithms and implementations in data mining. After a
period of time, he decided to leave campus to develop his career in financial innovation and technology. At Goldman Sachs (GS), he played a pivotal role in developing various
new models and algorithms to improve the speed and accuracy of options pricing methods. At McKinsey & Company, he helped financial institutions implement strategic
innovation and transformation initiatives. As a founding member of PingAn Lufax (Nasdaq: LU), he led the Innovative Product Department and developed numerous retail loan
products from zero, which have been widely used for reference by Internet finance industry. As the CEO of Xiaoying Tech (Nasdaq: XYF), one of the top finance companies in
China, he set up the management and operations structure to lift the trading volume from RMB100 million per month to RMB3 billion per month in two years. Meanwhile, Mr. Cong
Huang is the founder and CEO of Weiyan Tech, a leading AI company that provides risk-control and marketing solutions for financial institutions. Mr Huang has Bachelor’s
degree in Mathematics from the University of Science & Technology of China and a PhD degree from Yale University. Since March 2021, Mr. Cong Huang has served as an
Independent Director of the Company.
 

Yukuan Zhang, age 36, has more than 10 years of experience in audit, consulting, investment, financing, and enterprise management. In 2012, Mr. Zhang worked as a
settlement specialist in the Settlement Management Center of Suning Group (SZ002024). From January 2013 to August 2013, Mr. Zhang worked at Shanghui Accounting Firm as an
auditor. From October 2013 to August 2015, Mr. Zhang worked at Beijing Daotong Fangyuan Certified Public Accountants as a manager. From October 2015 to April 2019, Mr.
Zhang worked at Beijing Xinghua Certified Public Accountants as a senior manager, responsible for audits of Chinese companies in various sectors, such as culture and media,
manufacturing, internet, software services, tourism, real estate, education, and catering. From May 2019 to February 2020, Mr. Zhang served as a senior manager at Tianjiu
Happiness Holding Group Co., Ltd., a business incubation group. From March 2020 to June 2021, Mr. Zhang served as the Chief Financial Officer at Beijing Swish Technology Co.,
Ltd., an internet e-commerce platform company. From July 2021 until November 13, 2022, Mr. Zhang served as the Chief Accountant of the Company and has served as Chief
Financial Officer of the Company since November 2022. Mr. Zhang obtained a Bachelor’s degree in Management with a major in Accounting from Harbin University of Commerce.
Mr. Zhang was certified as a Certified Public Accountant in China in 2015.
 



There are no family relationship between any of the persons named above. There were no arrangement or understanding with major shareholders, customers, suppliers or
others, pursuant to which any person referred to above was selected as a director or member of senior management.

 
72

 
 
B. Compensation
 
Compensation of Directors and Executive Officers
 

In 2023, we paid an aggregate of $167,000 in cash and shares of the Company as salaries and fees to our former and current independent directors and an aggregate of $185,776
in cash as salaries and fees to our current executives. Other than salaries, fees and share incentives, we do not otherwise provide pension, retirement or similar benefits to our
officers and directors.
 
Share Incentive Plans
 

We adopted our share incentive plan in 2011, amended it in 2015 (the "2011 Plan”), and new incentive plans in 2020, 2021 and 2022 (the "2020 Plan”, "2021 Plan” and "2022
Plan”), to attract and retain the best available personnel, provide additional incentives to our employees, directors and consultants, and promote the success of our business.
 

The amended and restated 2011 share incentive plan provides for the grant of options, restricted shares and other share-based awards, collectively referred to as "awards.” In
respect of the share incentive plan 2011, amended in 2015, our board of directors has authorized the issuance of ordinary shares of up to 15% of the issued and outstanding share
capital of our company from time to time. The maximum aggregate number of shares which may be issued under the 2020 Plan is 150,000,000 shares (pre-mandatory exchange and
share consolidation). The maximum aggregate number of shares which may be issued under the 2021 Plan is 400,000,000 shares (pre-mandatory exchange and share consolidation).
The maximum aggregate number of shares which may be issued under the 2022 Plan is 1,100,000,000 shares (pre-mandatory exchange and share consolidation).
 

2011 Plan
 

Plan Administration. Our compensation committee will administer the amended and restated 2011 share incentive plan. The committee determines the participants to receive
awards, the type and number of awards to be granted, and the terms and conditions of each award grant.
 

Award Agreements. Awards granted under our amended and restated 2011 share incentive plan are evidenced by an award agreement that sets forth the terms, conditions and
limitations for each grant, which may include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and our authority to
unilaterally or bilaterally amend, modify, suspend, cancel or rescind the award. Unless specifically approved by our board of directors, the purchase price per share of an option
shall not be less than 100% of the fair market value of the shares on the date of grant.
 

Transfer Restrictions. The right of a grantee in an award granted under our amended and restated 2011 share incentive plan may not be transferred in any manner by the
grantee other than by will or the laws of descent and, with limited exceptions, may be exercised during the lifetime of the grantee only by the grantee.
 

Option Exercise. The term of options granted under the amended and restated 2011 share incentive plan may not exceed ten years from the date of grant. The consideration to
be paid for our ordinary shares upon exercise of an option or purchase of ordinary shares underlying the option may include cash, check or other cash-equivalent, ordinary shares,
consideration received by us in a cashless exercise, or any combination of the foregoing methods of payment.
 

Acceleration upon a Change of Control. If a change of control of our company occurs, (i) the compensation committee may determine that any outstanding unexercisable,
unvested or lapsable awards shall automatically be deemed exercisable, vested and not subject to lapse immediately prior to the event triggering the change of control and (ii) the
compensation committee may cancel such awards for fair value, provide for the issuance of substitute awards or provide that for a period of at least 15 days prior to the event
triggering the change of control, such options shall be exercisable and that upon the occurrence of the change of control, such options shall terminate and be of no further force
and effect.
 

Termination and Amendment. Our board of directors has the authority to amend or terminate our share incentive plan subject to shareholder approval to the extent necessary
to comply with applicable laws. Shareholders’ approval is required for any amendment to the amended and restated 2011 share incentive plan that increases the number of ordinary
shares available under the amended and restated 2011 share incentive plan or changes the maximum number of shares for which awards may be granted to any participant.
 
Additionally, a participant’s consent is required to diminish any of the rights of the participant under any award previously granted to such participant.
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2020 Plan
 

The following paragraphs summarize the principal terms of our 2020 Plan.
 

Type of Awards. The 2020 Plan permits the awards of options, restricted shares, restricted share units or other types of awards approved by compensation committee of the
board.
 

Plan Administration. Our board of directors or compensation committee will administer the 2020 Plan. The committee or the board of directors, as applicable, will determine the
participants to receive awards, the type and number of awards to be granted to each participant, and the terms and conditions of each grant.
 

Award Agreement. Awards granted under the 2020 Plan are evidenced by an award agreement that sets forth the terms, conditions and limitations for each award, which may
include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and our authority to unilaterally or bilaterally amend,
modify, suspend, cancel or rescind the award.
 

Eligibility. Persons eligible to participate in the 2020 Plan include employees, consultants and all directors of our company.
 

Vesting Schedule. The vesting schedule of each award granted under 2020 Plan will be set forth in the relevant award agreement.
 

Exercise of Options. The plan administrator determines the exercise price for each award, which is stated in the relevant award agreement. Options that are vested and
exercisable will terminate if they are not exercised prior to the time as the plan administrator determines at the time of grant. However, the maximum exercisable term is ten years from
the date of grant.
 

Transfer Restrictions. Awards may not be transferred in any manner by the participant other than in accordance with the exceptions provided in the 2020 Plan or the relevant
award agreement or otherwise determined by the plan administrator, such as transfers by will or the laws of descent and distribution.
 

Termination and Amendment of the 2020 Plan. With the approval of the board, our compensation committee has the authority to terminate, amend, suspend or modify the



2020 Plan. However, without the prior written consent of the participant, no such action may adversely affect in any material way any award previously granted pursuant to the
plan.
 

2021 Plan
 

The following paragraphs summarize the principal terms of our 2021 Plan.
 

Type of Awards. The 2021 Plan permits the awards of options, restricted shares, restricted share units or other types of awards approved by compensation committee of the
board.
 

Plan Administration. Our board of directors or compensation committee will administer the 2021 Plan. The committee or the board of directors, as applicable, will determine the
participants to receive awards, the type and number of awards to be granted to each participant, and the terms and conditions of each grant.
 

Award Agreement. Awards granted under the 2021 Plan are evidenced by an award agreement that sets forth the terms, conditions and limitations for each award, which may
include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and our authority to unilaterally or bilaterally amend,
modify, suspend, cancel or rescind the award.
 

Eligibility. Persons eligible to participate in the 2021 Plan include employees, consultants and all directors of our company.
 

Vesting Schedule. The vesting schedule of each award granted under 2021 Plan will be set forth in the relevant award agreement.
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Exercise of Options. The plan administrator determines the exercise price for each award, which is stated in the relevant award agreement. Options that are vested and
exercisable will terminate if they are not exercised prior to the time as the plan administrator determines at the time of grant. However, the maximum exercisable term is ten years from
the date of grant.
 

Transfer Restrictions. Awards may not be transferred in any manner by the participant other than in accordance with the exceptions provided in the 2021 Plan or the relevant
award agreement or otherwise determined by the plan administrator, such as transfers by will or the laws of descent and distribution.
 

Termination and Amendment of the 2021 Plan. With the approval of the board, our compensation committee has the authority to terminate, amend, suspend or modify the
2021 Plan. However, without the prior written consent of the participant, no such action may adversely affect in any material way any award previously granted pursuant to the
plan.
 

2022 Plan
 

The following paragraphs summarize the principal terms of our 2022 Plan.
 

Type of Awards. The 2022 Plan permits the awards of options, restricted shares, restricted share units or other types of awards approved by compensation committee of the
board.
 

Plan Administration. Our board of directors or compensation committee will administer the 2022 Plan. The committee or the board of directors, as applicable, will determine the
participants to receive awards, the type and number of awards to be granted to each participant, and the terms and conditions of each grant.
 

Award Agreement. Awards granted under the 2022 Plan are evidenced by an award agreement that sets forth the terms, conditions and limitations for each award, which may
include the term of the award, the provisions applicable in the event that the grantee’s employment or service terminates, and our authority to unilaterally or bilaterally amend,
modify, suspend, cancel or rescind the award.
 

Eligibility. Persons eligible to participate in the 2022 Plan include employees, consultants and all directors of our company.
 

Vesting Schedule. The vesting schedule of each award granted under 2022 Plan will be set forth in the relevant award agreement.
 

Exercise of Options. The plan administrator determines the exercise price for each award, which is stated in the relevant award agreement. Options that are vested and
exercisable will terminate if they are not exercised prior to the time as the plan administrator determines at the time of grant. However, the maximum exercisable term is ten years from
the date of grant.
 

Transfer Restrictions. Awards may not be transferred in any manner by the participant other than in accordance with the exceptions provided in the 2022 Plan or the relevant
award agreement or otherwise determined by the plan administrator, such as transfers by will or the laws of descent and distribution.
 

Termination and Amendment of the 2022 Plan. With the approval of the board, our compensation committee has the authority to terminate, amend, suspend or modify the
2022 Plan. However, without the prior written consent of the participant, no such action may adversely affect in any material way any award previously granted pursuant to the
plan.
 

The following table summarizes, as of the date of this annual report, the outstanding options and restricted share units granted to our (current and former) executive officers,
directors, and other individuals as a group under the 2011 Plan.
 
  Ordinary shares underlying          

  options awarded/Restricted   
Exercise

price     Date of  
Name  Share Units   (US$/share)   Date of grant  expiration  
Other Individuals as a Group   210,060,000(1)   —  from 2011/2/1 to 2021/1/25 from 2018/9/1 to 2031/1/24 
Other directors and officers as a
group   56,700,000(1)   —  from 2011/2/1 to 2021/1/3 from 2030/7/9 to 2031/1/2 
 
* Less than one percent of our total outstanding share capital.
(1) Restricted share units
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The following table summarizes, as of the date of this annual report, the outstanding options and restricted share units granted to our (current and former) executive officers,



directors, and other individuals as a group under the 2020 Plan.
 
  Ordinary shares underlying          

  options awarded/Restricted   
Exercise

price     Date of  
Name  Share Units   (US$/share)   Date of grant  expiration  
Other Individuals as a Group   93,600,000(1)  —  from 2021/1/3 to 2021/4/30 from 2031/1/2 to 2031/4/29 
Executive officers   37,008,000(1)  —  2020/11/24 2030/11/23 
 
* Less than one percent of our total outstanding share capital.
(1) Restricted share units
 

The following table summarizes, as of the date of this annual report, the outstanding options and restricted share units granted to our (current and former) executive officers,
directors, and other individuals as a group under the 2021 Plan.
 

  
Ordinary shares

underlying           

  
options

awarded/Restricted   
Exercise

price      Date of  
Name  Share Units   (US$/share)   Date of grant   expiration  
Other Individuals as a Group   10,800,000(1)  —   2021/8/25   2031/8/23 
Other directors and officers as a
group   384,999,480(1)  —   2021/8/25   2031/8/23 
 
* Less than one percent of our total outstanding share capital.
(1) Restricted share units
 

There are no outstanding options and restricted share units granted under the 2022 Plan.
 
C. Board Practices
 
Duties of Directors
 

Under Cayman Islands law, our directors owe certain fiduciary duties to our company, including duties of loyalty, to act honestly, and to act in what they consider in good
faith to be in our best interests. Our directors also have a duty to exercise the skills they actually possess and such care and, diligence that a reasonably prudent person would
exercise in comparable circumstances. It was previously considered that a director need not exhibit in the performance of his duties a greater degree of skill than what may
reasonably be expected from a person of his knowledge and experience. However, English courts have moved towards an objective standard with regard to the required skill and
care, and these authorities are likely to be followed in the Cayman Islands. In fulfilling their duty of care to us, our directors must ensure compliance with our fifth amended and
restated memorandum and articles of association. We have the right to seek damages if a duty owed by our directors is breached.
 

The powers of our board of directors include, among others:
 
 ● convening shareholders’ annual general meetings and reporting its work to shareholders at such meetings;
   
 ● issuing authorized but unissued shares;
   
 ● declaring dividends and distributions;
   
 ● exercising the borrowing powers of our company and mortgaging the property of our company;
   
 ● approving the transfer of shares of our company, including the registering of such shares; and
   
 ● exercising any other powers conferred by the shareholders’ meetings or under our fifth amended and restated memorandum and articles of association.
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Terms of Directors and Executive Officers
 

We have six directors on our board, three of whom are independent directors. Any director on our board may be removed by way of an ordinary resolution of shareholders.
Any vacancies on our board of directors or additions to the existing board of directors can be filled by the affirmative vote of a majority of the remaining directors. The
shareholders may also by ordinary resolution elect or appoint any person to be a director either to fill a casual vacancy or as an addition to the existing board of directors.

 
Any director appointed by the board of directors to fill a casual vacancy shall hold office for the remaining term of the director in whose place he is appointed and shall be

eligible for re-election at the expiry of the said term.
 

Grounds for Vacating a Director
 

The office of a director shall be vacated if the director:
 

 ● resigns his office by notice in writing delivered to us or tendered at a meeting of the board of directors;
   
 ● becomes of unsound mind or dies;
   
 ● without special leave of absence from the board of directors, is absent from meetings of the board of directors for six consecutive months and the board of directors

resolves that his office be vacated;
   
 ● becomes bankrupt or has a receiving order made against him or suspends payment or compounds with his creditors;
   
 ● is prohibited by law from being a director; or
   
 ● ceases to be a director by virtue of any provisions of Cayman Islands law or is removed from office pursuant to the fifth amended and restated articles of association.

 



All of our executive officers are appointed by and serve at the discretion of our board of directors. Our executive officers are elected by and may be removed by a majority vote
of our board of directors.

 
Board Committees
 

Our board of directors has established an audit committee, a compensation committee and a nominating and corporate governance committee.
 

Audit Committee
 

Our audit committee consists of Hui Cheng, Cong Huang, and Alan Curtis with Hui Cheng as Chair of the audit committee, effective October 2, 2023. We have determined that
all the members of our audit committee satisfy the "independence” requirements of Rule 10A-3 under the Exchange Act and Nasdaq Marketplace Rule 5605(a) and that Hui Cheng
is an audit committee financial expert as defined in the instructions to Item 16A of the Form 20-F. Hui Cheng serves as the chairperson of the audit committee.

 
The audit committee oversees our accounting and financial reporting processes and the audits of our consolidated financial statements. Our audit committee is responsible for,

among other things:
 

 ● selecting the independent auditor;
   
 ● pre-approving auditing and non-auditing services permitted to be performed by the independent auditor;
   
 ● annually reviewing the independent auditor’s report describing the auditing firm’s internal quality control procedures, any material issues raised by the most recent

internal quality control review, or peer review, of the independent auditors and all relationships between the independent auditor and our company;
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 ● setting clear hiring policies for employees and former employees of the independent auditors;
   
 ● reviewing with the independent auditor any audit problems or difficulties and management’s response;
   
 ● reviewing and approving all related party transactions on an ongoing basis;
   
 ● reviewing and discussing the annual audited consolidated financial statements with management and the independent auditor;
   
 ● reviewing and discussing with management and the independent auditor’s major issues regarding accounting principles and financial statement presentations;
   
 ● reviewing reports prepared by management or the independent auditors relating to significant financial reporting issues and judgments;
   
 ● discussing earnings press releases with management, as well as financial information and earnings guidance provided to analysts and rating agencies;
   
 ● reviewing with management and the independent auditors the effect of regulatory and accounting initiatives, as well as off-balance sheet structures, on our consolidated

financial statements;
   
 ● discussing policies with respect to risk assessment and risk management with management, internal auditors and the independent auditor;
   
 ● timely reviewing reports from the independent auditor regarding all critical accounting policies and practices to be used by our company, all alternative treatments of

financial information within U.S. GAAP that have been discussed with management and all other material written communications between the independent auditor and
management;

   
 ● establishing procedures for the receipt, retention and treatment of complaints received from our employees regarding accounting, internal accounting controls or auditing

matters and the confidential, anonymous submission by our employees of concerns regarding questionable accounting or auditing matters;
   
 ● annually reviewing and reassessing the adequacy of our audit committee charter;
   
 ● such other matters that are specifically delegated to our audit committee by our board of directors from time to time;
   
 ● meeting separately, periodically, with management, internal auditors and the independent auditor; and
   
 ● reporting regularly to the full board of directors.
 
Compensation Committee
 

Our compensation committee consists of Alan Curtis, Cong Huang and Mr. Hui Cheng with Cong Huang as the Chair of the compensation committee, effective October 2,
2023. We have determined that all the members of our compensation committee satisfy the "independence” requirements of Rule 5605(a) of Nasdaq Stock Market Marketplace
Rules.

 
Our compensation committee is responsible for, among other things:
 

 ● reviewing and approving our overall compensation policies;
   
 ● reviewing and approving corporate goals and objectives relevant to the compensation of our Chief Executive Officer, evaluating our Chief Executive Officer’s performance

in light of those goals and objectives, reporting the results of such evaluation to the board of directors, and determining our Chief Executive Officer’s compensation level
based on this evaluation;
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 ● determining the compensation level of our other executive officers;
   
 ● making recommendations to the board of directors with respect to our incentive-compensation plan and equity-based compensation plans;
   
 ● administering our equity-based compensation plans in accordance with the terms thereof; and



   
 ● such other matters that are specifically delegated to the compensation committee by our board of directors from time to time.
 
Nominating and Corporate Governance Committee
 

Our nominating and corporate governance committee consists of Alan Curtis, Cong Huang and Hui Cheng with Hui Cheng as the Chair of the Nominating and Corporate
Governance Committee, effective October 2, 2023. We have determined that all the members of our compensation committee satisfy the "independence” requirements of Rule
5605(a) of Nasdaq Stock Market Marketplace Rules.

 
The nominating and corporate governance committee will be responsible for, among other things:
 

 ● selecting and recommending to the board nominees for election by the shareholders or appointment by the board;
   
 ● reviewing annually with the board the current composition of the board with regards to characteristics such as independence, knowledge, skills, experience and diversity;
   
 ● making recommendations on the frequency and structure of board meetings and monitoring the functioning of the committees of the board; and
   
 ● advising the board periodically with regards to significant developments in the law and practice of corporate governance as well as our compliance with applicable laws

and regulations, and making recommendations to the board on all matters of corporate governance and on any remedial action to be taken.
 
Corporate Governance
 

Our board of directors has adopted a code of business conduct and ethics, which is applicable to all of our directors, officers and employees. We have made our code of
business conduct and ethics publicly available on our website.

 
In addition, our board of directors has adopted a set of corporate governance guidelines. The guidelines reflect certain guiding principles with respect to our board’s structure,

procedures and committees. The guidelines are not intended to change or interpret any law, or our fifth amended and restated memorandum and articles of association.
 

Remuneration and Borrowing
 

The Board may determine the remuneration to be paid to the directors. The compensation committee will assist the directors in reviewing and approving the compensation
structure for the directors. The directors may exercise all the powers of the company to borrow money and to mortgage or charge its undertaking, property and uncalled capital, and
to issue debentures or other securities whether outright or as security for any debt obligations of our company or of any third-party.

 
Qualification
 

There is no requirement for our directors to own any shares in our company in order for them to qualify as a director.
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Employment Agreements
 

The Board appointed Mr. Shi Qiu as the CEO for the Company, effective May 7, 2022. As of the date of this annual report, the current employment agreement (the "CEO
Employment Agreement”) dated May 9, 2022 between Mr. Shi Qiu and the Company governs the terms and conditions of Shi’s employment, which is substantially in the form filed
herein as Exhibit 10.1. Pursuant to the CEO Employment Agreement, we agreed to employ Mr. Shi Qiu as the CEO for an annual base salary of $36,000 with a three-month
probationary period. During the employment, Mr. Shi Qiu shall be entitled to the paid medical leave, holidays and vacations, and be subject to certain non-solicitation and non-
disclosure provisions set forth therein. We or Mr. Qiu may terminate the CEO Employment Agreement for cause, at any time, with one-month notice.

 
The Board appointed Ms. Qian Sun as the COO for the Company, effective October 13, 2022. As of the date of this annual report, the current employment agreement (the

"COO Employment Agreement”) dated October 13, 2022 between Ms. Qian Sun and the Company governs the terms and conditions of Ms. Qian Sun’s employment, which is
substantially in the form filed herein as Exhibit 10.2. Pursuant to the COO Employment Agreement, we agreed to employ Ms. Qian Sun as the COO for an annual base salary of
$30,000 with a three-month probationary period. During the employment, Ms. Qian Sun shall be entitled to the paid medical leave, holidays and vacations, and be subject to certain
non-solicitation and non-disclosure provisions set forth therein. We or Ms. Qian Sun may terminate the COO Employment Agreement for cause, at any time, with one-month
notice.

 
The Board appointed Mr. Yukuan Zhang as the CFO for the Company, effective November 13, 2022. As of the date of this annual report, the current employment agreement

(the "CFO Employment Agreement”) dated November 13, 2022 between Mr. Yukuan Zhang and the Company governs the terms and conditions of Mr. Yukuan Zhang’s
employment, which is substantially in the form filed herein as Exhibit 10.3. Pursuant to the CFO Employment Agreement, we agreed to employ Mr. Yukuan Zhang as the CFO for a
monthly base salary of RMB70,000, payable in U.S. Dollars based on the last 7 days average exchange rate of USD to CNY on the Financial Reserve Website. During the
employment, Mr. Yukuan Zhang shall be entitled to the paid medical leave, holidays and vacations, and be subject to certain non-solicitation and non-disclosure provisions set
forth therein. We or Mr. Yukuan Zhang may terminate the CFO Employment Agreement for cause, at any time, with one-month notice.

 
Our CEO, COO and CFO have also agreed not to engage in any activities that compete with us, or to directly or indirectly solicit the services of our employees and clients,

during employment and for a period of one year after termination of employment. Each of our CEO, COO and CFO has agreed to hold in strict confidence any confidential
information or trade secrets of our company. Each of our CEO, COO and CFO also agrees to comply with all material applicable laws and regulations related to his or her
responsibilities at our company as well as all material corporate and business policies and procedures of our company.
 
D. Employees

 
As of December 31, 2023, we had a total of 9 employees, consisting of three executives, three staff members in the business consultation services business, and three staff

members in other functions. We had a total of 9 employees as of December 31, 2022 and 13 employees as of December 31, 2021.
 
The remuneration package for our employees includes salary, sales commissions and employee share option programs. In accordance with applicable regulations in China, we

participate in a number of social insurance schemes, namely, a pension contribution plan, a medical insurance plan, an unemployment insurance plan, a personal injury insurance
plan, a maternity insurance and a housing reserve fund for the benefit of all of our employees based in China. We have not experienced any material labor disputes or disputes with
the labor department of the PRC government since our inception.

 
E. Share Ownership

 
The following table sets forth information with respect to the beneficial ownership, within the meaning of Rule 13d-3 under the Exchange Act, of our ordinary shares as of

April 12, 2024 (unless otherwise indicated) by:
 



 ● each of our directors and executive officers; and
   
 ● each person known to us to own beneficially more than 5% of our ordinary shares.
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Beneficial ownership is determined in accordance with the rules of the SEC and generally. includes voting power or investment power with respect to securities. The number of
ordinary shares beneficially owned including ordinary shares such person has the right to acquire within 60 days of April 12, 2024, the latest practicable date. Such shares,
however, are not deemed to be outstanding and beneficially owned for the purpose of computing the percentage ownership of any other shareholder.

 
The total number of ordinary shares issued and outstanding as of December 31, 2023 was 14,069,445,558 shares (pre-mandatory exchange and share consolidation). The

Company issued the 4,545,454,546 ordinary shares (pre-mandatory exchange and share consolidation) to the investor upon receiving the $5 million from the investor on January 10,
2023.

 
On December 29, 2022, the Company’s Board of Directors approved to proceed with: 1) the share consolidation and simultaneous change of the ADR ratio; 2) the transfer of

the register of members of the Company; and 3) the termination of the deposit agreement. Later in January 2023, the Board approved the proposal on the share consolidation to the
authorized share capital (the "Share Consolidation”) at a ratio of four hundred (400)-for-one (1) with the par value of each ordinary share changed to US$0.004 per ordinary share
and the proposal to cancel the simultaneous ADR ratio change.

 
The Board approved the transfer of the register of members of the Company from Maples Corporate Services Limited to VStock Transfer, LLC, which will act as the transfer

agent of the Company’s ordinary shares, upon the suspension of the Company’s ADRs program and the commencement of trading the Company’s ordinary shares. The Board
approved to terminate the Deposit Agreement, as amended (the "Deposit Agreement”) effective on February 28, 2023, by and among the Company, Citibank, N.A., and the holders
and beneficial owners of American Depositary Shares outstanding under the terms of the Deposit Agreement dated as of April 13, 2015 and as amended. As a result of the
Mandatory Exchange and Share Consolidation, ADR holders should receive nine-tenths (0.9) of one (1) new ordinary share for every ADR held immediately before the Effective
Date.

 
On February 28, 2023, the total number of ordinary shares issued and outstanding post the Share Consolidation and Mandatory Exchange was 46,538,116 shares. As of April

12, 2024, the total number of ordinary shares issued and outstanding is 60,819,897.
 

  Ordinary     
  Shares     
  Beneficially     
  Owned   Percentage  
  Number   (%)  

Directors and Executive Officers*:         
Shi Qiu   —   — 
Alan Curtis   —   — 
Daniel Kelly Kennedy   —   — 
Sun Qian   —   — 
Cheng Hui   —   — 
Cong Huang   —   — 
Yukuan Zhang   —   — 
Principal Shareholders         
Hanqi Li (1)   20,918,312   27.3%
Huangtong International Co., Ltd (2)   3,601,320   5.9%
Hexin Global Limited (3)   23,076,924   29.5%
Hailei Zhang (4)   9,120,000   13.5%
Hong Mei Zhou (5)   18,428,000   24.7%
Xin Rong Gan (6)   18,400,000   24.7%
Apollo Multi-Asset Growth Fund (7)   57,007,125   55.0%
Anyu International Limited (8)   8,000,000   12.0%
Quick Cash Technology Limited (9)   4,000,000   6.6%
 
 

 
* The business address of the directors and officers is 1330 Avenue of Americas, Fl 33, New York, 10019, United States.
 
 (1) Hanqi Li held 5,229,579 ordinary shares and warrants which can be exercised to purchase up to 15,688,733 ordinary shares. The percentage of beneficial ownership is

calculated based on a denominator of 76,508,630 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12, 2024 and 15,688,733
ordinary shares issuable upon full exercise of warrants held. The mailing address of Hanqi Li is Flat 35/F Tower 9, Grand Yoho, Yuen Long, Hong Kong.
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 (2) Huangtong International Co., Ltd held 3,601,320 ordinary shares. The percentage of beneficial ownership is calculated based on a denominator of 60,819,897 shares

issued and outstanding as of April 12, 2024. The mailing address of Huangtong International Co., Ltd is Room 1603, Shui On Centre, Wan Chai, Hong Kong.
 (3) Hexin Global Limited held 5,769,231 ordinary shares and warrants which can be exercised to purchase up to 17,307,693 ordinary shares. The percentage of beneficial

ownership is calculated based on a denominator of 78,127,590 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12, 2024 and
17,307,693 ordinary shares issuable upon full exercise of warrants held. The mailing address of Hexin Global Limited is 7/F, 15 Shelter Street, Causeway Bay, Hong
Kong.

 (4) Hailei Zhang held 2,280,000 ordinary shares and warrants which can be exercised to purchase up to 6,840,000 ordinary shares. The percentage of beneficial ownership
is calculated based on a denominator of 67,659,897 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12, 2024 and 6,840,000
ordinary shares issuable upon full exercise of warrants held. The mailing address of Hailei Zhang is Room 1410, Unit 2, New Inter First Block, Zhongxing Fifth Road,
Daya Bay, Huizhou City, Guangdong Province, China.

 (5) Hong Mei Zhou held 4,607,000 ordinary shares and warrants which can be exercised to purchase up to 13,821,000 ordinary shares. The percentage of beneficial
ownership is calculated based on a denominator of 74,640,897 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12, 2024 and
13,821,000 ordinary shares issuable upon full exercise of warrants held. The mailing address of Hong Mei Zhou is Building 6, State Veteran’s Institute, No. 26, Mengla
Road, Jinghong, Xishuangbanna Dai Autonomous Prefecture, Yunnan Province, China.

 (6) Xin Rong Gan held 4,600,000 ordinary shares and warrants which can be exercised to purchase up to 13,800,000 ordinary shares. The percentage of beneficial
ownership is calculated based on a denominator of 74,619,897 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12, 2024 and



13,800,000 ordinary shares issuable upon full exercise of warrants held. The mailing address of Xin Rong Gan is Room 2-204, Building 7, Jindaotian Jinzhou Garden,
Luohu District, Shenzhen, Guangdong Province, China.

 (7) Apollo Multi-Asset Growth Fund held 14,251,781 ordinary shares and warrants which can be exercised to purchase up to 42,755,344 ordinary shares. The percentage
of beneficial ownership is calculated based on a denominator of 103,575,241 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April
12, 2024 and 42,755,344 ordinary shares issuable upon full exercise of warrants held. The mailing address of Apollo Multi-Asset Growth Fund is Unit 1603, 16/F Tung
Ning Building, 125-126 Connaught Road Central, Sheung Wan, Hong Kong.

 (8) Anyu International Limited held 2,000,000 ordinary shares and warrants which can be exercised to purchase up to 6,000,000 ordinary shares. The percentage of
beneficial ownership is calculated based on a denominator of 66,819,897 ordinary shares, being the sum of 60,819,897 shares issued and outstanding as of April 12,
2024 and 6,000,000 ordinary shares issuable upon full exercise of warrants held. The mailing address of Anyu International Limited is Craigmuir Chambers, Road
Town, Tortola, VG 1110, British Virgin Islands.

 (9) Quick Cash Technology Limited held 4,000,000 ordinary shares. The percentage of beneficial ownership is calculated based on a denominator of 60,819,897 shares
issued and outstanding as of April 12, 2024. The mailing address of Quick Cash Technology Limited is Rm 4, 16/F, Ho King Comm Ctr, 2-16 Fayuen St, Mongkok
Kowloon, Hong Kong.

 
None of our existing shareholders has voting rights that will differ from the voting rights of other shareholders. We are not aware of any arrangement that may, at a

subsequent date, result in a change of control of our company.
 

F. Disclosure of a registrant’s action to recover erroneously awarded compensation
 
None.

 
ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
 
A. Major Shareholders

 
Please refer to "Item 6. Directors, Senior Management and Employees—E. Share Ownership.”
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B. Related Party Transactions

 
Nature of the relationships with related parties:

 
Name  Relationship with the Company
Kaiming Hu  Previous owner of NBpay group, former shareholder of MFH
Zhiyou Wang  Former director of MFH’s affiliated companies, former shareholder of MFH
Radiance Holding (HK) Limited  Former shareholder of MFH
Wei Zheng  Director of MFH Tech
Ying Wang  Associated with Zhiyou Wang
 
 a) As of December 31, 2023 and 2022, the following balance was due from the related party:

 
Net Amount due from the related party
 

     As of December 31,   As of December 31,  
     2023   2022  
     US$   US$  

Kaiming Hu  (i)  —  — 
Wei Zheng   (ii)   —   25,000 
 
 i. The receivable due from Mr. Kaiming Hu is $556,083 at the end of December 31, 2021, related to capital contribution. Due to the changes of the Company’s management

and business team in the second half of 2021, the Company failed to collect the receivable from Mr. Kaiming Hu in a timely manner. The Company made full provision for
doubtful accounts for this receivable at the end of 2021.

   
 ii. On September 10, 2022, Mercurity Fintech Technology Holding Inc. ("MFH Tech”), a subsidiary of the Company, provided a loan of US $25,000 to Mr. Wei Zheng with a

term of one year. Mr. Wei Zheng serves as a director of our US subsidiary MFH Tech, and during 2023, this loan was converted into a reserve fund for the Company’s
new business. Mr Wei Zheng had the right to continue holding and using the reserve fund. As of December 31, 2023, Mr Wei Zheng had offset the reserve fund balance
with the Company’s business expenses advanced by him.

 
 b) As of December 31, 2023 and 2022, the following balance was due to the related party:
 

Net Amount due to the related party
 

     
As of December 31,

2023   
As of December

31, 2022  
     US$   US$  

Zhiyou Wang   (i)   243,219   238,168 
Radiance Holding (HK) Limited   (ii)   273,000   273,000 
Ying Wang   (iii)   400,000   400,000 

 
 i. The amounts represent the payables of $243,219 due to Zhiyou Wang related to the Company’s borrowing from shareholders because of a temporary shortage of RMB

funds. As of December 31, 2023, the Company has not yet repaid the loan due to the affiliated relationship between Zhiyou Wang and Wei Zhu. The Company may not
repay the debt until the Company recovers the digital assets wrongly seized by the Sheyang County Public Security Bureau.

   
 ii. The amounts represent the payables of $273,000 due to Radiance Holding (HK) Limited related to the Company’s borrowing shares from shareholders to pay agency fees

with 100,000 ADSs of the Company. As of December 31, 2023, the Company has not yet repaid the loan due to the affiliated relationship between Radiance Holding (HK)
Limited and Wei Zhu. The Company may not repay the debt until the Company recovers the digital assets wrongly seized by the Sheyang County Public Security Bureau.
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 iii. On June 13, 2022, the Company issued a promissory note to Ying Wang, a Singapore resident associated with Zhiyou Wang, in the principal amount of up to
USD$5,000,000 to provide for the Company’s working capital. The Note has a term of one year with the maturity date on June 1, 2023 and bears no interest other than any
applicable imputed interest charged by the appropriate government authority. The balance of the Note may be prepaid at any time before the Maturity Date. As of
December 31, 2023, the Company has not yet repaid the loan due to the affiliated relationship between Ying Wang and Wei Zhu. The Company may not repay the debt
until the Company recovers the digital assets wrongly seized by the Sheyang County Public Security Bureau.

 
C. Interests of Experts and Counsel
 

Not applicable.
 
ITEM 8. FINANCIAL INFORMATION
 
A. Consolidated Statements and Other Financial Information

 
Please refer to "Item 18. Financial Statements” for our audited consolidated financial statements filed as part of this annual report.
 

Legal Proceedings
 

From time to time, we may become a party to various legal or administrative proceedings arising in the ordinary course of our business, including actions with respect to
intellectual property infringement, breach of contract and labor and employment claims. Excepts as otherwise disclosed in this annual report, we are currently not a party to, and we
are not aware of any threat of, any legal or administrative proceedings that, in the opinion of our management, are likely to have any material and adverse effect on our business,
financial condition, cash flows or results of operations.

 
Please also refer to certain updates on our crypto assets which were wrongfully seized in the section "Item 5. Operating and Financial Review and Prospects—D. Trend

Information.”
 

Dividend Policy
 

Since our inception, we have not declared or paid any dividends on our ordinary shares. We have no present plan to pay any dividends on our ordinary shares in the
foreseeable future. We intend to retain most, if not all, of our available funds and any future earnings to operate and expand our business.

 
Any future determination to pay dividends will be made at the discretion of our board of directors subject to certain restrictions under Cayman Islands law, namely that our

company may only pay dividends out of profits or share premium, and provided always that in no circumstances may a dividend be paid if this would result in our company being
unable to pay its debts as they fall due in the ordinary course of business. Our board of directors’ decision to declare and pay dividends may be based on a number of factors,
including our future operations and earnings, capital requirements and surplus, the amount of distributions, if any, received by us from our US, Hong Kong and PRC subsidiaries,
our general financial condition, contractual restrictions and other factors that the board of directors may deem relevant. Cash dividends on our ordinary shares, if any, will be paid
in U.S. dollars.

 
We are a holding company incorporated in the Cayman Islands. In order for us to distribute any dividends to our shareholders, we will rely on dividends distributed by our

US, Hong Kong and PRC subsidiaries. Certain payments from our PRC subsidiary to us are subject to PRC taxes, such as withholding income tax. In addition, regulations in China
currently permit payment of dividends of a PRC company only out of accumulated distributable after-tax profits as determined in accordance with its articles of association and the
accounting standards and regulations in China. Our PRC subsidiary is required to set aside at least 10% of its after-tax profit based on PRC accounting standards every year to a
statutory common reserve fund until the aggregate amount of such reserve fund reaches 50% of the registered capital of such subsidiary. Such statutory reserves are not
distributable as loans, advances or cash dividends. Our PRC subsidiary may set aside a certain amount of its after-tax profits to other funds at its discretion. These reserve funds
can only be used for specific purposes and are not transferable to the company’s parent in the form of loans, advances or dividends. See "Item 3. Key Information—D. Risk
Factors—Risks Relating to Doing Business in the PRC—We may rely on dividends and other distributions on equity paid by our PRC and Hong Kong subsidiaries to fund any
cash and financing requirements we may have, and any limitation on the ability of our PRC and Hong Kong subsidiaries to make payments to us could have a material and adverse
effect on our ability to conduct our business.”
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B. Significant Changes
 
In May 2022, we opened the US office in New York and moved our corporate headquarter from Shenzhen to New York.
 
On July 15, 2022, we incorporated Mercurity Fintech Technology Holding Inc.(the "MFH Tech”) in New York to develop distributed storage and computing services

(including cryptocurrency mining) and business consultation services. We started business consultation services operation in New York since August 2022 and started Filecoin
mining operations in the United States since December 2022.

 
On January 28, 2023, we decided to write off NBpay Investment Limited and its subsidiaries, which are all shell companies without any assets, employees or business.
 
On April 12, 2023, we completed the incorporation of a U.S. subsidiary, Chaince Securities, Inc. ("Chaince Securities”), which plans to develop financial advisory services,

online and traditional brokerage services independently in the future. On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement for the acquisition of all
assets and liabilities of J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer.

 
From April to June 2023, our management reassessed the potential adverse effects of changes in the Company’s business environment, and readjusted the Company’s

business structure and the future development plan. Considering the increasing difficulty of mining in the crypto mining industry and the general losses by top crypto mining
enterprises, we have decided to reduce the Company’s investment in the crypto mining field. Also considering the enormous uncertainty brought by the cryptocurrency market
turmoil in the past two years to the blockchain industry, as well as the regulatory uncertainties, although we have the ability to quickly reorganize the blockchain technical service
team, we have still decided not to continue conducting blockchain technology service business related to the asset trading platform, asset digitalization platform and decentralized
finance (DeFi) platform.

 
After the adjustment of our business strategies, the focuses of our respective operating subsidiaries are as follows: (i) MFH Tech acting as the operating entity of distributed

storage and computing services and business and business consultation services in North America; (ii) after completing the acquisition of all assets and liabilities of J.V. Delaney
& Associates with FINRA approval, Chaince Securities to operate our financial advisory services, online and traditional brokerage services in North America; and (iii) Ucon and
Lianji Future acting as the operating entities of the business consultation services in the Asia-Pacific region.

 
Except as disclosed in this Item 8B or elsewhere in this annual report, we have not experienced any significant changes since the date of our audited consolidated financial

statements included in this annual report.
 

ITEM 9. THE OFFER AND LISTING.
 



A. Offer and Listing Details
 
See "C. Markets.”
 

B. Plan of Distribution
 
Not applicable.
 

C. Markets
 
Our ordinary shares are listed on The Nasdaq Capital Market under the symbol "MFH.”
 

D. Selling Shareholders
 
Not applicable.
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E. Dilution

 
Not applicable.
 

F. Expenses of the Issue
 
Not applicable.
 

ITEM 10. ADDITIONAL INFORMATION
 
A. Share Capital

 
Not applicable.
 

B. Memorandum and Articles of Association
 
We are a Cayman Islands exempted company with limited liability and our affairs are governed by our memorandum and articles of association, and the Companies Act (As

Revised), of the Cayman Islands, which is referred to as the Companies Act below. The following are summaries of material provisions of our fifth amended and restated
memorandum and articles of association and the Companies Act insofar as they relate to the material terms of our ordinary shares.

 
Registered Office and Objects
 

Our registered office in the Cayman Islands is at Maples Corporate Services Limited, PO Box 309, Ugland House, Grand Cayman KY1-1104, Cayman Islands. The objects for
which our company is established are unrestricted and we have full power and authority to carry out any object not prohibited by the Companies Act, as amended from time to
time, or any other law of the Cayman Islands.

 
Board of Directors
 

A director is not required to hold any shares in our company by way of qualification. A director who to his knowledge is in any way, whether directly or indirectly, interested
in a contract or arrangement or proposed contract or arrangement with us shall declare the nature of his interest at the meeting of the board of directors at which the question of
entering into the contract or arrangement is first considered, if he knows his interest then exists, or in any other case at the first meeting of the board of directors after he knows
that he is or has become so interested. Subject to any separate requirement for the approval of the audit committee of the board of directors under applicable law or the listing rules
of Nasdaq, and unless disqualified by the chairman of the relevant board meeting, such director may vote with respect to any contract, proposed contract or arrangement in which
he is so interested. A director may exercise all the powers of our company to raise or borrow money, and to mortgage or charge all or any part of its undertaking, property and
assets (present and future) and uncalled capital, and issue debentures, bonds or other securities, whether outright or as collateral security for any debt, liability or obligation of our
company or of any third-party. The directors may receive such remuneration as our board may from time to time determine. There is no age limit requirement with respect to the
retirement or non-retirement of a director. See also "Item 6. Directors, Senior Management and Employees—C. Board Practices.”

 
Ordinary Shares
 

General
 
All of our issued and outstanding ordinary shares are fully paid and non-assessable. Our ordinary shares are issued in registered form and are issued when registered in our

register of members. Our shareholders who are non-residents of the Cayman Islands may freely hold and vote their ordinary shares. Our fifth amended and restated memorandum
and articles of association do not permit us to issue bearer shares.
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Dividends
 
The holders of our ordinary shares are entitled to such dividends as may be declared by our board of directors subject to the Companies Act and to the fifth amended and

restated articles of association. Under Cayman Islands law, dividends may be declared and paid only out of funds legally available therefor, namely out of either profit or our share
premium account, and provided further that a dividend may not be paid if this would result in our company being unable to pay its debts as they fall due in the ordinary course of
business.

 
Voting Rights
 
Each ordinary share is entitled to one vote on all matters upon which the ordinary shares are entitled to vote. Voting at any meeting of shareholders is by show of hands

unless a poll is required by the rules of NASDAQ or demanded, on or before the declaration of the result of the show of hands or on the withdrawal of any other demand for a poll.
A poll may be demanded by the chairman of such meeting or any one shareholder present in person or by proxy.

 
An ordinary resolution to be passed by the shareholders requires the affirmative vote of a simple majority of votes attached to the ordinary shares cast in a general meeting,

while a special resolution requires the affirmative vote of at least two-thirds of votes cast attached to the ordinary shares in a meeting. A special resolution will be required for



important matters such as a change of name or making changes to our memorandum and articles of association.
 
General Meetings of Shareholders
 
Shareholders’ meetings may be convened by our board of directors. Cayman Islands law provides shareholders with only limited rights to requisition a general meeting, and

does not provide shareholders with any right to put any proposal before a general meeting. However, these rights may be provided in a company’s articles of association. Our fifth
amended and restated articles of association allow our shareholders holding shares representing in aggregate not less than 30% of our voting share capital in issue, to requisition
an extraordinary general meeting of our shareholders, in which case our directors are obliged to call such meeting and to put the resolutions so requisitioned to a vote at such
meeting; however, our fifth amended and restated articles of association do not provide our shareholders with any right to put any proposals before annual general meetings or
extraordinary general meetings not called by such shareholders. Advance notice in writing of at least ten clear days is required for the convening of our annual general
shareholders’ meeting and any other general meeting of our shareholders. A quorum required for a meeting of shareholders consists of at least two shareholders present or by
proxy, representing not less than one-third in nominal value of the total issued voting shares in our company.

 
Transfer of Ordinary Shares
 
Subject to the restrictions contained in our fifth amended and restated articles of association, as applicable, any of our shareholders may transfer all or any of his or her

ordinary shares by an instrument of transfer in the usual or common form or any other form approved by our board of directors.
 
Our board of directors may, in its absolute discretion, decline to register any transfer of any ordinary share which is not fully paid up to a person of whom it does not approve,

or any share issued under any share incentive scheme for employees upon which a restriction on transfer imposed thereby still subsists. Our board of directors may also decline to
register any transfer of any ordinary share unless (a) the instrument of transfer is lodged with us or such other place at which the register of members is kept in accordance with
Cayman Islands law, accompanied by the certificate for the ordinary shares to which it relates and such other evidence as our board of directors may reasonably require to show
the right of the transferor to make the transfer; (b) the instrument of transfer is in respect of only one class of shares; (c) the instrument of transfer is properly stamped, if required
and; (e) a fee of such maximum sum as the Nasdaq Capital Market may determine to be payable or such lesser sum as the board may from time to time require is paid to us in respect
thereof.

 
If our directors refuse to register a transfer they are required, within three months after the date on which the instrument of transfer was lodged, to send to each of the

transferor and the transferee notice of such refusal.
 
The registration of transfers may, after compliance with any notice requirement of the Nasdaq Capital Market, be suspended and the register closed at such times and for such

periods as our directors may from time to time determine; provided, however, that the registration of transfers shall not be suspended nor the register closed for more than 30 days
in any year as our directors may determine.

 
Liquidation
 
On a return of capital on winding up or otherwise (other than on redemption or purchase of ordinary shares), assets available for distribution among the holders of ordinary

shares will be distributed among the holders of the ordinary shares on a pro rata basis. If our assets available for distribution are insufficient to repay all of the paid-up capital, the
assets will be distributed so that the losses are borne by our shareholders proportionately.
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Calls on Ordinary Shares and Forfeiture of Ordinary Shares
 
Our board of directors may from time to time make calls upon shareholders for any amounts unpaid on their ordinary shares in a notice served to such shareholders at least 14

clear days prior to the specified time of payment. The ordinary shares that have been called upon and remain unpaid are subject to forfeiture.
 
Share Repurchases
 
We are empowered under our fifth amended and restated memorandum of association to purchase our shares subject to the Companies Act and our fifth amended and restated

articles of association. Our fifth amended and restated articles of association provide that this power is exercisable by our board of directors in such manner, upon such terms and
subject to such conditions as it in its absolute discretion thinks fit subject to the Companies Act and, where applicable, the rules of the Nasdaq Capital Market and the applicable
regulatory authority.

 
Variations of Rights of Shares
 
If at any time our share capital is divided into different classes of shares, all or any of the special rights attached to any class of shares may, subject to the provisions of the

Companies Act, be varied, modified or abrogated with the sanction of a special resolution passed at a separate general meeting of the holders of the shares of that class.
Consequently, the rights of any class of shares cannot be detrimentally altered without a majority of two-thirds of the vote of all of the shares in that class. The special rights
conferred upon the holders of the shares of any class issued with preferred or other rights will not, unless otherwise expressly provided by the terms of issue of the shares of that
class, be deemed to be varied, modified or abrogated by the creation or issue of further shares ranking pari passu with such existing class of shares.

 
Inspection of Books and Records
 
Holders of our ordinary shares will have no general right under Cayman Islands law to inspect or obtain copies of our list of shareholders or our corporate records (except for

our memorandum and articles of association, special resolutions of our shareholders and our register of mortgages and charges). However, our fifth amended and restated articles
of association provide our shareholders with the right to inspect our list of shareholders (on such days as our board of directors shall determine) and to receive annual audited
financial statements.

 
Changes in Capital
 
We may from time to time by ordinary resolution: (a) increase the share capital by such sum, to be divided into shares of such classes and amount, as the resolution shall

prescribe; (b) consolidate and divide all or any of our share capital into shares of a larger amount than our existing shares; (c) without prejudice to the powers of the board of
directors under our articles of association, divide our shares into several classes and without prejudice to any special rights previously conferred on the holders of existing shares
attach thereto respectively and preferential, deferred, qualified or special rights, privileges, conditions or such restrictions which in the absence of any such determination by the
Company in general meeting, as the board of directors may determine (d) sub-divide our existing shares, or any of them into shares of a smaller amount; or (e) cancel any shares
which, at the date of the passing of the resolution, have not been taken or agreed to be taken by any person and diminish the amount of our share capital by the amount of the
shares so cancelled. We may by special resolution reduce our share capital or any capital redemption reserve in any manner permitted by law.

 
Register of Members
 
Under Cayman Islands law, we must keep a register of members and there should be entered therein: (a) the names and addresses of the members, together with a statement of

the shares held by each member, and such statement shall confirm (i) the amount paid or agreed to be considered as paid, on the shares of each member; (ii) the number and



category of shares held by each member, and (iii) whether each relevant category of shares held by a member carries voting rights under the articles of association of the company,
and if so, whether such voting rights are conditional; (b) the date on which the name of any person was entered on the register as a member; and (c) the date on which any person
ceased to be a member.

 
Under Cayman Islands law, the register of members of our company is prima facie evidence of the matters set out therein (i.e. the register of members will raise a presumption of

fact on the matters referred to above unless rebutted) and a member registered in the register of members should be deemed as a matter of Cayman Islands law to have legal title to
the shares as set against its name in the register of members. Once our register of members has been updated, the shareholders recorded in the register of members will be deemed
to have legal title to the shares set against their name.
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If the name of any person is incorrectly entered in or omitted from our register of members, or if there is any default or unnecessary delay in entering on the register the fact of
any person having ceased to be a member of our company, the person or member aggrieved (or any member of our company or our company itself) may apply to the Cayman
Islands Grand Court for an order that the register be rectified, and the Court may either refuse such application or it may, if satisfied of the justice of the case, make an order for the
rectification of the register.

 
Differences in Corporate Law
 

The Companies Act is derived, to a large extent, from the older Companies Acts of England but does not follow recent statutory enactments in England. In addition, the
Companies Act differs from laws applicable to United States corporations and their shareholders. Set forth below is a summary of the significant differences between the
provisions of the Companies Act applicable to us and the laws applicable to companies incorporated in the United States.

 
Mergers and Similar Arrangements
 
The Companies Act permits mergers and consolidations between Cayman Islands companies and between Cayman Islands companies and non-Cayman Islands companies.

For these purposes, (a) "merger” means the merging of two or more constituent companies and the vesting of their undertaking, property and liabilities in one of such companies
as the surviving company and (b) a "consolidation” means the combination of two or more constituent companies into a combined company and the vesting of the undertaking,
property and liabilities of such companies to the consolidated company. In order to effect such a merger or consolidation, the directors of each constituent company must approve
a written plan of merger or consolidation, which must then be authorized by (a) a special resolution of the shareholders of each constituent company, and (b) such other
authorization, if any, as may be specified in such constituent company’s articles of association.

 
The written plan of merger or consolidation must be filed with the Registrar of Companies together with a declaration as to the solvency of the consolidated or surviving

company, a list of the assets and liabilities of each constituent company and an undertaking that a copy of the certificate of merger or consolidation will be given to the members
and creditors of each constituent company and that notification of the merger or consolidation will be published in the Cayman Islands Gazette. Dissenting shareholders have the
right to be paid the fair value of their shares (which, if not agreed between the parties, will be determined by the Cayman Islands court) if they follow the required procedures,
subject to certain exceptions. Court approval is not required for a merger or consolidation which is effected in compliance with these statutory procedures.

 
In addition, there are statutory provisions that facilitate the reconstruction and amalgamation of companies, provided that the arrangement is approved by (a) 75% in value of

the shareholders or class of shareholders, as the case may be, or (b) a majority in number representing 75% in value of the creditors or each class of creditors, as the case may be,
with whom the arrangement is to be made, that are, in each case, present and voting either in person or by proxy at a meeting, or meetings, convened for that purpose. The
convening of the meetings and subsequently the arrangement must be sanctioned by the Grand Court of the Cayman Islands. While a dissenting shareholder has the right to
express to the court the view that the transaction ought not to be approved, the Grand Court of the Cayman Islands can be expected to approve the arrangement if it determines
that (a) the statutory provisions as to the required majority vote have been met; (b) the shareholders have been fairly represented at the meeting in question and the statutory
majority are acting bona fide without coercion of the minority to promote interests adverse to those of the class; (c) the arrangement is such that may be reasonably approved by
an intelligent and honest man of that class acting in respect of his interest; and (d) the arrangement is not one that would more properly be sanctioned under some other provision
of the Companies Act .

 
If an arrangement and reconstruction is thus approved, the dissenting shareholder would have no rights comparable to appraisal rights, which would otherwise ordinarily be

available to dissenting shareholders of Delaware corporations, providing rights to receive payment in cash for the judicially determined value of the shares.
 
When a takeover offer is made and accepted by holders of 90% of the shares affected within four months, the offeror may, within a two-month period commencing on the

expiration of such four month period, require the holders of the remaining shares to transfer such shares on the terms of the offer. An objection can be made to the Grand Court of
the Cayman Islands but this is unlikely to succeed in the case of an offer which has been so approved unless there is evidence of fraud, bad faith or collusion.
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Shareholders’ Suits
 
In principle, we will normally be the proper plaintiff and as a general rule a derivative action may not be brought by a minority shareholder. However, based on English

authorities, which would in all likelihood be of persuasive authority in the Cayman Islands, there are exceptions to the foregoing principle, including when (a) a company acts or
proposes to act illegally or ultra vires; (b) the act complained of, although not ultra vires, could only be effected duly if authorized by more than a simple majority vote that has not
been obtained; and (c) those who control the company are perpetrating a "fraud on the minority.”

 
Indemnification of Directors and Executive Officers and Limitation of Liability
 
Cayman Islands law does not limit the extent to which a company’s articles of association may provide for indemnification of officers and directors, except to the extent any

such provision may be held by the Cayman Islands courts to be contrary to public policy, such as to provide indemnification against civil fraud or the consequences of committing
a crime. Our fifth amended and restated memorandum and articles of association permit indemnification of officers and directors against costs, charges, losses, damages, and
expenses which are incurred or sustained by or by reason of any act done, concurred in or omitted in or about the execution of their duty, or supposed duty, in their respective
offices or trusts; and none of them shall be answerable for the acts, receipts, neglects or defaults of the other or others of them or for joining in any receipts for the sake of
conformity, or for any bankers or other persons with whom any moneys or effects belonging to us shall or may be lodged or deposited for safe custody, or for insufficiency or
deficiency of any security upon which any moneys of or belonging to us shall be placed out on or invested, or for any other loss, misfortune or damage which may happen in the
execution of their respective offices of trusts, or in relation thereto, provided that the indemnity shall not extend to any matter in respect of any fraud or dishonesty which may
attach to any of said persons. This standard of conduct is generally the same as permitted under the Delaware General Corporation Law for a Delaware corporation. In addition, we
intend to enter into indemnification agreements with our directors and senior executive officers that will provide such persons with additional indemnification beyond that provided
in our fifth amended and restated memorandum and articles of association.

 
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or persons controlling us under the foregoing provisions, we

have been informed that, in the opinion of the SEC, such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.
 
Anti-Takeover Provisions in the Memorandum and Articles of Association



 
Some provisions of our fifth amended and restated memorandum and articles of association may discourage, delay or prevent a change in control of our company or

management that shareholders may consider favorable, including provisions that authorize our board of directors to issue preference shares in one or more series and to designate
the price, rights, preferences, privileges and restrictions of such preference shares without any further vote or action by our shareholders.

 
However, under Cayman Islands law, our directors may only exercise the rights and powers granted to them under our memorandum and articles of association, as amended

and restated from time to time, for what they believe in good faith to be in the best interests of our company.
 
Directors’ Fiduciary Duties
 
As a matter of Cayman Islands law, a director of a Cayman Islands company is in the position of a fiduciary with respect to the company and therefore it is considered that he

owes the following duties to the company—a duty to act bona fide in the best interests of the company, a duty not to make a profit based on his or her position as director (unless
the company permits him to do so) and a duty not to put himself in a position where the interests of the company conflict with his or her personal interest or his or her duty to a
third-party. A director of a Cayman Islands company owes to the company a duty to act with skill and care. It was previously considered that a director need not exhibit in the
performance of his or her duties a greater degree of skill than may reasonably be expected from a person of his or her knowledge and experience. However, English courts have
moved towards an objective standard with regard to the required skill and care and these authorities are likely to be followed in the Cayman Islands.

 
In addition, directors of a Cayman Islands company must not place themselves in a position in which there is a conflict between their duty to the company and their personal

interests. However, this obligation may be varied by the company’s articles of association, which may permit a director to vote on a matter in which he has a personal interest
provided that he has disclosed that nature of his interest to the board. Our fifth amended and restated memorandum and articles of association provides that a director with an
interest (direct or indirect) in a contract or arrangement or proposed contract or arrangement with the company must declare the nature of his interest at the meeting of the board of
directors at which the question of entering into the contract or arrangement is first considered, if he knows his interest then exists, or in any other case at the first meeting of the
board of directors after he is or has become so interested.
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A general notice may be given at a meeting of the board of directors to the effect that (i) the director is a member/officer of a specified company or firm and is to be regarded as
interested in any contract or arrangement which may after the date of the notice in writing be made with that company or firm; or (ii) he is to be regarded as interested in any
contract or arrangement which may after the date of the notice in writing to the board of directors be made with a specified person who is connected with him, will be deemed
sufficient declaration of interest. Following the disclosure being made pursuant to our fifth amended and restated memorandum and articles of association and subject to any
separate requirement for audit committee approval under applicable law or the listing rules of Nasdaq, and unless disqualified by the chairman of the relevant board meeting, a
director may vote in respect of any contract or arrangement in which such director is interested and may be counted in the quorum at such meeting. However, even if a director
discloses his interest and is therefore permitted to vote, he must still comply with his duty to act bona fide in the best interest of our company.

 
In comparison, under Delaware corporate law, a director of a Delaware corporation has a fiduciary duty to the corporation and its shareholders. This duty has two

components: the duty of care and the duty of loyalty. The duty of care requires that a director act in good faith, with the care that an ordinarily prudent person would exercise
under similar circumstances. Under this duty, a director must inform himself of, and disclose to shareholders, all material information reasonably available regarding a significant
transaction. The duty of loyalty requires that a director act in a manner he or she reasonably believes to be in the best interests of the corporation. He or she must not use his or
her corporate position for personal gain or advantage. This duty prohibits self-dealing by a director and mandates that the best interest of the corporation and its shareholders take
precedence over any interest possessed by a director, officer or controlling shareholder and not shared by the shareholders generally. In general, actions of a director are
presumed to have been made on an informed basis, in good faith and in the honest belief that the action taken was in the best interests of the corporation. However, this
presumption may be rebutted by evidence of a breach of one of the fiduciary duties. Should such evidence be presented concerning a transaction by a director, a director must
prove the procedural fairness of the transaction, and that the transaction was of fair value to the corporation.

 
Shareholder Proposals
 
Under the Delaware General Corporation Law, a shareholder has the right to put any proposal before the annual meeting of shareholders, provided it complies with the notice

provisions in the governing documents. The Delaware General Corporation Law does not provide shareholders an express right to put any proposal before the annual meeting of
shareholders, but in keeping with common law, Delaware corporations generally afford shareholders an opportunity to make proposals and nominations provided that they comply
with the notice provisions in the certificate of incorporation or bylaws. A special meeting may be called by the board of directors or any other person authorized to do so in the
governing documents, but shareholders may be precluded from calling special meetings.

 
There are no statutory requirements under Cayman Islands law allowing our shareholders to requisition a shareholders’ meeting. However, under our fifth amended and

restated articles of association, on the requisition of shareholders representing not less than 30% of the voting rights entitled to vote at general meetings, the board shall convene
an extraordinary general meeting. As an exempted Cayman Islands company, we are not obliged by law to call shareholders’ annual general meetings. Our fifth amended and
restated articles of association provide that we may (but shall not be obliged to) in each calendar year hold a general meeting as our annual general meeting.

 
Cumulative Voting
 
Under the Delaware General Corporation Law, cumulative voting for elections of directors is not permitted unless the corporation’s certificate of incorporation specifically

provides for it. Cumulative voting potentially facilitates the representation of minority shareholders on a board of directors since it permits the minority shareholder to cast all the
votes to which the shareholder is entitled on a single director, which increases the shareholder’s voting power with respect to electing such director. As permitted under Cayman
Islands law, our fifth amended and restated articles of association do not provide for cumulative voting. As a result, our shareholders are not afforded any less protections or
rights on this issue than shareholders of a Delaware corporation.
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Removal of Directors
 
Under the Delaware General Corporation Law, a director of a corporation with a classified board may be removed only for cause with the approval of a majority of the

outstanding shares entitled to vote, unless the certificate of incorporation provides otherwise. Under our fifth amended and restated articles of association, directors may be
removed by an ordinary resolution of shareholders.

 
Transactions with Interested Shareholders
 
The Delaware General Corporation Law contains a business combination statute applicable to Delaware public corporations whereby, unless the corporation has specifically

elected not to be governed by such statute by amendment to its certificate of incorporation or bylaws that is approved by its shareholders, it is prohibited from engaging in certain
business combinations with an "interested shareholder” for three years following the date that such person becomes an interested shareholder. An interested shareholder
generally is a person or a group who or which owns or owned 15% or more of the target’s outstanding voting stock or who or which is an affiliate or associate of the corporation
and owned 15% or more of the corporation’s outstanding voting stock within the past three years. This has the effect of limiting the ability of a potential acquirer to make a two-
tiered bid for the target in which all shareholders would not be treated equally. The statute does not apply if, among other things, prior to the date on which such shareholder



becomes an interested shareholder, the board of directors approves either the business combination or the transaction which resulted in the person becoming an interested
shareholder. This encourages any potential acquirer of a Delaware corporation to negotiate the terms of any acquisition transaction with the target’s board of directors.

 
Cayman Islands law has no comparable statute. As a result, we cannot avail ourselves of the types of protections afforded by the Delaware business combination statute.

However, although Cayman Islands law does not regulate transactions between a company and its significant shareholders, it does provide that such transactions must be entered
into bona fide in the best interests of the company and for a proper corporate purpose and not with the effect of constituting a fraud on the minority shareholders.

 
Dissolution; Winding Up
 
Under the Delaware General Corporation Law, unless the board of directors approves the proposal to dissolve, dissolution must be approved by shareholders holding 100% of

the total voting power of the corporation. Only if the dissolution is initiated by the board of directors may it be approved by a simple majority of the corporation’s outstanding
shares. Delaware law allows a Delaware corporation to include in its certificate of incorporation a supermajority voting requirement in connection with dissolutions initiated by the
board. Under Cayman Islands law, a company may be wound up by either an order of the courts of the Cayman Islands or by a special resolution of its members or, if the company
is unable to pay its debts as they fall due, by an ordinary resolution of its members. The court has authority to order winding up in a number of specified circumstances including
where it is, in the opinion of the court, just and equitable to do so.

 
Under the Companies Act of the Cayman Islands and our fifth amended and restated articles of association, our company may be dissolved, liquidated or wound up by a

special resolution of our shareholders, or by an ordinary resolution on the basis that we are unable to pay our debts as they become due. The court has authority to order winding
up in a number of specified circumstances including where it is, in the opinion of the court, just and equitable to do so.

 
Variation of Rights of Shares
 
Under the Delaware General Corporation Law, a corporation may vary the rights of a class of shares with the approval of a majority of the outstanding shares of such class,

unless the certificate of incorporation provides otherwise. Under Cayman Islands law and our fifth amended and restated articles of association, if our share capital is divided into
more than one class of shares, we may vary the rights attached to any class only with the sanction of a special resolution passed at a separate meeting of the holders of the shares
of that class.

 
Amendment of Governing Documents
 
Under the Delaware General Corporation Law, a corporation’s certificate of incorporation may be amended only if adopted and declared advisable by the board of directors

and approved by a majority of the outstanding shares entitled to vote, and the bylaws may be amended with the approval of a majority of the outstanding shares entitled to vote
and may, if so provided in the certificate of incorporation, also be amended by the board of directors. Under Cayman Islands law, our fifth amended and restated memorandum and
articles of association may only be amended by a special resolution of our shareholders.
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Rights of Non-Resident or Foreign Shareholders
 
There are no limitations imposed by our fifth amended and restated memorandum and articles of association on the rights of non-resident or foreign shareholders to hold or

exercise voting rights on our shares. In addition, there are no provisions in our fifth amended and restated memorandum and articles of association that require our company to
disclose shareholder ownership above any particular ownership threshold.

 
Directors’ Power to Issue Shares
 
Subject to applicable law, our board of directors is empowered to issue or allot shares or grant options and warrants with or without preferred, deferred, qualified or other

special rights or restrictions.
 

C. Material Contracts
 
We have not entered into any material contracts other than in the ordinary course of business and other than those described in "Item 4. Information on the Company,”

elsewhere in this annual report or below.
 

D. Exchange Controls
 
The Cayman Islands currently has no exchange control regulations or currency restrictions. See "Item 4. Information on the Company—B. Business Overview—Regulation—

Regulations Relating to Foreign Exchange.”
 

E. Taxation
 
The following is a general summary of the material Cayman Islands, People’s Republic of China and U.S. federal income tax consequences relevant to an investment in our

ordinary shares. The discussion is not intended to be, nor should it be construed as, legal or tax advice to any particular prospective purchaser. The discussion is based on
laws and relevant interpretations thereof as of the date of this annual report, all of which are subject to change or different interpretations, possibly with retroactive effect. The
discussion does not address U.S. state or local tax laws, or tax laws of jurisdictions other than the Cayman Islands, the People’s Republic of China and the United States. You
should consult your own tax advisors with respect to the consequences of acquisition, ownership and disposition of our ordinary shares.

 
Cayman Islands Taxation
 

The Cayman Islands currently levies no taxes on individuals or corporations based upon profits, income, gains or appreciation and there is no taxation in the nature of
inheritance tax or estate duty. There are no other taxes likely to be material to us levied by the government of the Cayman Islands except for stamp duties which may be applicable
on instruments executed in, or after execution, brought within the jurisdiction of the Cayman Islands. The Cayman Islands is not party to any double tax treaties that are applicable
to any payments made to or by our company. There are no exchange control regulations or currency restrictions in the Cayman Islands.

 
Payments of dividends and capital in respect of the shares will not be subject to taxation in the Cayman Islands and no withholding will be required on the payment of a

dividend or capital to any holder of the Shares, nor will gains derived from the disposal of the shares be subject to Cayman Islands income or corporation tax.
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People’s Republic of China Taxation
 

Under the Enterprise Income Tax Law and the Regulations on the Implementation of the Enterprise Income Tax Law of the People’s Republic of China, enterprises established
outside of China but whose "de facto management body” is located in China are considered "resident enterprises” for PRC tax purposes. Under the applicable implementation



regulations, "de facto management body” is defined as the organizational body that effectively exercises overall management and control over production and business
operations, personnel, finance and accounting, and properties of the enterprise. Substantially all of our management is currently based in China, and may remain in China in the
future. If we are treated as a "resident enterprise” for PRC tax purposes, foreign enterprise holders of our ordinary shares may be subject to a 10% PRC income tax upon dividends
payable by us and on gains realized on their sales or other dispositions of our ordinary shares. See "Item 3. Key Information—D. Risk Factors—Risks Relating to Doing Business
in China—Under the PRC enterprise income tax law, we could be classified as a ‘resident enterprise’ of China. Such classification could result in unfavorable tax consequences to
us and our non-PRC shareholders.” In addition, gains derived by our non-PRC individual shareholders from the sale of our shares may be subject to a 20% PRC withholding tax. It
is unclear whether our non-PRC individual shareholders (including our ADS holders) would be subject to any PRC tax on dividends obtained by such non-PRC individual
shareholders in the event we are determined to be a PRC resident enterprise. If any PRC tax were to apply to dividends realized by non-PRC individuals, it would generally apply at
a rate of 20% unless a reduced rate is available under an applicable tax treaty. However, it is unclear either whether our non-PRC shareholders would be able to claim the benefits of
any tax treaties between their country of tax residence and the PRC in the event that we are treated as a PRC resident enterprise.

 
Material United States Federal Income Tax Considerations
 

The following summary describes the material U.S. federal income tax consequences generally applicable to U.S. Holders (as defined below) of the ownership of our ordinary
shares as of the date hereof. Except where noted, this summary deals only with ordinary shares held as capital assets for U.S. federal income tax purposes. As used herein, the term
"United States Holder” or "U.S. Holders” means a beneficial owner of our ordinary share or ADS that is for United States federal income tax purposes:

 
 ● an individual citizen or resident of the United States;
   
 ● a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created or organized in or under the laws of the United States, any state thereof

or the District of Columbia;
   
 ● an estate the income of which is subject to United States federal income taxation regardless of its source; or
   
 ● a trust if it (1) is subject to the primary supervision of a court within the United States and one or more United States persons have the authority to control all substantial

decisions of the trust or (2) has a valid election in effect under applicable United States Treasury regulations to be treated as a United States person.
 
This summary does not represent a detailed description of all of the U.S. federal income tax consequences, including those that may be applicable to U.S. Holders if you are

subject to special treatment under the United States federal income tax laws, such as:
 

 ● a broker-dealer in securities or currencies;
   
 ● a bank or other financial institution;
   
 ● a regulated investment company;
   
 ● a real estate investment trust;
   
 ● an insurance company;
   
 ● a pension plan;
   
 ● a cooperative;
   
 ● a tax-exempt organization (including a private foundation);
   
 ● Certain former U.S. citizens or long-term residents;
   
 ● a person holding our ordinary shares as part of a hedging, integrated or conversion transaction, a constructive or wash sale or a straddle;
   
 ● a dealer or trader in securities that use the mark-to-market method of accounting;
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 ● a person who owns or is deemed to own 10% or more of our stock (by voter or value);
   
 ● a partnership or other pass-through entity for U.S. federal income tax purposes (or an investor therein);
   
 ● a person whose "functional currency” for U.S. federal income tax purposes is not the United States dollar;
   
 ● a person who acquires our ordinary shares through the exercise of an employee share option or otherwise as compensation; or
   
 ● persons holding our ordinary shares in connection with a trade or business, permanent establishment, or fixed place of business outside the United States.

 
In addition, this discussion does not address any state, local, estate, gift, alternative minimum or non-United States tax considerations, special accounting rules under Section

451(b) of the Code or the Medicare contribution tax on net investment income. Each U.S. Holder is urged to consult its tax advisor regarding the U.S. federal, state, local and non-
United States income and other tax considerations of an investment in our ordinary shares.

 
The discussion below is based upon the provisions of the Code, final, temporary and proposed Treasury regulations promulgated thereunder, rulings, administrative

pronouncements and judicial decisions as of the date hereof. Such authorities may be interpreted differently, replaced, revoked or modified, possibly with retroactive effect, so as
to result in U.S. federal income tax consequences different from those discussed below. No ruling has been sought from the Internal Revenue Service, or the IRS, with respect to
any U.S. federal income tax consequences described below, and there can be no assurance that the IRS or a court will not take a contrary position. In addition, this summary is
based, in part, upon representations made by the depositary to us and assumes that the deposit agreement, and all other related agreements, will be performed in accordance with
their terms.

 
If a partnership (or other entity treated as a partnership for U.S. federal income tax purposes) holds our ordinary shares, the tax treatment of a partner in the partnership will

generally depend upon the status of the partner and the activities of the partnership. Such partnership or their partners should consult their tax advisors regarding an investment in
our ordinary shares.

 
This summary does not contain a detailed description of all the United States federal income tax consequences that may be applicable to you in light of your particular
circumstances and, except as set forth below with respect to PRC tax considerations, does not address the effects of any state, local or non-United States tax laws. If you are
considering the purchase, ownership or disposition of our ordinary shares, you should consult your own tax advisors concerning the United States federal income tax



consequences to you in light of your particular situation as well as any consequences arising under the laws of any other taxing jurisdiction.
 
Taxation of Dividends and Other Distributions on our ordinary shares
 

Subject to the discussion under "—Passive Foreign Investment Company” below, the gross amount of any distributions on our ordinary shares (including any amounts
withheld to reflect PRC withholding taxes) will be taxable as dividends, to the extent paid out of our current or accumulated earnings and profits, as determined under United States
federal income tax principles. Such income (including withheld taxes) will be includable in a U.S Holder’s gross income as ordinary income on the day actually or constructively
received by the U.S Holder, in the case of the ordinary shares. Such dividends will not be eligible for the dividends received-deduction allowed to corporations under the Code.

 
Dividends paid to certain non-corporate United States Holders may be taxable at preferential rates applicable to long-term capital gain if we are treated as a "qualified foreign

corporation,” provided certain holding period requirements are met (as discussed below).A foreign corporation is treated as a qualified foreign corporation with respect to
dividends received from that corporation on ordinary shares that are readily tradable on an established securities market in the United States. Our ordinary shares are listed on the
Nasdaq Capital Market, and thus, pursuant to the United States Treasury Department guidance, our ordinary shares are treated as readily tradable on an established securities
market in the United States. Thus, we believe that dividends we pay on our ordinary shares will meet the conditions required for the reduced tax rate.
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A qualified foreign corporation also includes a foreign corporation that is eligible for the benefits of certain income tax treaties with the United States. In the event that we are
deemed to be a PRC resident enterprise under the PRC tax law, we believe that we would be eligible for the benefits of the income tax treaty between the United States and the PRC
(including any protocol thereunder), or the Treaty, and if we are eligible for such benefits, dividends we pay on our ordinary shares, regardless of whether such shares are readily
tradable on an established securities market in the United States, would be eligible for the reduced tax rates. For a discussion regarding whether we may be classified as a PRC
resident enterprise, see "Item 10. Additional Information—E. Taxation—People’s Republic of China Taxation.”

 
Even if dividends we pay on our ordinary shares would be treated as paid by a qualified foreign corporation, non-corporate U.S. Holders will not be eligible for the reduced tax

rates if they do not hold our ordinary shares for more than 60 days during the 121-day period beginning 60 days before the ex-dividend date or to the extent that such U.S. Holders
elect to treat the dividend income as "investment income” under the Code. In addition, the tax rate reduction will not apply if the recipient of a dividend is obligated to make related
payments with respect to positions in substantially similar or related property. This disallowance applies even if the minimum holding period has been met. The U.S Holders should
consult their tax advisors regarding the application of these rules in their particular circumstances.

 
Non-corporate U.S. Holders will not be eligible for the reduced tax rate on any dividends received from us if we are a PFIC for the taxable year in which such dividends are paid

or for the preceding taxable year.
 
In the event that we are deemed to be a PRC resident enterprise under the PRC tax law, a U.S. Holder may be subject to PRC withholding taxes on dividends paid to the U.S.

Holder with respect to our ordinary shares. See "Item 10. Additional Information—E. Taxation—People’s Republic of China Taxation.” In that case, PRC withholding taxes on
dividends (limited, in the case of a U.S. holder who qualifies for the benefits of the Treaty, to the extent not exceeding the applicable dividend withholding rate under the Treaty)
generally will be treated as foreign taxes eligible for credit against the U.S. Holder’s United States federal income tax liability. For purposes of calculating the foreign tax credit,
dividends paid on the ordinary shares will be treated as foreign-source income and generally will constitute passive category income. The rules governing the foreign tax credit are
complex. U.S. Holders are urged to consult their tax advisors regarding the availability of the foreign tax credit under their particular circumstances.

 
To the extent that the amount of any distribution exceeds our current and accumulated earnings and profits for a taxable year, as determined under United States federal

income tax principles, the distribution will first be treated as a tax-free return of capital, causing a reduction in the adjusted basis of the ordinary shares (thereby increasing the
amount of gain, or decreasing the amount of loss, to be recognized by a U.S. Holder on a subsequent disposition of the ordinary shares), and the balance in excess of adjusted
basis will be taxed as capital gain recognized on a sale or exchange. However, we do not expect to calculate our earnings and profits in accordance with United States federal
income tax principles. Therefore, U.S. Holders should expect that a distribution generally will be treated as a dividend (as discussed above).

 
Passive Foreign Investment Company
 

If we are a PFIC for any taxable year during which a U.S. Holder holds our ordinary shares, the U.S. Holder will generally be subject to the special tax rules discussed below,
regardless of whether we remain a PFIC, except if the U.S. Holder makes a timely mark-to-market election discussed below.

 
These special tax rules generally apply to any "excess distribution” (generally any distribution paid during a taxable year to a U.S. Holder which is greater than 125% of the

average annual distributions paid in the three preceding taxable years or, if shorter, the U.S. Holder’s holding period for the ordinary shares) we make to the U.S. Holder and any
gain realized from a sale or other disposition of our ordinary shares. Distributions received in a taxable year that are greater than 125% of the average annual distributions received
during the shorter of the three preceding taxable years or your holding period for the ordinary shares will be treated as excess distributions. Under these special tax rules:

 
 ● the excess distribution or gain will be allocated ratably over the U.S Holder’s holding period for the ordinary shares,
   
 ● the amount allocated to the current taxable year, and any taxable year prior to the first taxable year in which we were a PFIC with respect to the U.S. Holder (each, a "pre-

PFIC year”), will be treated as ordinary income, and
   
 ● the amount allocated to each prior taxable year, other than a pre-PFIC year, will be subject to tax at the highest tax rate in effect for individuals or corporations, as

appropriate, for that taxable year; and.
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● the interest charge generally applicable to underpayments of tax will be imposed on the resulting tax attributable to each prior taxable year, other than a pre-PFIC year.
 
If we are a PFIC for any taxable year during which a U.S. Holder holds our ordinary shares and any of our non-United States subsidiaries, including our VIEs, is also a PFIC,

the U.S. Holder would be treated as owning a proportionate amount (by value) of the shares of the lower-tier PFIC for purposes of the application of these rules. U.S. Holders are
urged to consult their tax advisors regarding the application of the PFIC rules to any of our subsidiaries, including our VIEs

 
As an alternative to the excess distribution rules discussed above, a U.S. Holder of "marketable stock” in a PFIC may make a mark-to-market election with respect to such

stock. "Marketable stock” is generally stock that is regularly traded on a qualified exchange.
 
If the U.S. Holder makes an effective mark-to-market election, which is generally effective for the taxable year for which the election is made and all subsequent taxable years,

the U.S. Holder will generally (i) include as ordinary income for each taxable year that we are a PFIC the excess, if any, of the fair market value of the ordinary shares held at the end
of the taxable year over the adjusted tax basis in the ordinary shares, and (ii) deduct as an ordinary loss in each such taxable year the excess, if any, of the adjusted tax basis in the
ordinary shares over their fair market value at the end of the taxable year, but only to the extent of the net amount previously included in income as a result of the mark-to-market
election. The U.S. Holder’s adjusted tax basis in the ordinary shares would be adjusted to reflect any income or loss resulting from the mark-to-market election. Any gain the U.S.
Holder recognizes upon the sale or other disposition of its ordinary shares in a year when we are a PFIC will be treated as ordinary income and any loss will be treated as ordinary



loss, but only to the extent of the net amount previously included in income as a result of the mark-to-market election. If we cease to be a PFIC, the U.S. Holder will not be required
to take into account the gain or loss described above during any period that we are not a PFIC. Because a mark-to-market election cannot technically be made for any lower-tier
PFICs that we may own, a U.S. Holder may continue to be subject to the PFIC rules with respect to such U.S. Holder’s indirect interest in any investments held by us that are
treated as an equity interest in a PFIC for U.S. federal income tax purposes. U.S. Holders are urged to consult their tax advisors about the availability of the mark-to-market election,
and whether making the election would be advisable in their particular circumstances.

 
Instead of making a mark-to-market election, a U.S. investor in a PFIC may generally mitigate the adverse consequences of the excess distribution rules described above by

electing to treat the PFIC as a "qualified electing fund” under the Code. However, we do not intend to provide the information necessary for U.S. Holders to make such an election.
 
We expect to file annual reports on Form 20-F with the U.S. Securities and Exchange Commission in which we will indicate whether we believe we were a PFIC for the relevant

taxable year. We do not intend to make any other annual determination or otherwise notify U.S. Holders regarding our status as a PFIC for any taxable year. U.S. Holders are urged
to consult their tax advisors regarding the U.S. federal income tax consequences of holding our ordinary shares if we are a PFIC in any taxable year.

 
If a U.S. Holder owns (or is deemed to own) our ordinary shares during any taxable year that we are a PFIC, the U.S. Holder must generally file an annual IRS Form 8621 or
such other form as is required by the United States Treasury Department with respect to us. Taxation of Capital Gains
 

For U.S. federal income tax purposes, a U.S. Holder will generally recognize gain or loss on any sale or exchange of our ordinary shares in an amount equal to the difference
between the amount realized for the ordinary shares and the U.S. Holder’s adjusted tax basis in the ordinary shares. Subject to the discussion under "—Passive Foreign
Investment Company” above, such gain or loss will generally be capital gain or loss. Any capital gain or loss will be long-term if the ordinary shares have been held for more than
one year. The deductibility of capital losses may be subject to limitations.

 
Any such gain or loss the U.S. Holder recognizes will generally be treated as United States source income or loss for foreign tax credit limitation purposes, which will generally

limit the availability of foreign tax credits. However, if we are treated as a PRC resident enterprise for PRC tax purposes and PRC tax were imposed on any gain, and if the U.S.
Holder is eligible for the benefits of the Treaty, the U.S. Holder may elect to treat such gain as PRC source gain under the Treaty and, accordingly, the U.S. Holder may be able to
credit the PRC tax against the U.S. Holder’s United States federal income tax liability. If the U.S. Holder is not eligible for the benefits of the Treaty or fails to make the election to
treat any gain as PRC source, then the U.S. Holder generally would not be able to use the foreign tax credit arising from any PRC tax imposed on the disposition of our ordinary
shares unless such credit can be applied (subject to applicable limitations) against tax due on other income treated as derived from foreign sources. The U.S. Holder will be eligible
for the benefits of the Treaty if, for purposes of the Treaty, the U.S. Holder is a resident of the United States, and the U.S. Holder meets other factual requirements specified in the
Treaty. Because qualification for the benefits of the Treaty is a fact-intensive inquiry which depends upon the particular circumstances of each investor, U.S. Holders are
specifically urged to consult their tax advisors regarding their eligibility for the benefits of the Treaty and the availability of the foreign tax credit and the election to treat any gain
as PRC source under their particular circumstances.
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Information Reporting and Backup Withholding
 

Payments of dividends and sales proceeds that are made within the United States or through certain U.S.-related financial intermediaries generally are subject to information
reporting, and may be subject to backup withholding, unless (i) the U.S. Holder is a corporation or other exempt recipient or (ii) in the case of backup withholding, the U.S. Holder
provides a correct taxpayer identification number and certifies that it is not subject to backup withholding.

 
Backup withholding is not an additional tax. The amount of any backup withholding from a payment to a U.S. Holder will be allowed as a credit against the U.S. holder’s U.S.

federal income tax liability and may entitle it to a refund, provided that the required information is timely furnished to the IRS.
 

Foreign Asset Reporting
 

Certain U.S. Holders who are individuals (and under proposed regulations, certain entities) may be required to report information relating to an interest in our ordinary shares,
subject to certain exceptions (including an exception for shares held in accounts maintained by U.S. financial institutions) on IRS Form 8938. U.S. Holders are urged to consult their
tax advisors regarding their information reporting obligations, if any, with respect to their ownership and disposition of our ordinary shares.

 
F. Dividends and Paying Agents
 

Not applicable.
 

G. Statement by Experts
 

Not applicable.
 

H. Documents on Display
 

We are subject to periodic reporting and other informational requirements of the Exchange Act as applicable to foreign private issuers. Accordingly, we are required to file
reports, including annual reports on Form 20-F, and other information with the SEC. As a foreign private issuer, we are exempt from the rules of the Exchange Act prescribing the
furnishing and content of proxy statements to shareholders, and our executive officers, directors and principal shareholders are not subject to the insider short-swing profit
disclosure and recovery provisions of Section 16 of the Exchange Act.

 
All information that we have filed with the SEC can be accessed through the SEC’s website at www.sec.gov. This information can also be inspected and copied at the public

reference facilities maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You can request copies of these documents, upon payment of a duplicating fee, by writing
to the SEC. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the public reference rooms.

 
In accordance with Nasdaq Stock Market Rule 5250(d), we will post this annual report on Form 20-F on our website at https://mercurityfintech.com/annual-reports/. In addition,

we will provide hard copies of our annual report free of charge to shareholders upon request.
 

I. Subsidiary Information
 

For a list of our subsidiaries, see "Item 4. Information on the Company—C. Organizational Structure.”
 

J. Annual Report to Security Holders
 

Not applicable.
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 

Financial instruments that expose us to concentrations of credit risk primarily consist of cash and short-term investment. The maximum amount of loss due to credit risk in the
event of other parties failing to perform their obligations is represented by the carrying amount of each financial asset as stated in our consolidated balance sheets.

 
We are exposed to various types of market risks, including changes in foreign exchange rates, service prices and inflation in the normal course of business.

 
Market price risk of digital assets
 

The price of Filecoin has experienced significant fluctuations over its existence and may continue to fluctuate significantly in the future. The price of Filecoin has likewise
experienced significant fluctuation over its existence since we started the Filecoin mining business in December 2022.
 

We expect our results of operations to continue to be affected by the Filecoin price as most of our revenue is from Filecoin mining production as of the date of this report.
Any future significant reductions in the price of Filecoin will likely have a material and adverse effect on our results of operations and financial condition. We cannot assure you
that the Filecoin price will remain high enough to sustain our operation or that the Filecoin price will not decline significantly in the future. Furthermore, Filecoin price can have an
immediate impact on the trading price of our Ordinary Shares even before our financial performance is affected, if at all. Various factors, mostly beyond our control, could impact
the Filecoin price.

 
Foreign Exchange Risk
 

Our contractual agreements are primarily denominated in U.S. dollars, which serves as our functional currency for financial reporting. However, we incur certain operational
expenses in the local currencies of the jurisdictions in which we operate, including Hong Kong and the PRC. Consequently, fluctuations in foreign currency exchange rates may
impact our financial performance. Historically, foreign currency transaction gains and losses have not been material to our financial statements.

 
Interest Rate Risk
 

We are subject to risks resulting from fluctuations in interest rates on our bank balances. To the extent that we may need to raise debt financing in the future, upward
fluctuations in interest rates would increase the cost of new debt. We do not currently use any derivative instruments to manage our interest rate risk.

 
Inflation risk
 

Inflationary factors such as increases in the cost of our services and overhead costs may adversely affect our operating results. A high rate of inflation may have an adverse
effect on our ability to maintain current levels of gross margin and selling, general and administrative expenses as a percentage of net revenues if the selling prices of our services
do not increase proportionately with these increased costs.

 
ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES
 
A. Debt Securities
 

Not applicable.
 

B. Warrants and Rights
 

Not applicable.
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C. Other Securities
 

Not applicable.
 

D. American Depositary Shares
 

Not applicable.
 

PART II
 

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
 

None.
 

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEEDS
 

Not applicable.
 

ITEM 15. CONTROLS AND PROCEDURES
 
Evaluation of Disclosure Controls and Procedures
 

We maintain disclosure controls and procedures designed to provide reasonable assurance that the information required to be disclosed by us in the reports that we file and
furnish under the Exchange Act is recorded, processed, summarized and reported, within the time period specified in the SEC’s rules and forms, and that the information required to
be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our chief executive officer and
chief financial officer, to allow timely decisions regarding required disclosure.

 
Our management, with the participation of our chief executive officer and chief financial officer, has performed an evaluation of the effectiveness of our disclosure and

procedures (as defined in Rule 13a 1I) under the Exchange Act) as of the end of the period covered by this report, as required by Rule 13a 15(b) under the Exchange Act. Based
upon that evaluation, our management has concluded that, as of December 31, 2023, our disclosure controls and procedures were not effective, due to the material weakness
identified by us, which is described below under "Management’s Annual Report on Internal Control over Financial Reporting.”

 
Management’s Annual Report on Internal Control over Financial Reporting
 



Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 13a-15(f) and 15d-15(f) of the Exchange
Act. Our internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with U.S. GAAP and includes those policies and procedures that (1) pertain to the maintenance of records that in reasonable detail
accurately and fairly reflect our transactions; (2) provide reasonable assurance that our transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles and that our receipts and expenditures are being made only in accordance with appropriate authorizations; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could have a material effect on our
financial statements.

 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. In addition, projections of any evaluation of effectiveness

of our internal control over financial reporting to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies and procedures may deteriorate.
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Under the supervision of and with the participation of our management, we assessed the effectiveness of our internal control over financial reporting as of December 31, 2023,
using the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control-Integrated Framework (2013). As part of our
assessment of the effectiveness of our internal control over financial reporting as of December 31, 2023, management identified the following material weakness:

 
● The Company did not adequately design and implement effective controls to ensure a high security of the Company’s hardware cold wallets for cryptocurrency assets.
 
● The Company did not adequately design and implement controls over the assessment of the appropriateness of its accounting policies regarding certain cryptocurrency

transactions.
 
● The Company did not develop a detailed cryptocurrency investment strategy, which had resulted in a lack of specific operational standards for many internal controls

related to crypto assets.
 
● The current scale of the Company’s business is relatively small, and the new businesses are still in the early stages. Certain team members of the Company are responsible

for multiple functions, including accounting, business development and operations. Some of the holding company’s officers and employees also hold various positions at some of
the Company’s subsidiaries.

 
● The Company’s financial management function is yet to be improved in various aspects, including but not limited to that: a) our supervision and approval procedures in

financial accounting and financial statement disclosure are not rigorous enough, b) we lack a comprehensive and effective internal audit system, and c) we do not have sufficient
number of skilled financial and accounting personnel and have yet to provide periodic professional and business training to our current financial personnel.

 
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility that a material

misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis.
 
This material weakness did not result in any identified material misstatements to the financial statements, but resulted in revision of previously issued financial statements.

Based on this material weaknesses, management concluded that at December 31, 2023, internal control over financial reporting was not effective.
 

Remediation
 

Our Board of Directors, Audit Committee and management take internal control over financial reporting and the integrity of our financial statements seriously.
 
Our management is responsible for its assessment of the effectiveness of internal controls over financial reporting and is committed to improving its controls related to the

material weaknesses described above, such that these controls are designed, implemented, and operating effectively.
 
Following the identification of this material weakness described above, our management commenced implementation of a remediation plan. The remediation plan includes the

following steps to improve our internal control over financial reporting:
 
● We are engaging a third-party specialist to assist our management to assess the appropriateness of its accounting policies regarding certain key business transactions to

address significant risks.
 
● We are taking some improvements to strengthen our internal control over the asset management.
 
● We are providing additional appropriate U.S. GAAP accounting and financial reporting training for financial reporting and accounting personnel, especially training related

to accounting policies and accounting estimates applicable to cryptocurrency business.
 
● We will further promote the independence of each business entity and function to improve the internal control system of the Group’s business structure. With the

development of our business, we will continuously improve the organizational structure, enhance the functions of various departments, expand the workforce, and on this basis,
improve the various internal control systems and processes of the Company.
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● We will add an accounting manager in 2024, responsible for supervising accounting work, reviewing financial accounting content, and specifically responsible for preparing
the Company’s financial statements, as well as assisting the CFO in the disclosure of financial reports. With the continuous expansion of the Company’s future business scale, we
may recruit more financial personnel to meet more accounting and financial management needs.

 
● As the Company’s business develops, we will fill the role of the internal audit manager. The internal audit manager will be responsible for regularly evaluating the integrity of

the Company’s internal controls, supervising the effective implementation of internal control systems, and reporting directly to the Audit Committee.
 
While we intend to fully address the material weakness and significant deficiency in our internal control over financial reporting by the end of 2024, the foregoing remediation

measures may not be sufficient and we may need to implement additional measures and enhance their implementation. We are not able to estimate with reasonable certainty the
costs that we will need to incur to implement these and other measures designed to improve our internal control over financial reporting. The process of designing and
implementing an effective financial reporting system is a continuous effort that requires us to anticipate and react to changes in our business and the economic and regulatory
environments and to expend significant resources to maintain a financial reporting system that is adequate to satisfy our reporting obligations. See "Item 3. Key Information—D.
Risk Factors — Risks Relating to Our Business and Industry — We have failed to maintain an effective system of internal control over financial reporting, we may be unable to
accurately report our financial results or prevent fraud, and investor confidence and the market price of our shares may be adversely impacted.”

 
Attestation Report of the Registered Public Accounting Firm
 



This annual report does not include an attestation report of our registered public accounting firm regarding internal control over financial reporting, because we are neither a
"large accelerated filer” nor an "accelerated filer” as such terms are defined in Rule 12b-2 under the Exchange Act.

 
Changes in Internal Control over Financial Reporting
 

We have established our U.S. subsidiary Mercurity Fintech Technology Holding Inc. as one of our main business entities. Our business and management have undergone
significant changes and are distributed in different regions such as New York, Hong Kong, and Shenzhen. We have designed and implemented new internal control processes and
systems based on changes in the Company’s business and personnel. Except for the material weakness identified as of December 31, 2023, the remedial measures and except for the
changes described above, there have been no other changes in our internal control over financial reporting (as defined in Rules 13a-15(f) or 15d-15(f) of the Exchange Act) that
occurred during the period covered by this annual report on Form 20-F that have materially affected, or are reasonably likely to materially affect, the Company’s internal control
over financial reporting.

 
ITEM 16. [Reserved]
 
ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT
 

Our board of directors has determined that Hui Cheng, chairman of our audit committee, meets the criteria of an audit committee financial expert as set forth under the
applicable rules of the SEC and meets the criteria for independence set forth in Rule 10A-3 under the Exchange Act.

 
ITEM 16B. CODE OF ETHICS
 

Our board of directors has adopted a code of business conduct and ethics which is applicable to our directors, officers and employees. We have filed our revised code of
business conduct and ethics as an exhibit to this annual report.
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ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES
 

The following table sets forth the aggregate fees by categories specified below in connection with certain professional services rendered by our principal external accounting
firms.
 
  For the year Ended December 31,  
  2023   2022   2021  
          
Audit Fees   167,500   269,500   127,200 
Audit-Related Fees   42,000   30,000   36,000 
All Other Fees   18,600   —   20,000 
Total  $ 228,100  $ 299,500  $ 183,200 
 

Audit Fees —This category includes the audit of our annual financial statements and services that are normally provided by the independent auditors in connection with
engagements for those fiscal years.

 
Audit-Related Fees — This category consists of assurance and related services by the independent auditors that are reasonably related to the performance of the audit or

review of our financial statements and are not reported above under "Audit Fees”.
 
All Other Fees — This category consists of fees for other miscellaneous items.
 
The policy of our audit committee is to pre-approve all auditing and non-auditing services permitted to be performed by our independent registered public accounting firm.
 

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES
 

Not applicable.
 

ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS
 

None.
 

ITEM 16F. CHANGE IN REGISTRANT’S CERTIFYING ACCOUNTANT
 

On January 27, 2023, we dismissed Shanghai Perfect C.P.A. Partnership as our independent registered public accounting firm. Effective from January 27, 2023, we appointed
Onestop Assurance PAC, or Onestop, as our new independent registered public accounting firm. The change of our independent registered public accounting firm was previously
filed and reported in our Annual Report on Form 20-F filed with the Securities and Exchange Commission on April 25, 2023.

 
ITEM 16G. CORPORATE GOVERNANCE

 
We are incorporated in the Cayman Islands and our corporate governance practices are governed by applicable Cayman Islands law. In addition, because our ordinary shares

are listed on The Nasdaq Capital Market, we are subject to Nasdaq’s corporate governance requirements. Nasdaq Stock Market Rule 5615(a)(3) permits a foreign private issuer like
us to follow home country practices in lieu of certain requirements of Rule 5600, provided that such foreign private issuer discloses in its annual report filed with the SEC each
requirement of Rule 5600 that it does not follow and describes the home country practice followed in lieu of such requirement.

 
Nasdaq Marketplace Rule 5615(a)(3) permits a foreign private issuer like us to follow home country practices in lieu of certain requirements of Rule 5600, provided that such

foreign private issuer discloses in its annual report filed with the SEC each requirement of Rule 5600 that it does not follow and describes the home country practice followed in lieu
of such requirement.
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We have informed Nasdaq that we will follow home country practice in place of all of the requirements of Rule 5600 other than those rules which we are required to follow
pursuant to the provisions of Rule 5615(a)(3).

 
● Rule 5605(b), pursuant to which (i) a majority of the board of directors must be comprised of Independent Directors, and (ii) the Independent Directors must have regularly



scheduled meetings at which only Independent Directors are present.
 
● Rule 5605(c) (other than those parts as to which the home country exemption is not applicable), pursuant to which each company must have, and certify that it has and

will continue to have, an audit committee of at least three members, each of whom must meet criteria set forth in Rule 5605(c)(2) (A).
 
● Rule 5605(d), pursuant to which each company must (i) certify that it has adopted a formal written compensation committee charter and that the compensation committee

will review and reassess the adequacy of the formal written charter on an annual basis, and (ii) have a compensation committee of at least two members, each of whom
must be an Independent Director.

 
● Rule 5605(e), pursuant to which director nominees must be selected, or recommended for the Board’s selection, either by Independent Directors constituting a majority of

the Board’s Independent Directors in a vote in which only Independent Directors participate, or a nominations committee comprised solely of Independent Directors.
 
● Rule 5610, pursuant to which each company shall adopt a code of conduct applicable to all directors, officers and employees.
 
● Rule 5620(a), pursuant to which each company listing common stock or voting preferred stock, or their equivalents, shall hold an annual meeting of shareholders no later

than one year after the end of the issuer’s fiscal year-end.
 
● Rule 5620(b), pursuant to which each company shall solicit proxies and provide proxy statements for all meetings of shareholders and shall provide copies of such proxy

solicitation to Nasdaq.
 
 
● Rule 5620(c), pursuant to which each company that is not a limited partnership shall provide for a quorum as specified in its by-laws for any meeting of the holders of

common stock; provided, however, that in no case shall such quorum be less than 331/3% of the outstanding shares of the company’s common voting stock.
 
● Rule 5630, pursuant to which each company that is not a limited partnership shall conduct an appropriate review and oversight of all related party transactions for

potential conflict of interest situations on an ongoing basis by the company’s audit committee or another independent body of the board of directors.
 
● Rule 5635(a), pursuant to which shareholder approval is required in certain circumstances prior to an issuance of securities in connection with the acquisition of the stock

or assets of another company.
 
● Rule 5635(b), pursuant to which shareholder approval is required prior to the issuance of securities when the issuance or potential issuance will result in a change of

control of the company.
 
● Rule 5635(c), pursuant to which shareholder approval is required prior to the issuance of securities when a stock option or purchase plan is to be established or materially

amended or other equity compensation arrangement made or materially amended, pursuant to which stock may be acquired by officers, directors, employees, or
consultants, subject to certain exceptions.

 
● Rule 5635(d), pursuant to which shareholder approval is required prior to the issuance of securities in connection with a transaction other than a public offering involving:

 
● the sale, issuance or potential issuance by the company of common stock (or securities convertible into or exercisable for common stock) at a price less than the

greater of book or market value which together with sales by officers, directors or Substantial Shareholders of the company equals 20% or more of common stock or
20% or more of the voting power outstanding before the issuance; or
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● the sale, issuance or potential issuance by the company of common stock (or securities convertible into or exercisable common stock) equal to 20% or more of the
common stock or 20% or more of the voting power outstanding before the issuance for less than the greater of book or market value of the stock.

 
ITEM 16H. MINE SAFETY DISCLOSURE

 
Not applicable.

 
ITEM 16I. DISCLOSURE REGARDING FOREIGN JURISDICTIONS THAT PREVENT INSPECTIONS

 
In July 2022, we were conclusively listed by the SEC as an SEC-Identified Issuer under the Holding Foreign Companies Accountable Act following the filing of our annual

report on Form 20-F for the fiscal year ended December 31, 2021. Our auditor Shanghai Perfect C.P.A. Partnership, a registered public accounting firm that the PCAOB was unable
to inspect or investigate completely in 2021, issued the audit report for us for the fiscal year ended December 31, 2021.

 
As of the date of this annual report and to the best of our knowledge, we note that:

 
 1. On December 15, 2022, the PCAOB issued a report that vacated its December 16, 2021 determination and removed the mainland of China and Hong Kong from the list

of jurisdictions where it is unable to inspect or investigate completely registered public accounting firms. In addition, on January 27, 2023, we dismissed Shanghai
Perfect C.P.A. Partnership as our independent registered public accounting firm. Effective from January 27, 2023, we appointed Onestop Assurance PAC, or Onestop,
as our new independent registered public accounting firm. Onestop is an independent public accounting firm headquartered in Singapore and registered with the
PCAOB and is subject to U.S. laws pursuant to which the PCAOB conducts regular inspections to assess its compliance with the applicable professional standards.
Our auditor Onestop is subject to inspection by the PCAOB, the most recent inspection was in 2023. For these reasons, we do not expect to be identified as an SEC-
Identified Issuer under the Holding Foreign Companies Accountable Act for future filings of our annual report on Form 20-F.

   
 2. No governmental entities in the PRC, the Cayman Islands, the British Virgin Islands, Hong Kong, Singapore or the United States owns any shares of our Company or

any of our operating entities;
   
 3. No governmental entities in China (i.e., the applicable foreign jurisdiction with respect to Shanghai Perfect C.P.A. Partnership, our auditor for the financial years

ended December 31, 2019, 2020 and 2021) has a controlling financial interest in our Company or any of our operating entities; and
   
 4. None of the members of the board of directors of our Company or our operating entities is an official of the Chinese Communist Party.
 

In addition, as of the date of this annual report, none of the currently effective memorandum and articles of association of our Company or any of our operating entities
contains any wording from any charter of the Chinese Communist Party. See Exhibit 99.1 with regards to the certification by our chief executive officer on matters relating to Item
16I(a) of Form 20-F.
 
ITEM 16J. INSIDER TRADING POLICIES

 



We have adopted an insider trading policy and procedures governing the purchase, sale, and other dispositions of the Company’s securities by insiders that are designed to
promote compliance with applicable insider trading laws, rules and regulations. Please refer to Exhibit 11.2 of this Annual Report.
 
ITEM 16K. CYBERSECURITY

 
We understand the critical necessity of establishing robust cybersecurity measures to protect our information systems and ensure the confidentiality, integrity, and

availability of our data. Our company has put in place policies and procedures to assess, identify, and manage cybersecurity risks effectively. We regularly evaluate potential
threats to our information systems and conduct both scheduled and spontaneous assessments to identify vulnerabilities. Based on these assessments, we determine the need to
enhance or adjust our safeguards to mitigate risks and address any existing gaps. The responsibility for overseeing this risk assessment and mitigation process lies with our IT
leadership, who reports directly to our CEO.

 
To ensure the effectiveness of our safeguards, we continuously monitor and test them, while also providing training to our employees in collaboration with HR, IT, and

management, fostering a company-wide culture of cybersecurity risk management. During the financial year ended December 31, 2023, we did not encounter any risks from
cybersecurity threats, including as a result of any previous cybersecurity incidents, that have materially affected or are reasonably likely to materially affect the Company,
including our business strategy, results of operations, or financial condition.

 
Our board of directors holds the responsibility for monitoring and evaluating strategic risk exposure, including cybersecurity risks. They oversee this function both

collectively and through the audit committee. Additionally, our executive management team regularly updates the Audit Committee on cybersecurity risks, with at least an annual
frequency. Our cybersecurity coordinator, working closely with the IT team, assesses and manages cybersecurity risks, reporting directly to the CEO. This ensures that senior
management remains well-informed about our cybersecurity posture and any potential risks facing the company.
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PART III
 

ITEM 17. FINANCIAL STATEMENTS
 

We have elected to provide financial statements pursuant to Item 18.
 

ITEM 18. FINANCIAL STATEMENTS
 

Our audited consolidated financial statements are included at the end of this annual report.
 

ITEM 19. EXHIBITS.
 
 1.1* Fifth Amended and Restated Memorandum and Articles of Association of the Registrant
 2.1 Description of Securities (incorporated by reference to exhibit 2.3 of our annual report on Form 20-F filed with the SEC on June 12, 2020)

 2.2 Specimen Certificate for Ordinary Shares (incorporated by reference to exhibit 4.2 to our F-1 registration statement (File No. 333-201413) initially filed with the SEC
on January 9, 2015)

 4.1 Amended and Restated 2011 Share Incentive Plan (incorporated by reference to exhibit 10.1 to our S- 8 registration statement (File No. 333-206466) filed with the
SEC on August 19, 2015)

 4.2 2020 Share Incentive Plan (incorporated by reference to Exhibit 4.2 of the annual report on Form 20-F filed with the SEC on June 15, 2022)

 4.3 2021 Share Incentive Plan (incorporated by reference to exhibit 10.1 to our S- 8 registration statement (File No. 333-259774) filed with the SEC on September 24,
2021)

 4.4 2022 Share Incentive Plan (incorporated by reference to exhibit 4.4 of our annual report on Form 20-F filed with the SEC on April 25, 2023)

 4.5 Share Purchase Agreement, dated as of September 2, 2021, by and between the Registrant and TEAO TECHNOLOGY CO., LIMITED, GUANRUI TECHNOLOGY
CO., LIMITED and Xuan Ying Co., Ltd (incorporated by reference to Exhibit 4.7 of the annual report on Form 20-F filed with the SEC on June 15, 2022)

 4.6 Share Purchase Agreement, dated as of September 27, 2021, by and between the Registrant and Newlight X Ltd. (incorporated by reference to Exhibit 4.9 of the
annual report on Form 20-F filed with the SEC on June 15, 2022)

 4.7 Share Purchase Agreement, dated as of September 27, 2021, by and between the Registrant and Castlewood Fintech Ltd. (incorporated by reference to Exhibit
4.10 of the annual report on Form 20-F filed with the SEC on June 15, 2022)

 4.8 Share Purchase Agreement, dated as of September 27, 2021, by and between the Registrant and Brighton Fintech Ltd. (incorporated by reference to Exhibit 4.11 of
the annual report on Form 20-F filed with the SEC on June 15, 2022)

 
4.9 English translation of Termination Agreement Re Existing Control Documents, dated as of January 15, 2022, by and among Beijing Lianji Future Technology Co.,

Ltd., Beijing Lianji Technology Co., Ltd. and the shareholders of Beijing Lianji Technology Co., Ltd. (incorporated by reference to exhibit 10.1 to current report on
Form 6-K filed with the SEC on February 7, 2022)

 
4.10 English translation of Termination Agreement Re Existing Control Documents, dated as of January 15, 2022, by and among Beijing Lianji Future Technology Co.,

Ltd., Mercurity (Beijing) Technology Co., Ltd. and the shareholders of Mercurity (Beijing) Technology Co., Ltd. (incorporated by reference to exhibit 10.2 to
current report on Form 6-K filed with the SEC on February 7, 2022)

 4.11 Promissory note in the principal amount of up to USD$5,000,000 dated June 13, 2022 (incorporated by reference to exhibit 4.1 to current report on Form 6-K filed
with the SEC on June 17, 2022)

 4.12 Share Purchase Agreement, dated as of November 11, 2022 (incorporated by reference to exhibit 4.12 of our annual report on Form 20-F filed with the SEC on
April 25, 2023)

 4.13 Share Purchase Agreement, dated as of November 30, 2022 (incorporated by reference to exhibit 4.13 of our annual report on Form 20-F filed with the SEC on
April 25, 2023)

 4.14 Asset Purchase Agreement, dated as of December 15, 2022 (incorporated by reference to exhibit 4.14 of our annual report on Form 20-F filed with the SEC on
April 25, 2023)

 4.15 Share Purchase Agreement, dated as of December 23, 2022 (incorporated by reference to exhibit 4.15 of our annual report on Form 20-F filed with the SEC on April
25, 2023)

 4.16 Securities Purchase Agreement dated as of January 31, 2023, for the issuance of an Unsecured Convertible Promissory Note (incorporated by reference to exhibit
4.16 of our annual report on Form 20-F filed with the SEC on April 25, 2023)

 4.17 The Chief Executive Officer Employment Agreement with Mercurity Fintech Holding Inc. (incorporated by reference to Exhibit 4.17 of the annual report on Form
20-F filed with the SEC on June 15, 2022)

 4.18 The Chief Operating Officer Employment Agreement with Mercurity Fintech Holding Inc. (incorporated by reference to Exhibit 10.1 of Form 6-K filed with the SEC
on October 18, 2022)

 4.19*+ Filecoin Mining Service Contract between Mercurity Fintech Technology Holding Inc and Origin Storage Pte. Ltd. dated December 5, 2023.
 8.1* List of Subsidiaries of the Registrant

 11.1 Revised Code of Business Conduct and Ethics of the Registrant (incorporated by reference to Exhibit 11.1 of the annual report on Form 20-F filed with the SEC on
June 15, 2022)

 11.2* Insider Trading Policy of the Registrant
 12.1* Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes - Oxley Act of 2002
 12.2* Certification of Principal Financial Officer Pursuant to Section 302 of the Sarbanes - Oxley Act of 2002

https://www.sec.gov/Archives/edgar/data/1527762/000110465920072895/tm206806d1_ex2-3.htm
https://www.sec.gov/Archives/edgar/data/1527762/000104746915002898/a2223577zex-4_2.htm
https://www.sec.gov/Archives/edgar/data/1527762/000114420415050532/v418557_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d2.htm
https://www.sec.gov/Archives/edgar/data/1527762/000110465921119280/tm2128231d1_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d4.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d7.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d9.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d10.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d11.htm
https://www.sec.gov/Archives/edgar/data/1527762/000110465922012840/tm225163d1_ex10-1.htm
https://www.sec.gov/Archives/edgar/data/1527762/000110465922012840/tm225163d1_ex10-2.htm
https://www.sec.gov/Archives/edgar/data/1527762/000110465922072207/tm2218443d1_ex4-1.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d12.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d13.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d14.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d15.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057823000790/tmb-20221231xex4d16.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex4d17.htm
https://www.sec.gov/Archives/edgar/data/1527762/000110465922109747/tm2228480d1_6k.htm
https://www.sec.gov/Archives/edgar/data/1527762/000141057822001880/tmb-20211231xex11d1.htm


 13.1** Certification of Principal Executive Officer Pursuant to Section 906 of the Sarbanes - Oxley Act of 2002
 13.2** Certification of Principal Financial Officer Pursuant to Section 906 of the Sarbanes - Oxley Act of 2002
 15.1* Consent of Onestop Assurance PAC

 97.1 Policy for Recovery of Erroneously Awarded Compensation (incorporated by reference to exhibit 99.1 of our current report on Form 6-K filed with the SEC on
December 1, 2023)

 99.1* Certification by chief executive officer on matters relating to Item 16I(a) of Form 20-F
 99.2* Coinbase Prime Broker Agreement with Coinbase, Inc.
 
* Filed herewith
 
** Furnished herewith
 
+ Certain portions of this exhibit have been redacted because it is both not material and is the type of information that the Company treats as private or confidential. The

Company agrees to furnish supplementally an unredacted copy of this exhibit to the SEC upon its request.
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SIGNATURES
 

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and authorized the undersigned to sign this annual report
on its behalf.

 
 Mercurity Fintech Holding Inc.
  (Registrant)
   
Date: April 22, 2024 By: /s/ Shi Qiu
  Shi Qiu
  Chief Executive Officer
 
Date: April 22, 2024 By: /s/ Yukuan Zhang
  Yukuan Zhang
  Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 

To the Board of Directors and Shareholders of Mercurity Fintech Holding Inc.:
 
Opinion on the Financial Statements
 
We have audited the accompanying consolidated balance sheets of Mercurity Fintech Holding Inc. and subsidiaries (the "Company”) as of December 31, 2022 and 2023, and the
related consolidated statements of operations and comprehensive income, changes in shareholders’ equity, and cash flows for each of the three years period ended December 31,
2021, 2022 and 2023, and the related notes (collectively referred to as the financial statements). In our opinion, the consolidated financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2022 and 2023, and the results of its operations and its cash flows for each of the three years in period ended
December 31, 2023, in conformity with accounting principles generally accepted in the United States of America.
 
Restatement of 2021 and 2022 Financial Statements
 
As discussed in Note 2 to the consolidated financial statements, the 2021 and 2022 financial statements have been restated to correct certain misstatements.
 
Going Concern Uncertainty
 
The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 3 to the financial statements, the
Company has incurred recurring operating losses and negative cash flows from operating activities and has an accumulated deficit, which raise substantial doubt about its ability
to continue as a going concern. Management’s plans in regard to these matters are also described in Note 3. The financial statements do not include any adjustments that might
result from the outcome of this uncertainty.
 
Basis for Opinion
 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on the Company’s financial statements based on our
audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect
to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
 

https://www.sec.gov/Archives/edgar/data/1527762/000149315223043297/ex99-1.htm


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of
its internal control over financial reporting. As part of our audits, we are required to obtain an understanding of internal control over financial reporting but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
 
Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.
 
Critical Audit Matter
 
The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial statements that were communicated or required to be
communicated to the audit committee and that: (1) relates to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as
a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit matter or on the accounts or disclosures to which they
relate.
 
Going Concern
 
At December 31, 2023, the Company has incurred recurring operating losses of $9.4 million and negative cash flows from operating activities of $2.8 million and has an accumulated
deficit of $677 million, which raise substantial doubt about its ability to continue as a going concern. Management plans to expand business and financial consultation services,
financial advisory services and brokerage services and distributed storage and computing services.
 
We determined that Company’s ability to continue as a going concern is a critical matter due to the estimation and uncertainty regarding the risk of bias in management’s
judgement and assumptions in their determination.
 
Our principal audit procedures relating to the going concern:
 
● Obtaining an understanding, and evaluating management’s assessment on whether there are conditions or events that raise substantial doubt about the entity’s ability to
continue as a going concern for a reasonable period of time;
 
● Assessing the management’s plans and obtaining sufficient appropriate audit evidence to determine whether or not substantial doubt can be alleviated or still exists;
 
● Review the relevant disclosures to the consolidated financial statements.
 
Impairment of Intangible Assets
 
As noted in Note 10 of the financial statements, the Company has recorded its digital currencies as intangible assets, with a carrying amount of $0.7 million. As of December 31,
2023, the Company has impaired its intangible assets by $4.2 million, which includes an impairment loss of $3.9 million incurred on December 31, 2023, for Bitcoin and USDC, both
of which the Company no longer controls. The Company estimated the fair values of the Filecoin based on the intraday low prices daily and recognized an impairment loss of $0.3
million for the year ended December 31, 2023.
 
The principal consideration for our determination that auditing impairment of intangible assets is a critical audit matter is due to the degree of complexity and judgment used by
management in developing the fair value measurement, which led to a high degree of audit judgment and subjectivity and significant effort in performing procedures relating to fair
value measurement. Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated
financial statements. These procedures included (1) reviewing procedures of management’s impairment assessment, (2) evaluating the reasonableness of the valuation
methodology used by management and (3) testing the completeness and accuracy of the underlying data used by the management.
 
Legal Proceeding of Intangible Assets Stored in the Out-of -control Cold Wallets
 
As disclosed in Note 10 of the financial statements, the book value of Bitcoins and USD Coins stored in the Company’s out-of-control wallets as of December 31, 2023, which
totaled $3.9 million, has been fully impaired. This is due to significant uncertainty regarding the recovery of these assets. As of the date of this report, the recovery proceedings
have not yet concluded and the digital assets are held temporarily by the Public Security Bureau.
 
We determined that the legal proceeding is a critical audit matter as there was significant judgment made by management when assessing the likelihood of a loss being incurred
and when estimating the loss or range of loss for each claim, which in turn led to significant auditor judgment, subjectivity, and effort in performing procedures and evaluating
management’s assessment of the liabilities and disclosures related to legal proceedings contingencies.
 
Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements.
These procedures included (1) obtaining and evaluating the legal opinion provided by external legal counsel；(2) evaluating the reasonableness of management’s assessment
regarding whether an unfavorable outcome is reasonably possible or probable and reasonably estimable; (3) evaluating the sufficiency of the Company’s disclosures related to
legal proceedings.
 
/s/ Onestop Assurance PAC
 
We have served as the Company’s auditor since 2023.
 
Singapore
 
April 22, 2024
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED BALANCE SHEETS

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

  Note  
December 31,

2023   
December 31,

2022  
ASSETS:           
Current assets:           



Cash and cash equivalents  5   16,117,949   7,446,664 
Security deposit  6   33,700   33,909 
Short-term investments  7   2,319,247   — 
Interest receivable     12,594   — 
Prepaid expenses and other current assets, net  8   5,212,285   10,925 
Amounts due from related parties  20   —   25,000 
Total current assets    $ 23,695,775  $ 7,516,498 
           
Non-current assets:           
Operating right-of-use assets, net  16   556,104   873,878 
Property and equipment, net  9   4,758,279   5,961,173 
Intangible assets, net  10   705,309   4,233,228 
Security deposit  6   57,300   57,300 
Prepayments for long-term asset  11   120,000   — 
Long term equity investments  12   160,000   — 
Deferred tax assets  17   342,369   251,005 
Total non-current assets    $ 6,699,361  $ 11,376,584 
           
TOTAL ASSETS    $ 30,395,136  $ 18,893,082 
           
LIABILITIES AND SHAREHOLDER’S EQUITY:           
           
Current liabilities:           
Convertible Note  14   9,000,000   — 
Interest payable  15   423,131   — 
Accrued expenses and other current liabilities  13   1,588,562   236,490 
Amounts due to related parties  20   916,219   923,596 
Operating lease liabilities  16   352,178   269,675 
Total current liabilities    $ 12,280,090  $ 1,429,761 
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED BALANCE SHEETS (CONTINUED)

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

  Note  
December 31,

2023   
December 31,

2022  
         
LIABILITIES AND SHAREHOLDER’S EQUITY (CONTINUED):           
           
Non-current liabilities:           
Operating lease liabilities  16   282,279   634,457 
Total non-current liabilities    $ 282,279  $ 634,457 
           
TOTAL LIABILITIES    $ 12,562,369  $ 2,064,218 
           
Commitments and contingencies  21        
           
Shareholders’ equity:           
Ordinary shares ($0.004 par value, 1,000,000,000 shares authorized as of December 31, 2023 and
December 31, 2023, and 35,174,479 and 60,819,897 shares issued and outstanding as of December 31,
2022 and December 31, 2023, the above par value and number of shares as of December 31, 2022
have been restated based on the data after the share consolidation on February 28, 2023)  18   243,298   140,716 
Additional paid-in capital     693,093,915   682,848,997 
Accumulated deficit     (676,677,485)   (667,320,289)
Accumulated other comprehensive (loss)/income     1,173,039   1,159,440 
Total shareholders’ equity    $ 17,832,767  $ 16,828,864 
           
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY    $ 30,395,136  $ 18,893,082 

 
The accompanying notes are an integral part of these consolidated financial statements.
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

    For the year Ended December 31,  
  Note  2023   2022   2021  
            
Revenue:               
Business consultation services     160,000   80,000   — 
Distributed storage and computing services     285,928   783,438   664,307 
Technical services     —   —   5,864 
Total Revenue    $ 445,928  $ 863,438  $ 670,171 
               



Cost of Revenue:               
Business consultation services     (138,092)   (19,000)   — 
Distributed storage and computing services     (1,286,220)   (1,361,600)   (702,679)
Total Cost of Revenue    $ (1,424,312)  $ (1,380,600)  $ (702,679)
Gross loss    $ (978,384)  $ (517,162)  $ (32,508)
               
Operating expenses:               
Sales and marketing     (449,900)   (35,000)   — 
General and administrative     (2,515,291)   (2,156,063)   (10,351,357)
Provision for doubtful accounts     —   (3,138)   (1,750,909)
(Loss)/income on disposal of intangible assets     —   (29,968)   121,020 
Impairment loss of property and equipment  9   (307,733)   —   —
Impairment loss of intangible assets  10   (4,248,085)   (3,144,053)   (1,292,568)
Total operating expenses    $ (7,521,009)  $ (5,368,222)  $ (13,273,814)
Operating loss from continuing operations    $ (8,499,393)  $ (5,885,384)  $ (13,306,322)
               
Interest (expenses)/income, net     (196,055)   5,118   1,083 
Financing costs     (450,000)   —   — 
Other (expenses)/income, net     2,379   1,248   (143)
Loss on market price of short-term investment     (226,210)   —   — 
Loss from selling short-term investments     (78,693)   —   — 
Loss from disposal of subsidiaries     —   (4,664)   — 
Loss before provision for income taxes    $ (9,447,972)  $ (5,883,682)  $ (13,305,382)
Income tax benefits  17   90,776   248,711   — 
Loss from continuing operations    $ (9,357,196)  $ (5,634,971)  $ (13,305,382)
               
Discontinued operations:               
Loss from discontinued operations     —   —   (8,360,322)
Net loss    $ (9,357,196)  $ (5,634,971)  $ (21,665,704)
               
Net loss attributable to holders of ordinary shares of Mercurity Fintech Holding
Inc.    $ (9,357,196)  $ (5,634,971)  $ (21,665,704)
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF OPERATIONS (CONTINUED)

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

    For the year Ended December 31,  
  Note  2023   2022   2021  
       ( as restated )   ( as restated )  
Numerator            
Net loss attributable to holders of ordinary shares of Mercurity Fintech Holding
Inc.    $ (9,357,196)  $ (5,634,971)  $ (21,665,704)
Continuing operations     (9,357,196)   (5,634,971)   (13,305,382)
Discontinued operations     —   —   (8,360,322)
               
Denominator               
Weighted average shares used in calculating basic net loss per ordinary share  2   45,841,825   14,435,674   9,720,934 
Weighted average shares used in calculating diluted net loss per ordinary share  2   45,841,825   14,435,674   9,720,934 
               
Net Loss per ordinary share               

Basic  2   (0.20)   (0.39)   (2.23)
Diluted  2   (0.20)   (0.39)   (2.23)

Net Loss per ordinary share from continuing operation               
Basic  2   (0.20)   (0.39)   (1.37)
Diluted  2   (0.20)   (0.39)   (1.37)

Net Loss per ordinary share from discontinued operation               
Basic  2   —   —   (0.86)
Diluted  2   —   —   (0.86)

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

 
F-6

 
 

MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF OPERATIONS (CONTINUED)

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

    For the year Ended December 31,  
  Note  2023   2022   2021  
       ( as restated )     
Net loss   $ (9,357,196)  $ (5,634,971)  $ (21,665,704)
Change in cumulative foreign currency trans adjustment     13,599   28,289   3,285 
Change in disposal of subsidiaries     —   31,284   — 
Comprehensive loss    $ (9,343,597)  $ (5,575,398)  $ (21,662,419)

 



The accompanying notes are an integral part of these consolidated financial statements.
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

 

                
Total

Mercurity     

        Additional      
Accumulated

Other   
Fintech

Holding Inc.   Total  
        paid-in   Accumulated   comprehensive   shareholders’   Shareholders’  
  Ordinary shares   Capital   deficit   loss   equity   equity  
  Number of                    
  Shares   Amount                 
Balance as of January 1, 2023 ( as restated )   35,174,479   140,716   682,848,997   (667,320,289)   1,159,440   16,828,864   16,828,864 
Share-based compensation   20,000   80   61,920           62,000   62,000 
Issuance of shares as a consideration for
professional services   10,000   40   15,460           15,500   15,500 
Issuance of shares in the private placement
(Note 18)   25,615,418   102,462   10,167,538   —   —   10,270,000   10,270,000 
Net loss   —   —   —   (9,357,196)   —   (9,357,196)   (9,357,196)
Foreign currency translation   —   —   —   —   13,599   13,599   13,599 
Balance as of December 31, 2023   60,819,897   243,298   693,093,915   (676,677,485)   1,173,039   17,832,767   17,832,767 
 
We have revised the number of ordinary shares amounts on January 1, 2023 to retroactively present our 1-for-400 share consolidation in February 2023 back to the earliest period
presented as stipulated in SAB 4C.
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

 

                
Total

Mercurity     

        Additional      
Accumulated

Other   
Fintech

Holding Inc.   Total  
        paid-in   Accumulated   comprehensive   shareholders’   Shareholders’  
  Ordinary shares   Capital   deficit   loss   equity   equity  
  Number of                    
  Shares   Amount                 
Balance as of January 1, 2022 ( as restated )   12,345,655   49,401   668,183,689   (661,685,318)   1,099,867   7,647,639   7,647,639 
Share-based compensation ( as restated )   514,500   2,058   556,337   —   —   558,395   558,395 
Issuance of shares as a consideration for acquisition (
as restated )   6,795,455   27,182   6,270,746   —   —   6,297,928   6,297,928 
Issuance of shares in the private placement ( as
restated )   15,518,869   62,075   7,838,225   —   —   7,900,300   7,900,300 
Net loss ( as restated )   —   —   —   (5,634,971)   —   (5,634,971)   (5,634,971)
Foreign currency translation   —   —   —   —   28,289   28,289   28,289 
Disposal of subsidiaries ( as restated )   —   —   —   —   31,284   31,284   31,284  
Balance as of December 31, 2022 ( as restated )   35,174,479   140,716   682,848,997   (667,320,289)   1,159,440   16,828,864   16,828,864 
 
We have revised the number of ordinary shares amounts to retroactively present our 1-for-400 share consolidation in February 2023 back to the earliest period presented as
stipulated in SAB 4C.
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY (CONTINUED)

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

 

                
Total

Mercurity     

        Additional      
Accumulated

Other   
Fintech

Holding Inc.   Total  
        paid-in   Accumulated   comprehensive   shareholders’   Shareholders’  
  Ordinary shares   Capital   deficit   loss   equity   equity  
  Number of                    
  Shares   Amount                 
Balance as of January 1, 2021 ( as restated )   7,446,560   29,805   649,145,830   (640,019,614)   1,096,582   10,252,603   10,252,603 
Share options exercised ( as restated )   9,007   36   13,058   —   —   13,094   13,094 
Share-based compensation ( as restated )   1,507,945   6,032   8,343,830   —   —   8,349,862   8,349,862 
Issuance of shares in the private placement ( as
restated )   3,383,143   13,528   10,680,971   —   —   10,694,499   10,694,499 
Net loss   —   —   —   (21,665,704)   —   (21,665,704)   (21,665,704)



Foreign currency translation   —   —   —   —   3,285   3,285   3,285 
Balance as of December 31, 2021 ( as restated )   12,345,655   49,401   668,183,689   (661,685,318)   1,099,867   7,647,639   7,647,639 
 
We have revised the number of ordinary shares amounts to retroactively present our 1-for-400 share consolidation in February 2023 back to the earliest period presented as
stipulated in SAB 4C.
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MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

 
  For the year Ended December 31,  
  2023   2022   2021  
     ( as restated )     
Cash flows from operating activities:             
Net loss   (9,357,196)   (5,634,971)   (21,665,704)
Less: Net loss from discontinued operations       —   (8,360,322)
Net loss from continuing operations   (9,357,196)   (5,634,971)   (13,305,382)
             
Adjustments to reconcile net loss to net cash used in operating activities:             
Provision for doubtful accounts   —   3,138   1,750,909 
Impairment loss of property and equipment   307,733   —   — 
Impairment loss of intangible assets   4,248,085   3,144,053   1,292,568 
Depreciation of property and equipment   898,968   28,950   — 
Loss from selling short-term investments   78,693   —   — 
Exchange gains and losses   6,844   —   — 
Loss on market price of short-term investment   229,536   —   — 
Interest income from short-term investment   (72,291)   —   — 
Interest cost of convertible note   410,548         
Financial advisory fees for convertible note   450,000   —   — 
Stock-based compensation   77,500   558,395   8,349,862 
Loss from disposal of subsidiaries   —   4,664   — 
Loss from disposal of intangible assets   —   29,968   — 
Other (expenses)/income   —   23,318   — 
Changes in operating assets and liabilities, net of effect of acquisitions:             
Disposal of digital assets   —   —   325,987 
Digital assets generated from mining business   (285,928)   (783,438)   (664,307)
Digital assets received as payment   —   —   (5,864)
Digital assets used to pay expenses   —   —   2,141,375 
Accounts receivable, net of allowance   —   —   380,510 
Prepaid expenses and other current assets   (176,360)   1,281,109   (1,105,481)
Right-of-use assets   317,774   (873,878)   — 
Deferred tax assets   (91,364)   (251,005)   — 
Accounts payable   (22,075)   22,075   — 
Advance from customers   40,000   80,000   — 
Accrued expenses and other current liabilities   419,793   (87,867)   (184,429)
Lease liabilities   (269,675)   904,132   — 
Net cash used in continuing operations  $ (2,789,415)  $ (1,551,357)  $ (1,024,252)
Net cash used in discontinued operations   —   —   (386,777)
Net cash used in operating activities  $ (2,789,415)  $ (1,551,357)  $ (1,411,029)
             
Cash flows from investing activities:             
Disposal of digital assets   —   968,934   — 
Cash from selling short-term investments   3,434,764   —   — 
Cash from receiving short-term investment interests and dividends   48,089   —   — 
Payments for purchasing property and equipment   (3,808)   (7,222)   — 
Prepayments for purchasing property and equipment, which has been converted into a pending
refund due to the cancellation of the purchase agreement   (3,000,000)   —   — 
Cash paid for short-term investments   (8,038,049)         
Cash paid for long-term equity investments   (160,000)   —   — 
Advance payment for acquisition   (120,000)   —   — 
Loan to affiliate person   —   (25,000)   — 
Net cash (used in)/provided by continuing operations  $ (7,839,004)  $ 936,712  $ — 
Net cash (used in)/provided by discontinued operations   —   —   — 
Net cash (used in)/provided by investing activities  $ (7,839,004)  $ 936,712  $ — 
 

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

F-11

 
 

MERCURITY FINTECH HOLDING INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

(In U.S. dollars, except for number of shares and per share (or ADS) data)
 

  For the year Ended December 31,  
  2023   2022   2021  
          
Cash flows from financing activities:             



Issuance of common stock   11,000,000   7,900,300   713,082 
Borrowings   —   400,000   935,793 
Cash paid for debt   —   (579,875)   (93,091)
Convertible notes   9,000,000   —   — 
Financing costs   (700,000)   —   — 
Net cash provided by continuing operations  $ 19,300,000  $ 7,720,425  $ 1,555,784 
Net cash provided by discontinued operations       —   120,419 
Net cash provided by financing activities  $ 19,300,000  $ 7,720,425  $ 1,676,203 
             
Effect of exchange rate changes by continuing operations   (505)   (8,543)   2,953 
Effect of exchange rate changes by discontinued operations   —   —   403 
Effect of exchange rate changes  $ (505)  $ (8,543)  $ 3,356 
             
Increase in cash and cash equivalents  $ 8,671,076  $ 7,097,237  $ 268,530 
             
Cash and cash equivalents, beginning of the year  $ 7,537,873  $ 440,636  $ 174,783 
             
Cash and cash equivalents of continuing operations, end of the year   16,208,949   7,537,873   440,636 
Cash and cash equivalents of discontinued operations, end of the year   —   —   2,677 
Cash and cash equivalents, end of the year  $ 16,208,949  $ 7,537,873  $ 443,313 
             
Supplement disclosure of cash flow information Interest paid   —   —   — 

 
The accompanying notes are an integral part of these consolidated financial statements.
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1. ORGANIZATION AND PRINCIPAL ACTIVITIES
 

Mercurity Fintech Holding Inc. (the "Company”), was incorporated in Cayman Islands on July 13, 2011. On December 28, 2016, the Company changed its name from Wowo
Limited to JMU Limited. On April 30, 2020, the Company changed its name from JMU Limited to Mercurity Fintech Holding Inc., The Company completed its initial public offering
("IPO”) on NASDAQ on April 8, 2015.

 
Prior to March 1, 2020, the Company and its subsidiaries, variable interest entities ("VIEs”) and VIEs’ subsidiaries were primarily engaged in the sale of rice, flavor, bean oil,

seafood, wine and some other types of generic food and beverage products through its website www.ccjoin.com though operating a business-to-business ("B2B”) online e-
commerce platform that provides integrated services to suppliers and consumers in the catering industry in the People’s Republic of China ("PRC”).

 
On May 21, 2019, the Company acquired Unicorn Investment Limited ("Unicorn”) and its subsidiaries and a VIE ("the Acquisition of Unicorn”). Pursuant to a share

purchase agreement, the Company purchased all the issued and outstanding shares of Unicorn from its shareholder for the consideration of 632,660,858 newly issued ordinary
shares of the Company. On that date, Unicorn, a developer of asset transaction platform products based on blockchain technologies, became a wholly owned subsidiary of the
Company. On December 28, 2020, Unicorn changed its name from Unicorn Investment Limited to Mercurity Limited.

 
On July 22, 2019, the Company sold all of its equity interests in New Admiral Limited, a subsidiary of the Company, together with all of its subsidiaries and consolidated

VIEs and their respective subsidiaries (collectively, the "Food Supply Chain Entities”), which were engaged in the Company’s food supply chain business. The sale was pursuant
to a definitive agreement entered into between the Company and Marvel Billion Development Limited, company with limited liability incorporated under the laws of Hong Kong
(the "Buyer”), in exchange for the Buyer’s payment of $1,000,000 and the assumption of $4,521,053 of net liabilities of the Food Supply Chain Entities. This disposal represents a
strategic shift and has a major effect on the Company’s results of operations. Accordingly, assets and liabilities, Revenue and expenses, and cash flows related to the Food Supply
Chain Entities have been reclassified in the accompanying consolidated financial statements as discontinued operations for all periods presented.

 
On March 1, 2020, the Company acquired NBpay Investment Limited ("NBpay”) and its subsidiaries and a VIE ("the Acquisition of NBpay”). Pursuant to a share purchase

agreement, the Company purchased all the issued and outstanding shares of Unicorn from its shareholder for the consideration of 761,789,601 newly issued ordinary shares of the
Company. On that date, NBpay, a developer of asset transaction platform products based on blockchain technologies, became a wholly owned subsidiary of the Company.

 
After the Acquisition of Unicorn and the Acquisition of NBpay, blockchain technical services became the principal business of the Company, which to design and develop

digital asset transaction platforms based on blockchain technologies for customers to facilitate asset trading, asset digitalization and cross-border payments and provide
supplemental services for such platforms, such as customized software development services, maintenance services and compliance support services.

 
In August 2021, the board and the management of the Company changed and the future business plan was recalibrated. The Company added cryptocurrency mining as one

of the main businesses going forward. The Company entered into cryptocurrency mining pools by executing a business contract with a collective mining service provider on
October 22, 2021 to provide computing power to the mining pool and derived USD$664,307 related revenue in 2021 and USD$783,089 related revenue in the first half of 2022.

 
Due to the extremely adverse regulatory measures taken by the Chinese government in 2021 in the field of digital currency production and transaction, the Company’s

board of Directors decided on December 10, 2021 to divest the Chinese companies of the related business controlled through VIE agreements, and the divestiture was completed
on January 15, 2022.

 
In July 2022, we added consultation services to our business, providing business consultation services to global corporate clients, especially those in the blockchain

industry. Meanwhile, we conducted viability studies about the business models, license requirements and operational costs of online and traditional brokerage services and digital
payment business and have been expanding our business into the brokerage services, such as building up client base and acquiring the necessary licenses. However, due to
resource restraints, we have ceased our development plans in digital payment business, including digital payment services and solution consulting, and applications for the
required money transmit licenses since March 2024.
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In July 2022, we incorporated Mercurity Fintech Technology Holding Inc. ("MFH Tech”) to develop Distributed storage and computing services (including cryptocurrency

mining and providing cloud storage services for decentralized platform operators), and business and financial consultation services.
 
On August 23, 2022, MFH Tech signed a Consulting Agreement with a Chinese media company, pursuant to which MFH Tech will serve as a business consultant in order

to facilitate the client to establish the entity in the United States and make financing strategy, and the agreed amount of the immutable consideration portion of the agreement is
$160,000. We recognized consultation services revenue of $80,000 for the year ended December 31, 2022 based on the percentage-of-completion.

 



On December 15, 2022, we entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3
decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in our
ordinary shares. The investment was made with the aim to own mining machines capable of gathering, processing, and storing vast amounts of data, to advance the
cryptocurrency mining business, and to advance the Web3 framework. Starting on December 20, 2022, we use some of the storage capacity of these devices for Filecoin mining
business, and other storage capacity will be used to provide cloud storage services to distributed application product operators. In January 2023, we transferred all of the Web3
decentralized storage infrastructure to our US subsidiary MFH Tech, which serves as the operating entity for our business of Filecoin mining and cloud storage services for
decentralized platform operators. For the year ended December 31, 2022 and 2023, we earned $348 and $ $285,928 respectively in Filecoin mining revenue from physical mining
operations, and did not receive any revenue from providing cloud storage services to decentralized platform operators.

 
On January 10, 2023, we entered into an asset purchase agreement with Jinhe Capital Limited, providing for the purchase of 5,000 Antminer S19 PRO Bitcoin mining

machines, for an aggregate consideration of $9 million.
 
On January 28, 2023, we decided to write off NBpay Investment Limited and its subsidiaries, which had no meaningful assets or business nor employees.
 
On April 12, 2023, we completed the incorporation of another U.S. subsidiary, Chaince Securities, Inc. ("Chaince Securities”), which plans to develop financial advisory

services, online and traditional brokerage services independently in the future. On May 3, 2023, Chaince Securities entered into a Purchase and Sale Agreement for the acquisition
of all assets and liabilities of J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer.

 
From April to June 2023, our management reassessed the potential adverse effects of changes in the Company’s business environment, and readjusted the Company’s

business structure and the future development plan.
 
Considering the increasing difficulty of mining in the crypto mining industry and the general losses by top crypto mining enterprises, we have decided to reduce the scale

of procurement of Bitcoin miners and reduce the Company’s investment in the crypto mining field. As such, the Company and Jinhe Capital Limited entered into an amendment (the
"Amendment”) to the S19 Pro Purchase Agreement, pursuant to which the parties agreed to reduce the purchase order to no more than 2,000 Bitcoin miners for a total amount of no
more than $3.6 million.

 
Also considering the enormous uncertainty brought by the cryptocurrency market turmoil in the past two years to the blockchain industry, as well as the regulatory

uncertainties, although we have the ability to quickly reorganize the blockchain technical service team, we have still decided not to continue conducting blockchain technology
service business related to the asset trading platform, asset digitalization platform and decentralized finance (DeFi) platform.

 
As of June 30, 2023, all the agreed services under the consulting agreement with the Chinese media signed on August 23, 2022 had been completed, and the Company

recognized consultation services revenue of $80,000 for the first half of 2023 based on the percentage-of-completion.
 
On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the

client in providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than $150,000 in revenue from
this new agreement within the next year.

 
On November 1, 2023, the Company signed a financial consulting agreement with an American logistics company. The Company will serve as a business consultant in order

to facilitate introductions between the Company’s clients and esteemed third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’
fundraising endeavors within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the next year.
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On December 5, 2023, the Company signed an Origin Storage Filecoin Mining Service Contract with Origin Storage PTE. LTD. ("Origin Storage”). The Company will use

Origin Storage’s technology to re package the Web3 decentralized storage infrastructure and conduct Filecoin mining business through Origin Storage’s network platform. The
Filecoin mining services provided by Origin Storage include but are not limited to storage server services, computing encapsulation server services, and technical services.
Through Origin Storage’s new technology in the cryptocurrency mining field, the Company is expected to significantly improve the output efficiency of the cryptocurrency mining
business, thereby generating more revenue.

 
On March 7, 2024, considering the many uncertainties in the relevant industry, the Company decided to temporarily abandon its development plan related to digital

payment solutions, as well as the application for the MSB (Money Service Business) license.
 
After the adjustment of our business strategies, the focuses of our respective operating subsidiaries are as follows: (i) MFH Tech acting as the operating entity of

distributed storage and computing services and business and business consultation services in North America; (ii) after completing the acquisition of all assets and liabilities of
J.V. Delaney & Associates with FINRA approval, Chaince Securities to operate our financial advisory services, online and traditional brokerage services in North America; and (iii)
Ucon and Lianji Future acting as the operating entities of the business consultation services in the Asia-Pacific region.

 
As of December 31, 2023, the Company’s subsidiaries are as follows:
 
  Date of  Place of  Percentage  
  acquisition/  establishment/  of legal  
  registration  incorporation  ownership  
Subsidiaries:         
Mercurity Fintech Technology Holding Inc. ("MFH Tech”)  July 15, 2022 US  100%
Chaince Securities Inc. ("Chaince”)  April 12, 2023 US  100%
Mercurity Limited  May 21, 2019 British Virgin Islands  100%
Ucon Capital (HK) Limited ("Ucon”)  May 21, 2019 Hong Kong  100%
Beijing Lianji Future Technology Co., Ltd.  May 21, 2019 PRC  100%
 
2. RECLASSIFICATION AND RESTATEMENT OF PREVIOUSLY ISSUED FINANCIAL STATEMENTS
 
Reclassification of the cash flows from selling digital assets in the consolidated statements of cash flows for the previous years.
 
In the previously issued consolidated statement of cash flow, we inappropriately classified the cash received from selling digital assets as cash flows generated from operating
activities, as we did not distinguish in detail our intention to hold different digital assets, and therefore broadly classified the cash flows generated from digital asset transactions
as cash flows generated from operating activities. From a specific perspective, the digital assets we previously sold belong to general investment digital assets, and the cash flow
generated from this transaction is more appropriately classified as cash flow generated from investment activities. We have reclassified the cash flows from selling digital assets in
the revised consolidated statements of cash flows.
 
The following tables present the effects of correcting these changes on the Company’s financial statements for the year ended December 31, 2022.
 
  For the year ended December 31, 2022  



Consolidated Statements of Cash Flows  
As previously

reported   Adjustment   As restated  
Adjustments to reconcile net (loss)/income to net cash used in operating activities:             
Disposal of digital assets   998,902   (998,902)   — 
Loss from disposal of intangible assets   —   29,968   29,968 
Net cash (used in)/provided by continuing operations   (582,423)   (968,934)   (1,551,357)
Net cash (used in)/provided by operations activities   (582,423)   (968,934)   (1,551,357)
             
Cash flows from investing activities:             
Disposal of digital assets   —   968,934   968,934 
Net cash (used in)/provided by continuing operations   (32,222)   968,934   936,712 
Net cash (used in)/provided by investing activities   (32,222)   968,934   936,712 
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Restatement of the number of ordinary shares amounts in consolidated statements of Changes in Shareholders’ Equity to retroactively present our 1-for-400 share
consolidation in February 2023 back to the earliest period presented as stipulated in SAB 4C.
 
On December 29, 2022, the Company’s Board of Directors approved the proposal on the share consolidation to the authorized share capital (the "Share Consolidation”) at a ratio of
four hundred (400)-for-one (1) with the par value of each ordinary share changed to US$0.004 per ordinary share, which has been effective on February 28, 2023.
 
As SAB 4C, changes to a stock dividend, stock split or reverse split in the capital structure must be given retroactive effect in the balance sheet. An appropriately cross-referenced
note should disclose the retroactive treatment, explain the change made and state the date the change became effective.
 
We have revised the number of ordinary shares amounts in the revised consolidated statements of Changes in Shareholders’ Equity for the year ended December 31, 2022 and
2021, to retroactively present our 1-for-400 share consolidation in February 2023 back to the earliest period presented as stipulated in SAB 4C.
 
Correction of the impact of the disposal of subsidiaries on cumulative other comprehensive loss in the Consolidated Statements of Changes in Shareholders’ Equity for the year
ended December 31, 2022.
 
In the previously issued Consolidated Statements of Changes in Shareholders’ Equity for the year ended December 31, 2022, we did not accurately separately disclose the impact
of selling subsidiaries on cumulative other comprehensive loss. Therefore, in the accompanying Consolidated Statements of Changes in Shareholders’ Equity for the year ended
December 31, 2022, we have made corrections to this. Please see Page 7, the Company’s Consolidated Statements of Operations, and Page F-9, the Company’s Consolidated
Statements of Changes in Shareholders’ Equity for the year ended December 31, 2022.
 
3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 
Going concern
 
The Company had an accumulated deficit of approximately $677 million as of December 31, 2023, and had a net loss of approximately $9.4 million and negative cash flows from
operating activities of approximately $2.8 million for the year ended December 31, 2023. In connection with the Company’s assessment of going concern considerations in
accordance with Financial Accounting Standard Board’s Accounting Standards Update ("ASU”) 2014-15. "Disclosures of Uncertainties about an Entity’s Ability to Continue as a
Going Concern”, the Company has incurred recurring operating losses and negative cash flows from operating activities and has an accumulated deficit, management has
determined that these conditions raise substantial doubt about the Company’s ability to continue as a going concern.
 
With the restructuring of the board and management in the second half of 2022, the Company secured new financing and clarified new business plans. The Company received
$3.15 million, $5 million and $5 million from three PIPEs in November 2022, December 2022 and January 2023 and then received $9 million from an unsecured convertible promissory
note issued on February 2023. In the first half of 2023, the Company further adjusted and optimized its business structure. The Company decided to reduce the scale of high-risk
cryptocurrency related businesses and sought to make good progress in new business areas. In December 2023, the Company received $6 million from another PIPE.
 
The current and anticipated future businesses of the Company include:
 
1) Business and financial consultation services: We provide comprehensive business and financial consulting services and industry resource support to global corporate clients

based on the resource advantages we have accumulated over the years. From August 2022 to the end of 2023, we have signed two clients and generated accumulated revenue
of $240,000. We are establishing business and financial consulting service teams in New York, Shenzhen, and Hong Kong to seek more clients, and we expect to generate more
related revenue in 2024.

  
2) Financial advisory services and Brokerage services: a) Financial advisory services, focus on providing comprehensive professional services to corporate clients in emerging

countries and regions planning to enter the US capital markets, such as helping the clients improve operations and compliance, achieving market entry and expansion,
introducing and coordinating professional service institutions, and providing capital operation plans, private equity financing services, investment consulting services, and
mergers and acquisitions services. b) Brokerage services, including securities underwriting, securities brokerage, asset management, etc. It should be emphasized that our
financial advisory services businesses (excluding business consultation services such as introducing professional service institutions to the clients who want to become
publicly traded in the United States, and helping them coordinate the progress of each professional service institution’s work.) and brokerage services (securities underwriting
and other brokerage services) can only be carried out after we have completed the acquisition of J.V. Delaney & Associates and obtained the financial license required for
brokerage services business. In August 2023, we entered the Continued Membership Application process with FINRA. Ideally, we anticipate receiving approval in the first
half of 2024.

 
F-16

 
 
3) Distributed storage and computing services, including cryptocurrency mining and cloud storage services for other decentralized platform operators. In December 2022, the

Company purchased a series of Web3 decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate
consideration of USD$5,980,000, payable in our ordinary shares, and the assets is expected to achieve a maximum storage capacity of approximately 100PiB. We have used a
portion of the storage capacity for the Filecoin mining business and have generated accumulated revenue of $286,276. Due to insufficient utilization of the Web3 decentralized
storage infrastructure, we incurred significant losses in our Filecoin mining business in 2023. While in December 2023, the Company began adopting new technologies to carry
out Filecoin mining business, and it is expected that the mining output efficiency of Filecoin will be significantly improved in 2024.

 
Although the Company did not achieve ideal results in 2023, the management believes that the Company is about to embark on a period of improvement. As a result, the
consolidated financial statements have been prepared assuming the Company will continue as a going concern. The accompanying consolidated financial statements do not reflect
any adjustments relating to the recoverability and reclassification of assets and liabilities as that might be necessary if the Company is unable to continue as a going concern.
 



Basis of presentation and use of estimates
 
The accompanying consolidated financial statements have been prepared in accordance with United States Generally Accepted Accounting Principles ("U.S. GAAP”).
 
The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosures of contingent assets and liabilities at the balance sheet dates and the reported amounts of Revenue and expenses during the reporting periods.
Significant estimates and assumptions reflected in the Group’s consolidated financial statements include, but are not limited to, allowance for credit losses, useful lives of property
and equipment and intangible assets, impairment of long-lived assets, long-term investments and goodwill, the valuation of cryptocurrencies, realization of deferred tax assets,
uncertain income tax positions, share-based compensation, valuation of contingent consideration from business combination and purchase price allocation for business
combinations and assets acquisition. Actual results could materially differ from those estimates.
 
Principle of consolidation
 
The consolidated financial statements of the Group include the financial statements of the Company, its subsidiaries and VIEs in which it has a controlling financial interest. The
results of the subsidiaries and VIEs are consolidated from the date on which the Group obtained control and continue to be consolidated until the date that such control ceases. A
controlling financial interest is typically determined when a company holds a majority of the voting equity interest in an entity. Furthermore, if the Company demonstrates that it
has ability to control the VIEs through its rights to all the residual benefits of the VIEs and its obligation to fund losses of the VIEs then the entity is consolidated. All significant
intercompany balances and transactions among the Company, its subsidiaries and VIEs have been eliminated on consolidation.
 
Reclassification
 
Certain prior year amounts have been reclassified to conform to the current period presentation. These reclassifications had no impact on net earnings and financial position.
 
Business combinations
 
The Group accounts for its business combinations using the purchase method of accounting in accordance with ASC 805 ("ASC 805”), "Business Combinations”. The purchase
method of accounting requires that the consideration transferred to be allocated to the assets, including separately identifiable assets and liabilities the Group acquired, based on
their estimated fair values. The consideration transferred in an acquisition is measured as the aggregate of the fair values at the date of exchange of the assets given, liabilities
incurred, and equity instruments issued as well as the contingent considerations and all contractual contingencies as of the acquisition date. Contingent consideration is
recognized at its fair value on the acquisition date. A liability resulting from contingent consideration is remeasured to fair value as of each reporting date until the contingency is
resolved, and subsequent changes in fair value are recognized in earnings. The costs directly attributable to the acquisition are expensed as incurred. Identifiable assets, liabilities
and contingent liabilities acquired or assumed are measured separately at their fair value as of the acquisition date, irrespective of the extent of any non-controlling interests. The
excess of (i) the total of cost of acquisition, fair value of the non-controlling interests and acquisition date fair value of any previously held equity interest in the acquiree over, (ii)
the fair value of the identifiable net assets of the acquiree, is recorded as goodwill. If the cost of acquisition is less than the fair value of the net assets of the subsidiary acquired,
the difference is recognized directly in earnings.
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If investment involves the acquisition of an asset or group of assets that does not meet the definition of a business, the transaction is accounted for as an asset acquisition. An
asset acquisition is recorded at cost, which includes capitalized transaction costs, and does not result in the recognition of goodwill. The cost of the acquisition is allocated to the
assets acquired on the basis of relative fair values.
 
Discontinued operations
 
A disposal of a component of an entity or a group of components of an entity shall be reported in discontinued operations if the disposal represents a strategic shift that has (or
will have) a major effect on an entity’s operations. Classification as a discontinued operation occurs upon disposal or when the operation meets the criteria to be classified as held
for sale, if earlier. Where an operation is classified as discontinued, a single amount is presented on the face of the consolidated statements of operations. The amount of total
current assets, total non-current assets, total current liabilities and total noncurrent liabilities are presented separately on the consolidated balance sheets.
 
Use of estimates
 
The preparation of financial statements in conformity with US GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of Revenue and expenses during the
period. Areas where management uses subjective judgment include, but are not limited to, provision for other receivables, estimating useful lives and impairment for intangible
assets, impairment of goodwill, valuation allowance for deferred tax assets and share-based compensation. Changes in facts and circumstances may result in revised estimates.
Actual results could differ from those estimates, and as such, differences may be material to the consolidated financial statements.
 
Foreign currency
 
The functional and reporting currency of the Company is the United States dollar ("U.S. dollars”, "US$” or "$”). The functional currency of the Company’s subsidiary, Mercurity
Limited, is U.S. dollars. The functional currency of the Company’s HK subsidiaries, Ucon, is the United States dollar ("U.S. dollars”, "US$” or "$”). The functional currency of
NBPay Investment limited is the United States dollar ("U.S. dollars”, "US$” or "$”). The functional currency of NBPay Fintech Pte Ltd is the United States dollar ("U.S. dollars”,
"US$” or "$”). The financial records of the Group’s subsidiary and VIE located in the PRC are maintained in their local currencies, the Renminbi ("RMB”), respectively, which are
also the functional currencies of these entities.
 
Transactions denominated in currencies other than the respective entities’ functional currencies are re-measured into the functional currencies, in accordance with Accounting
Standards Codification ("ASC”) 830 ("ASC 830”) Foreign Currency Matters, at the exchange rates prevailing on the transaction dates. Monetary assets and liabilities denominated
in foreign currencies are re-measured into the functional currencies at the exchange rates prevailing at the balance sheet date. All foreign exchange gains or losses are included in
the consolidated statements of operations.
 
Assets and liabilities are translated to the reporting currency at the exchange rates at the balance sheet date, equity accounts are translated at historical exchange rates and
Revenue, expenses, gains and losses are translated using the average rate for the year. Translation adjustments are reported as cumulative translation adjustments and are shown
as a separate component of consolidated statements of comprehensive loss.
 
Cash and cash equivalents
 
Cash and cash equivalents consist of cash on hand and demand deposits placed with banks or other financial institutions which are unrestricted as to withdrawal and use and
have original maturities less than three months.
 

F-18

 



 
Security Deposit
 
Security deposit is money that is given to a landlord, lender, or seller of a home or apartment as proof of intent to move in and care for the domicile.
 
The security deposits of the Company on the balance sheet for the year ended December 31, 2022 are the frozen funds deposited in the Company’s bank account in accordance
with the office rental contract, including $33,909 which can be lifted within one year and $57,300 which can be lifted in the second and third years.
 
Short-term Investment
 
Short-term investment represents certificates of deposits and fixed coupon notes with original maturities of greater than three months but less than a year, as well as stocks and
ETFs held in the short term and readily available for sale.
 
Accounts receivable, net of allowance
 
Since January 1, 2020, the company adopted the new Current Expected Credit loss rule ("CECL” standard) and recognizes its estimate of expected credit losses as an allowance to
its account receivable.
 
The Company adopted this guidance effective January 1, 2020, with no material impact on its consolidated financial statements. The Company maintains the allowance for
estimated losses resulting from the inability of the Company’s customers to make required payments. The allowance represents the current estimate of lifetime expected credit
losses over the remaining duration of existing accounts receivable considering current market conditions and supportable forecasts when appropriate. The estimate is a result of
the Company’s ongoing evaluation of collectability, customer creditworthiness, historical levels of credit losses, and future expectations. Changes in the allowance for credit
losses are recognized in general and administrative expenses. Accounts receivable are written-off against the allowance for credit losses when management deems the accounts are
no longer collectible.
 
Allowance for credit losses related to the Company’s accounts receivable was $1,147,131 as of December 31, 2021. Due to the changes of the company’s management and business
team in the second half of 2021, the Company failed to collect the blockchain technical services receivable $1,092,208 from BGA FOUNDATION LTD and $54,923 from Beijing Qichi
Trading Ltd. in a timely manner. At the end of 2021, the Company made provision for doubtful accounts. Meanwhile, the company is also taking legal action to recover the money.
 
Property and equipment, net
 
Property and equipment are stated at cost and depreciated using the straight-line method over the estimated useful lives of the assets, as follows:
 
Category  Estimated Useful Life  Estimated Residual  
Machinery and equipment  6 years   10%
Electronics and office equipment  5 years   5%
 
Repair and maintenance costs are charged to expense as incurred, whereas the cost of renewals and betterment that extend the useful lives of property and equipment are
capitalized as additions to the related assets. Retirements, sales and disposals of assets are recorded by removing the cost and accumulated depreciation from the asset and
accumulated depreciation accounts with any resulting gain or loss reflected in the consolidated statements of comprehensive loss.
 
Intangible Assets
 
We classify the cryptocurrencies the Company hold as indefinite-lived intangible assets.
 
Intangible assets with indefinite useful life are not amortized and are tested for impairment annually or more frequently, if events or changes in circumstances indicate that they
might be impaired in accordance with ASC Subtopic 350-30, Intangibles-Goodwill and Other: General Intangibles Other than Goodwill ("ASC 350-30”).
 
The intangible assets of the Company are cryptocurrencies which are measured at cost less impairment. The cryptocurrencies received from cryptocurrency mining operations
recognize the cost of intangible assets based on the market price at the time of acquisition.
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Due to the price crash of Bitcoin in 2022, the Company, out of caution, decided to change the impairment test method of Bitcoin and other cryptocurrencies from testing once or
twice a year by calculating the fair value based on the average daily closing price of the past 12 months to testing every day by calculating the fair value based on the intraday low
price. ASC 350-30-35-18 and ASC 350-30-35-19 call for us to consider all circumstances that could lead to impairment of the intangible assets, take a more cautious method to test
whether impairment of the intangible assets is likely to occur, and test more frequently. The intraday low price of cryptocurrencies to be utilized in calculating impairment of our
cryptocurrencies held as that metric is the most accurate indicator of whether it is more likely than not that the asset is impaired.
 
We estimated the fair values of the Filecoins based on the intraday low price of the Coinbase platform every day, and we recognized $303,276 impairment loss of intangible assets
for the year ended December 31, 2023. As of December 31, 2023, the Company has not made positive progress in recovering its crypto assets out of control. Although it is
considered inappropriate from a legal perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company
still cannot estimate the time it may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of
control, to eliminate the potential significant uncertainty on the financial statements. The amount of the impairment of the crypto assets out of control (all of the Company’s
Bitcoins and USD Coins) for the year ended December 31, 2023 was $3,944,809.
 
We estimated the fair values of the cryptocurrencies based on the intraday low price of the Feixiaohao platform every day, and we recognized $3,144,053 impairment loss of
intangible assets for the year ended December 31, 2022. As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security Bureau.
The Sheyang County Public Security Bureau did not provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had not
been informed of any information that may prevent the Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of
December 31, 2022, we did not recognize any impairment losses related to the loss of control over these crypto assets.
 
We recognized $1,292,568 impairment loss of intangible assets for the year ended December 31, 2021 in the consolidated financial statements.
 
Impairment of goodwill
 
The Company annually, or more frequently if the Company believes indicators of impairment exist, reviews the carrying value of goodwill to determine whether impairment may
exist.
 
Specifically, goodwill impairment is determined using a two-step process. The first step compares the fair value of each reporting unit to its carrying amount, including goodwill. If
the fair value of each reporting unit exceeds its carrying amount, goodwill is not considered to be impaired and the second step will not be required. If the carrying amount of a
reporting unit exceeds its fair value, the second step compares the implied fair value of the affected reporting unit’s goodwill to the carrying value of that goodwill. The implied fair



value of goodwill is determined in a manner similar to accounting for a business combination with the allocation of the assessed fair value determined in the first step to the assets
and liabilities of the reporting unit. The excess of the fair value of the reporting unit over the amounts assigned to the assets and liabilities is the implied fair value of goodwill. An
impairment loss is recognized for any excess in the carrying value of goodwill over the implied fair value of goodwill. Estimating fair value is performed by utilizing various
valuation techniques, with the primary technique being a discounted cash flow.
 
The Company has determined to perform the annual impairment tests on December 31 of each year. All of the $8,107,014 goodwill as of December 31, 2020 was attributable to the
acquisition of Mercurity Limited and NBPay business. Because the entire business team and core technology of Mercurity Limited and NBPay were affiliated with their China
subsidiaries, the Company allocated all the goodwill to the China subsidiaries.
 
Due to the extremely adverse regulatory measures taken by the Chinese government in 2021 in the field of digital currency production and transaction, the Company’s board of
Directors decided on December 10, 2021 to divest the China subsidiaries of Mercurity Limited and NBPay controlled through VIE agreements, and the divestiture was completed on
January 15, 2022.
 
The Company considered that Mercurity Limited and NBPay would no longer be able to carry on their original businesses after the divestiture of these China subsidiaries, and the
present value of Mercurity Limited and NBPay’s reestimated future operating cash flows would be nil. The Company recognized that all of the $8,107,014 goodwill attributed to the
acquisition of Mercurity Limited and NBPay had no value as of December 31, 2021.
As a result, the Company recognized the impairment loss of goodwill of $8,107,014 for the year ended December 31, 2021, which is shown as loss from discontinued operations in
the consolidated income statement.
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Revenue recognition
 
On January 1, 2019, the Company adopted ASU No. 2014-09, Revenue from Contracts with Customers ("ASC 606”), which supersedes the revenue recognition requirements in ASC
Topic 605, Revenue Recognition ("ASC 605”), using the modified retrospective transition method applied to those contracts which were not completed as of January 1, 2019.
Results for reporting periods beginning after January 1, 2019 are presented under ASC 606, while prior period amounts have not been adjusted and continue to be reported in
accordance with historic accounting under ASC 605. The impact of adopting the new revenue standard was not material to consolidated financial statements and there was no
adjustment to beginning retained earnings on January 1, 2019.
 
Under ASC 606, an entity recognizes revenue as the Company satisfies a performance obligation when its customer obtains control of promised goods or services, in an amount
that reflects the consideration that the entity expects to receive in exchange for those goods or services. To determine revenue recognition for arrangements that an entity
determines are within the scope of ASC 606, the entity performs the following five steps: (i) identify the contract(s) with a customer; (ii) identify the performance obligations in the
contract; (iii) determine the transaction price, including variable consideration, if any; (iv) allocate the transaction price to the performance obligations in the contract; and (v)
recognize revenue when (or as) the entity satisfies a performance obligation. The Company only applies the five-step model to contracts when it is probable that the entity will
collect the consideration to which it is entitled in exchange for the goods or services it transfers to the customer.
 
Once a contract is determined to be within the scope of ASC 606 at contract inception, the Company reviews the contract to determine which performance obligations it must
deliver and which of these performance obligations are distinct. The Company recognizes revenue based on the amount of the transaction price that is allocated to each
performance obligation when that performance obligation is satisfied or as it is satisfied.
 
The Company generates revenue primarily from business consultation services and distributed storage and computing services in the year ended December 31, 2023.
 
The Company’s revenue recognition policies effective on the adoption date of ASC 606 are as follows:
 
Business consultation services
 
The Company recognized the realization of the consultation service revenue by using Output Methods. According to ASC 606-10-55-17, Output methods recognize revenue on the
basis of direct measurements of the value to the customer of the goods or services transferred to date relative to the remaining goods or services promised under the contract.
Output methods include methods such as surveys of performance completed to date, appraisals of results achieved, milestones reached, time elapsed, and units produced or units
delivered. When an entity evaluates whether to apply an output method to measure its progress, the entity should consider whether the output selected would faithfully depict the
entity’s performance toward complete satisfaction of the performance obligation. An output method would not provide a faithful depiction of the entity’s performance if the output
selected would fail to measure some of the goods or services for which control has transferred to the customer. For example, output methods based on units produced or units
delivered would not faithfully depict an entity’s performance in satisfying a performance obligation if, at the end of the reporting period, the entity’s performance has produced
work in process or finished goods controlled by the customer that are not included in the measurement of the output. The Company calculates the output value and recognizes
revenue by evaluating the percentage-of-completion of the contract at the end of each month.
 
On August 23, 2022, the Company signed a Consulting Agreement with a Chinese media company, pursuant to which the Company will serve as a business consultant in order to
facilitate the client to establish its operating entity in the United States and related financing strategy, and the agreed amount of the immutable consideration portion of the
agreement is $160,000. As of December 31, 2022, approximately 50% of the agreed services had been completed as scheduled, and the Company recognized consultation services
revenue of $80,000 for the year ended December 31, 2022 based on the percentage-of-completion. As of December 31, 2023, all the agreed services under this agreement have been
completed, and the Company recognized consultation services revenue of $80,000 for the year ended December 31, 2023 based on the percentage-of-completion.
 
On August 1, 2023, the Company signed a supplementary comprehensive service agreement with the Chinese media company. The Company will continue to assist the client in
providing management consulting services and introducing professional service agency resources. The Company expects to receive no less than $150,000 in revenue from this new
agreement within the next year. As of December 31, 2023, approximately 40% of the agreed services had been completed as scheduled, and the Company recognized consultation
services revenue of $60,000 for the year ended December 31, 2023 based on the percentage-of-completion.
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On November 1, 2023, the Company signed a financial consulting agreement with a American logistics company. The Company will serve as a business consultant in order to
facilitate introductions between the Company’s clients and esteemed third-party audit firms, legal representatives, and underwriting entities that are crucial for the clients’
fundraising endeavors within the U.S. capital market. The Company expects to receive $50,000 in revenue from this agreement within the next year. As of December 31, 2023,
approximately 40% of the agreed services had been completed as scheduled, and the Company recognized consultation services revenue of $20,000 for the year ended December
31, 2023 based on the percentage-of-completion.
 
Distributed storage and computing services
 
The Company’s distributed storage and computing services business includes cryptocurrency mining and cloud storage services for other decentralized platform operators.
 
From October 2021 to April 2022, the Company obtained the usage rights of a certain number and specific models of Bitcoin mining machines and specific business premises by



executing contracts with the sharing mining service provider, and registered as users on the mining pool website, complying with the general terms and conditions required to join
the mining pool published on the mining pool website, to increase computing power to the mining pool. In exchange for providing computing power, the Company was entitled to a
fractional share of the fixed digital asset awards the mining pool operator receives, for successfully adding blocks to the blockchain. The Company’s fractional share was relative to
the proportion of computing power the Company contributed to the mining pool operator toward the total computing power contributed by all mining pool participants in solving
the current algorithm. Providing computing power in digital asset transaction verification services was an output of the Company’s ordinary activities. The provision of such
computing power was the only performance obligation in the general terms of the mining pool website. The transaction consideration the Company received, if any, was noncash
consideration, which the Company measured at fair value on the date received, which was not materially different than the fair value at contract inception or the time the Company
had earned the award from the pools. These considerations were all variable. Since significant reversals of cumulative revenue were possible given the nature of the assets, the
consideration was constrained until the mining pool operator successfully places a block (by being the first to solve an algorithm) and the Company received confirmation of the
consideration it would receive, at which time revenue was recognized. There was no significant financing component related to these transactions. Fair value of the digital assets
award received was determined using the quoted price of the related digital assets at the time of receipt. The Company earned $783,090 in Bitcoin mining revenue from shared
mining operations for the year ended December 31, 2022, and $664,307 for the year ended December 31, 2021. Due to the sharp fluctuations in the price of Bitcoin over the past two
years, from May 2022 to the end of 2023, the Company did not carry out any business related to Bitcoin mining.
 
On December 15, 2022, the Company entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3
decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5.98 million, payable in
the Company’s ordinary shares. Starting on December 20, 2022, the Company uses some of the storage capacity of these devices for Filecoin mining business, and other storage
capacity will be used to provide cloud storage services to distributed application product operators. The Company has rented the Filecoin mining operating premises located in
New Jersey, United States from Cologix US, Inc. and the Company has entered into the Filecoin mainnet as a miner by registering as a user on the Filecoin mainnet, complying with
the general terms and conditions required to become a miner published on the Filecoin mainnet. The essence of Filecoin mining business is that the Company utilizes its Web3
decentralized storage infrastructure and provide cloud storage services to the end customers through the Filecoin mainnet. In exchange for providing storage capacity, the
Company is entitled to a fractional share of the fixed digital asset awards from the Filecoin mainnet, for successfully adding blocks to the blockchain. The Company’s fractional
share is relative to the proportion of storage capacity we contribute to Filecoin mainnet toward the total storage capacity contributed by all the Filecoin mainnet’s participants in
solving the current algorithm. Providing storage capacity in digital asset transaction verification services is an output of the Company’s ordinary activities. The provision of such
storage capacity is the only performance obligation in the general terms of the Filecoin mainnet. The transaction consideration the Company receives, if any, is noncash
consideration, which the Company measures at fair value on the date received, which is not materially different than the fair value at contract inception or the time the Company
has earned the award from the Filecoin mainnet. These considerations are all variable. Since significant reversals of cumulative revenue are possible given the nature of the assets,
the consideration is constrained until the all the miners successfully places a block (by being the first to solve an algorithm) and the Company receives confirmation of the
consideration it will receive, at which time revenue is recognized. There is no significant financing component related to these transactions. Fair value of the digital assets award
received is determined using the quoted price of the related digital assets at the time of receipt. For the year ended December 31, 2022 and 2023, we earned $348 and $285,928
respectively in Filecoin mining revenue from physical mining operations, and did not receive any revenue from providing cloud storage services to decentralized platform
operators.
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Cost of revenue
 
Business consultation services
 
The cost of consultation services consists primarily of payroll of the consultation project team. The cost of consultation services was recognized in the amount of $19,000 and
$138,092 respectively for the year ended December 31, 2022 and 2023.
 
Distributed storage and computing services
 
The cost of the Bitcoin shared mining operation includes the rental fee of the mining machine and the mine site, electricity and other possible operation and maintenance expenses.
There were no Bitcoin mining operations in the year ended December 31, 2023. The cost of Bitcoin shared mining operations was recognized in the year ended December 31, 2022 in
the amount of $1,291,784, including $1,036,741 for mining machines and mine leases and $255,043 for electricity.
 
The cost of the Filecoin physical mining operation includes mining machine depreciation costs, mine site lease costs (including electricity), direct labor costs and software
licensing costs. The cost of Filecoin physical mining operations was recognized in the year ended December 31, 2023 in the amount of $1,286,220, including mining machine
depreciation costs of $897,435, mine lease costs (including electricity) of $291,347, direct labor costs of $4,000, and software licensing costs of $93,438. The cost of Filecoin physical
mining operations was recognized in the year ended December 31, 2022 in the amount of $69,817, including mining machine depreciation costs of $$28,950, mine lease costs
(including electricity) of $22,075, direct labor costs of $4,000, and software licensing costs of $14,792.
 
Sales and marketing expenses
 
Sales and marketing expenses consist primarily of project referral fees for consultation services business. These costs are expensed as incurred.
 
Operating leases
 
The Company determines whether an arrangement contains a lease at the inception of the arrangement. If a lease is determined to exist, the term of such lease is assessed based on
the date on which the underlying asset is made available for the Company’s use by the lessor. The Company’s assessment of the lease term reflects the non-cancelable term of the
lease, inclusive of any rent-free periods and/or periods covered by early-termination options which the Company is reasonably certain of not exercising, as well as periods covered
by renewal options which the Company is reasonably certain of exercising. The Company also determines lease classification as either operating or finance at lease commencement,
which governs the pattern of expense recognition and the presentation reflected in the consolidated statements of operations over the lease term.
 
For leases with a term exceeding 12 months, an operating lease liability is recorded on the Company’s consolidated balance sheet at lease commencement reflecting the present
value of its fixed minimum payment obligations over the lease term. A corresponding operating lease right-of-use asset equal to the initial lease liability is also recorded, adjusted
for any prepaid rent and/or initial direct costs incurred in connection with execution of the lease and reduced by any lease incentives received. For purposes of measuring the
present value of its fixed payment obligations for a given lease, the Company uses its incremental borrowing rate, determined based on information available at lease
commencement, as rates implicit in its leasing arrangements are typically not readily determinable. The Company’s incremental borrowing rate reflects the rate it would pay to
borrow on a secured basis and incorporates the term and economic environment of the associated lease.
 
For the Company’s operating leases, fixed lease payments are recognized as lease expense on a straight-line basis over the lease term. For leases with a term of 12 months or less,
any fixed lease payments are recognized on a straight-line basis over the lease term and are not recognized on the Company’s consolidated balance sheet as an accounting policy
election. Leases qualifying for the short-term lease exception were insignificant. Variable lease costs are recognized as incurred and primarily consist of common area maintenance
and utility charges not included in the measurement of right of use assets and operating lease liabilities.
 
The leasing activities of the Company during 2022 and 2023 are all for the Company to lease the office as the lessee and the Company classified them as operating leases, among
which, the Company signed a long-term lease contract with a term of about 35 months for the New York office. The Company recognized right-of-use assets and lease liabilities on
the consolidated balance sheet as of December 31, 2022 and 2023.
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Income taxes
 
The Company follows the liability method in accounting for income taxes in accordance to ASC topic 740 ("ASC 740”), Income Taxes. Under this method, deferred tax assets and
liabilities are determined based on the difference between the financial reporting and tax bases of assets and liabilities using enacted tax rates that will be in effect in the period in
which the differences are expected to reverse. The Company records a valuation allowance against deferred tax assets if, based on the weight of available evidence, it is more-
likely-than-not that some portion, or all, of the deferred tax assets will not be realized.
 
The Company applies the provision of ASC 740 to account for uncertainty in income taxes. ASC 740 clarifies the accounting for uncertainty in income taxes by prescribing the
recognition threshold a tax position is required to meet before being recognized in the consolidated financial statements.
 
The Company has elected to classify interest and penalties related to unrecognized tax benefits, if and when required, as part of income tax expense in the consolidated statements
of operations.
 
Share-based payments
 
In the second quarter of 2017, the Company elected to early adopt ASU No. 2016-09, Compensation Stock Compensation ("ASC 718”): Improvement to Employee Share based
Payment Accounting.
 
Share options and restricted shares granted to employees and directors are accounted for under ASC 718, "Compensation – Stock compensation”. In accordance with ASC 718, the
Company determines whether a share option or restricted shares should be classified and accounted for as an equity award. All grants of share options and restricted shares to
employees and directors classified as equity awards are recognized in the financial statements based on their grant date fair values.
 
Share-based payment awards with employees are measured based on the grant date fair value of the equity instrument issued, and recognized as compensation costs using the
straight-line method over the requisite service period, which is generally the vesting period of the options, with a corresponding impact reflected in additional paid-in capital.
 
The total amount of compensation cost recognized at the end of the requisite service period for an award of share-based compensation shall be based on the number of
instruments for which the requisite service has been rendered (that is, for which the requisite service period has been completed). Previously recognized compensation cost shall
not be reversed if an employee share option (or share unit) for which the requisite service has been rendered expires unexercised (or unconverted). To determine the amount of
compensation cost to be recognized in each period, the Company shall make an entity wide accounting policy for all employee share-based payment awards to do the following:
Recognize the effect of awards for which the requisite service is not rendered when the award is forfeited (that is, recognize the effect of forfeitures in compensation cost when
they occur). Previously recognized compensation cost for an award shall be reversed in the period that the award is forfeited.
 
For share-based payment awards with market conditions, such market conditions are included in the determination of the estimated grant-date fair value. If the incentivized
employee does not meet the agreed market conditions on the grant-date, then the corresponding shares will be forfeited or the corresponding percentage of the proposed shares
will be forfeited in proportion to the failure to meet the market conditions. The fair value of the shares granted to employees at the grant-date is the consideration adjusted for the
satisfaction of market conditions.
 
Some awards contain a market condition. The effect of a market condition is reflected in the grant-date fair value of an award. Compensation cost thus is recognized for an award
with a market condition provided that the good is delivered or the service is rendered, regardless of when, if ever, the market condition is satisfied.
 
A change in any of the terms or conditions of share-based payment awards is accounted for as a modification of awards. The Company measures the incremental compensation
cost of a modification as the excess of the fair value of the modified awards over the fair value of the original awards immediately before its terms are modified, based on the share
price and other pertinent factors at the modification date. For vested awards, the Company recognizes incremental compensation cost in the period the modification occurred. For
unvested awards, the Company recognizes, over the remaining requisite service period, the sum of the incremental compensation cost and the remaining unrecognized
compensation cost for the original award on the modification date.
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Net loss per share
 
Basic loss per ordinary share is computed by dividing net loss attributable to ordinary shareholders by the weighted average number of ordinary shares outstanding during the
period.
 
Diluted loss per ordinary share reflects the potential dilution that could occur if securities were exercised or converted into ordinary shares. The Company had stock options and
restricted share units, which could potentially dilute basic loss per share in the future. To calculate the number of shares for diluted loss per ordinary share, the effect of the stock
options and restricted share units is computed using the treasury stock method. Potential ordinary shares in the diluted net loss per share computation are excluded in periods of
losses from operations, as their effect would be anti-dilutive.
 
In accordance with ASC Topic 260, Earnings per Share ("ASC 260”), basic loss per share is computed by dividing net loss attributable to ordinary shareholders by the weighted
average number of unrestricted ordinary shares outstanding during the year. Diluted loss per share is calculated by dividing net loss attributable to ordinary shareholders as
adjusted for the effect of dilutive ordinary equivalent shares, if any, by the weighted average number of ordinary and dilutive ordinary equivalent shares outstanding during the
period. Contingently issuable shares, including performance-based share awards and contingent considerations to be settled in shares, are included in the computation of basic
earnings per share only when there is no circumstance under which those shares would not be issued. Contingently issuable shares are included in the denominator of the diluted
loss per share calculation as of the beginning of the period or as of the inception date of the contingent share arrangement, if later, only when dilutive and when all the necessary
conditions have been satisfied as of the reporting period end.
 
For contracts that may be settled in ordinary shares or in cash at the election of the Company, share settlement is presumed, pursuant to which incremental shares relating to the
number of shares that would be required to settle the contract are included in the denominator of diluted loss per share calculation if the effect is more dilutive. For the contracts
that may be settled in ordinary shares or in cash at the election of the counterparty, the more dilutive option of cash or share settlement is used for the purposes of diluted loss per
share calculation, pursuant to which share settlement requires the number of shares that would be required to settle the contract be included in the denominator whereas cash
settlement requires an adjustment to be made to the numerator for any changes in income or loss that would result as if the contract had been classified as an asset or a liability for
accounting purposes during the period for a contract that is classified as equity for accounting purposes, if the effect is more dilutive. Ordinary equivalent shares consist of the
ordinary shares issuable upon the exercise of the share options, using the treasury stock method. Ordinary share equivalents are excluded from the computation of diluted loss per
share if their effects would be anti-dilutive.
 
Comprehensive income (loss)
 
Comprehensive income (loss) is defined as the decrease in equity of the Company during a period from transactions and other events and circumstances excluding transactions



resulting from investments by owners and distributions to owners. Comprehensive gain (loss) is reported in the consolidated statements of comprehensive loss, including net loss
and foreign currency translation adjustments, presented net of tax.
 
Segment reporting
 
The Company follows ASC 280, Segment Reporting. The Company’s Chief Executive Officer or chief operating decision-maker reviews the consolidated financial results when
making decisions about allocating resources and assessing the performance of the Company as a whole and hence, the Company has only one reportable segment. Almost all of
the Company’s revenue in 2023 came from its US subsidiary MFH Tech, but as of December 31, 2023, due to the Company’s business being still in the adjustment stage, the
Company has not yet divided into geographical divisions for independent business development and management. The Company’s future revenue will mainly come from three
different business entities, including MFH Tech, Chaince Securities and Ucon Capital. The Company will add segment reports for different geographies and businesses after the
completion of business architecture adjustments.
 
Fair value
 
Fair value is the price that would be received from selling an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
When determining the fair value measurements for assets and liabilities required or permitted to be recorded at fair value, the Company considers the principal or most
advantageous market in which it would transact and it considers assumptions that market participants would use when pricing the asset or liability.
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Authoritative literature provides a fair value hierarchy, which prioritizes the inputs to valuation techniques used to measure fair value into three broad levels. The level in the
hierarchy within which the fair value measurement in its entirety falls is based upon the lowest level of input that is significant to the fair value measurement as follows:
 
Level 1 - inputs are based upon quoted prices for instruments traded in active markets.
 
Level 2 - inputs are based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar instruments in markets that are not active, and model-
based calculation techniques for which all significant assumptions are observable in the market or can be corroborated by observable market data for substantially the full term of
the assets or liabilities.
 
Level 3 - inputs are generally unobservable and typically reflect management’s estimates of assumptions that market participants would use in pricing the asset or liability. The fair
values are therefore determined using model-based techniques that include option pricing models, cash flow models, and similar techniques.
 
Fair value of financial instruments
 
Financial instruments include cash and cash equivalents, amounts due from a related party and accounts receivable. The carrying values of cash, amounts due from a related party
and accounts receivable approximate their fair values reported in the consolidated balance sheets due to the short-term maturities.
 
Financial assets and liabilities measured at fair value on a non-recurring basis include acquired assets and liabilities and goodwill based on Level 3 inputs in connection with
business acquisitions.
 
Recent accounting pronouncements
 
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326), Measurement of Credit Losses on Financial Instruments. This standard requires
a financial asset (or group of financial assets) measured at amortized cost basis to be presented at the net amount expected to be collected. The allowance for credit losses is a
valuation account that is deducted from the amortized cost basis of the financial asset(s) to present the net carrying value at the amount expected to be collected on the financial
assets. This standard is effective tor the Company on January 1, 2023.
 
4. CONCENTRATION OF RISK
 
Credit risk
 
Financial instruments that potentially expose the Company to concentrations of credit risk consist primarily of cash and cash equivalents. The Company places its cash and cash
equivalents with financial institutions with high-credit ratings and quality.
 
Vulnerability due to change of regulations or policies
 
The blockchain and cryptocurrency mining business could be significantly affected by, among other things, the regulatory and policy developments in international markets where
the Company operates. Governmental authorities are likely to continue to issue new laws, rules and regulations governing the blockchain and cryptocurrency industry in and
enhance enforcement of existing laws, rules and regulations.
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On January 15, 2022, the Company completed to dismantle the VIE structure and divest Beijing Lianji Technology Co. and Mercurity (Beijing) Technology Co., Ltd., which were
controlled by the VIE agreement, due to the impact of the adverse policies issued by the Chinese government on the original business. As of December 31, 2022, the Company’s
main business related to cryptocurrencies has moved to the United States.
 
Currency convertibility risk
 
From time to time, the Company’s businesses may be transacted in RMB, which is not freely convertible into foreign currencies. All foreign exchange transactions take place either
through Bank of China or other banks authorized to buy and sell foreign currencies at the exchange rates quoted by the People’s Bank of China. Approval of foreign currency
payments by the People’s Bank of China or other regulatory institutions requires submitting a payment application form together with suppliers’ invoices, shipping documents and
signed contracts. After the strategic shift mentioned above, the Company’s business is mainly transacted in U.S. dollar resulting minor exposure to currency convertibility risk.
 
Foreign currency exchange rate risk
 
From July 21, 2005, the RMB is permitted to fluctuate within a narrow and managed band against a basket of certain foreign currencies. For RMB against U.S. dollar, there was
depreciation of approximately 7.6% and 2.9% in the years ended December 31, 2022 and 2023 respectively. It is difficult to predict how market forces or PRC or U.S. government
policy may impact the exchange rate between the RMB and the U.S. dollar in the future.
 
To the extent that the Company needs to convert U.S. dollar into RMB for capital expenditures and working capital and other business purposes, appreciation of RMB against U.S.



dollar would have an adverse effect on the RMB amount the Company would receive from the conversion. Conversely, if the Company decides to convert RMB into U.S. dollar for
the purpose of making payments for dividends on ordinary shares, strategic acquisitions or investments or other business purposes, appreciation of U.S. dollar against RMB
would have a negative effect on the U.S. dollar amount available to the Company. In addition, a significant depreciation of the RMB against the U.S. dollar may significantly reduce
the U.S. dollar equivalent of the Company’s earnings or losses.
 
As the Company does not mainly carry out business in China in 2022 and 2023, the impact of foreign currency exchange is not significant.
 
5. CASH AND CASH EQUIVALENTS
 
Cash and cash equivalents consist of the following:
 
  December 31,   December 31,  
  2023   2022  

  US$   US$  
Cash (i)   15,120,483   7,446,664 
Cash equivalents (ii)   997,466   — 
Total   16,117,949   7,446,664 
 
(i) As of December 31, 2023, the Company’s cash includes: 1) Cash in hand of $200; 2) Demand deposit of $14,072,019 in bank accounts; 3) Cash of $1,048,464 in the

securities investment accounts and the Coinbase account. As of December 31, 2022, the Company’s cash was all demand deposits in bank accounts.
  
(ii) As of December 31, 2023, the Company’s cash equivalents were all U.S. Treasury Securities with a balance of $997,466 that can be traded at any time.
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6. SECURITY DEPOSIT
 
Security Deposit consist of the following:
 
  December 31,   December 31,  
  2023   2022  
  US$   US$  
Security Deposit which can be lifted within one year   33,700   33,909 
Security Deposit which can be lifted in the second and third years   57,300   57,300 
Total   91,000   91,209 
 
The security deposits of the Company on the balance sheet for the year ended December 31, 2023 are the frozen funds deposited in the Company’s bank account in accordance
with the office rental contract, including $33,700 which can be lifted within one year and $57,300 which can be lifted in the third year when the lease expires.
 
7. SHORT-TERM INVESTMENTS

 
Short-term investments consist of the following:
 

  December 31,   December 31,  
  2023   2022  
  US$   US$  
6-month Certificate of Deposits (i)   1,624,191   — 
ETF (ii)   594,492   — 
Common Stock (iii)   100,564   — 
Total short-term investments   2,319,247   — 
 
(i) On August 4, 2023, the Company deposited a Certificate of Deposits of $800,000 with a term of 6 months in Citi Bank, with an annual interest rate of 4.75%. As of December 31,

2023, the balance of this CD is $811,918, and the Company recognized the interest income of $11,918 for the year 2023.
  
 On August 30, 2023, the Company deposited a Certificate of Deposits of $500,000 with a term of 6 months in Citi Bank, with an annual interest rate of 4.75%. As of December

31, 2023, the balance of this CD is $507,921, and the Company recognized the interest income of $7,921 for the year 2023.
  
 On September 30, 2023, the Company deposited a Certificate of Deposits of $300,000 with a term of 6 months in Citi Bank, with an annual interest rate of 4.75%. As of December

31, 2023, the balance of this CD is $304,352, and the Company recognized the interest income of $4,352 for the year 2023.
  
(ii) On March 31, 2023, the Company purchased 5 SPDR SER TR SPDR BLOOMBERG 1-3 MNTH T BILL ETF as part of the investment portfolio at a cost of $465.93. As of

December 31, 2023, the market value of the ETF was $456.95, and the Company recognized the loss on market price of the ETF of $8.98 for the year 2023.
  
 On August 31, 2023, the Company purchased 6500 SPDR SER TR SPDR BLOOMBERG 1-3 MNTH T BILL ETF at a cost of $595,535.95. As of December 31, 2023, the market

value of the ETF was $594,035, and the Company recognized the loss on market price of the ETF of $1,500.95 for the year 2023.
  
(iii) As of December 31, 2023, the Company holds common stocks of FITELL CORP, with the amount of $100,564. The cost of these stocks was $328,590, and the Company

recognized the loss on market price of the stocks of $228,026.
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8. PREPAID EXPENSES AND OTHER CURRENT ASSETS, NET

 
Prepaid expenses and other current assets consist of the following:

 
  December 31,   December 31,  
  2023   2022  
  US$   US$  
Prepaid expenses   12,285   — 



Loan receivables from non-related parties (i)   2,200,000   10,925 
Other receivables from non-related parties (ii)   3,000,000   — 
Total prepaid expenses and other current assets   5,212,285   10,925 
 
(i) On December 12, 2023, considering the potential business cooperation prospects with Honor Star Ventures Limited in Hong Kong, the Company agreed to provide a loan of $2

million to Honor Star Ventures Limited, with a loan term of one year and an annual interest rate of 5%.
 

On July 12, 2023, Mercurity Fintech Technology Holding Inc. ("MFH Tech”) provided Fresh First Inc. ("Fresh First”) with a loan of $200,000, a short term of one month, and a
fixed interest of $1,000, to supplement the funds needed for its daily operation. On August 11, 2023, MFH Tech entered into a Loan Extension Agreement with Fresh First, as
which the maturity date of the original agreement is extended by an additional one year, such that the new maturity date shall be August 11, 2024.
 

(ii) On January 10, 2023, the Company entered into an asset purchase agreement (the "Original Contract”) with Jinhe Capital Limited ("Jinhe”), providing for the purchase of 5,000
Antminer S19 PRO Bitcoin mining machines, for an aggregate consideration of $9 million. On May 31, 2023, the Company and Jinhe entered into an amendment to the S19 Pro
Purchase Agreement, pursuant to which the parties have agreed to reduce the purchase order to no more than 2,000 Bitcoin miners for a total amount of no more than $3.6
million. As of December 31, 2023, the Company has paid the seller $3 million US dollars. On March 10, 2024, the Company and Jinhe entered into a Cancellation Agreement,
which cancelled and terminated the Original Contract and the amendment in its entirety, the prepayment of $3 million US dollars from the Company to Jinhe will be refunded to
the Company soon.

 
9. PROPERTY AND EQUIPMENT, NET

 
Property and equipment, net consist of the following:
 

  December 31,   December 31,  
  2023   2022  
  US$   US$  
Machinery and equipment (i)   5,982,900   5,982,900 
Electronics and office equipment   11,030   7,222 
Total property and equipment   5,993,930   5,990,122 
         
Less: Accumulated depreciation   927,918   28,949 
Less: Provision for impairment (ii)   307,733   — 
Property and equipment, net   4,758,279   5,961,173 

 
(i) On December 15, 2022, the Company entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of

Web3 decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of $5,980,000,
payable in the Company’s ordinary shares. According to the Valuation Report for the Market Value for the Cryptocurrency Mining Servers issued by International United
Consulting & Appraisal Limited on November 10, 2022, the market value of these assets is $5,980,000.

  
(ii) During 2023, approximately 20 machines of the Web3 decentralized storage infrastructure experienced severe malfunctions that prevented them from continuing

operations. The Company scrapped the machines and recognized an impairment loss of $307,734.
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10. INTANGIBLE ASSETS, NET
 
Intangible assets, net consist of the following:
 

  
December 31, 

2023   
December 31, 

2022  
  US$   US$ (as restated)  
Crypto assets for general investment (A)   705,309   288,419 
The right to recover the crypto assets (B)   —   3,944,809 
Total intangible assets, Net  $ 705,309  $ 4,233,228 
 
(A) Crypto assets for general investment
Crypto assets for general investment, net consist of the following:
 

  
December 31, 

2023   
December 31, 

2022  
  US$   US$ (as restated)  
Filecoin (i)   705,309   288,419 
Total crypto assets for general investment, net  $ 705,309  $ 288,419 
 
(i) As of December 31, 2023, the Company held 247,811.36 Filecoins with the carrying amount of $705,309, of which 104646.58 Filecoins came from the asset purchase agreement

with Huangtong International Co., Ltd. closed on December 15, 2022, about 79,780 Filecoins were borrowed from Huangtong International Co., Ltd. to meet the pledge needs
for Filecoin mining business, and 64,455.78 Filecoins came from the Filecoin physical mining business. Out of the 247,811.36 Filecoins, approximately 139,281 Filecoins are in a
pledged and locked position in the Company’s node accounts for the needs of Filecoin mining operating.

 
As of December 31, 2022, the Company held 104762.0706 Filecoins with the book value of $288,419, of which 104646.5806 Filecoins came from the supplementary agreement of
the asset purchase agreement with Huangtong International Co., Ltd. closed on December 15, 2022 and 115.49 Filecoins came from the Filecoin physical mining business.
 

The movement of the crypto assets for general investment for the year ended December 31, 2022 and 2023 is as follows:
 

  For the year ended December 31,  
  2023   2022  
  US$   US$ (as restated)  

Balance as of January 1, 2023 and 2022   288,419   7,277,717 
Addition: received crypto assets payments (i)   —   315,028 
Purchase or borrowing (ii)   434,238   — 
Mining out (iii)   285,928   327,605 
Deduction: disposal of crypto assets (iv)   —   (998,902)



Impairment (v)   (303,276)   (817,609)
Crypto assets out of control reclassified to the right to recover the crypto assets (vi)   —   (5,815,420)
Balance as of December 31, 2023 and 2022   705,309   288,419 
 
(i) The Company received 104646.5806 Filecoins with the book value of $315,028 from Huangtong International Co., Ltd., as an additional consideration for the Company’s shares

on December 20, 2022. The company received these Filecoins on December 20, 2022, and recognized the book value based on the day’s closing trading price of the
"Feixiaohao” platform, a cryptocurrency information platform that gathers data from major global cryptocurrency exchanges.

 
(ii) During 2023, about 79,780 Filecoins with the book value of $434,238 were borrowed from Huangtong International Co., Ltd. to meet the pledge needs for Filecoin mining

business.
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(iii) During 2023, the Company mined out 64,340.29 Filecoins from the Filecoin physical mining business, and the Company recognized a total revenue of $285,928 based on the

lowest transaction price on the Coinbase platform on the day of receiving the Filecoin rewards.
 

From January 1 to February 16 in 2022, the Company mined out 7.86772699 Bitcoin from the Bitcoin shared mining business, and recognized the book value based on the day’s
closing trading price of the "Feixiaohao” platform of $327,257. In December 2022, the Company mined out 115.49 Filecoins from the Filecoin physical mining business, the fair
market at the date the Filecoins were mined out was $348.
 

(iv) During the year ended 2022, the Company sold 1,000,000 USD coins with the book value of $998,902 and get $968,934 into the Company’s bank account.
 

(v) We estimated the fair values of the cryptocurrencies based on the lowest transaction price on the Coinbase platform every day and totally recognized $303,276 impairment loss
for the year ended December 31, 2023.

 
We estimated the fair values of the crypto assets based on the intraday low price every day and recognized $790,652 impairment loss for the six months ended June 30, 2022,
including $784,788 impairment loss of Bitcoins for the period from January 1, 2022 to February 16, 2022 (when the Bitcoins still under the Company’s control), and $5,864
impairment loss of Tether USDs.
 

(vi) On February 16, 2022, the Wei Zhu incident resulted in the Company losing control of all the Bitcoins and USD Coins. We reclassified all the USD Coins out of control as the
right to recover the crypto assets, as detailed in the following "(2) The right to recover the crypto assets”. As of February 16, 2022, the book value of the Bitcoins and USD
Coins out of control was $5,815,420.

 
(B) The right to recover the crypto assets (The crypto assets that are outside of the Company’s control).
 
The right to recover the crypto assets, net consist of the following:
 

  
December 31, 

2023   
December 31, 

2022  
  US$   US$ (as restated)  
Bitcoin   —   1,952,598 
USD Coin   —   1,992,211 
Total the right to recover the crypto assets, net  $ —  $ 3,944,809 
 
On February16, 2022, the former acting Chief Financial Officer Wei Zhu, who was also the Company’s former Co-Chief Executive Officer, and a former member and Co-Chairperson
of the Board, was taken away from the Company’s office in Shenzhen, China for personal reasons to cooperate with the investigation from Sheyang County Public Security Bureau,
Yancheng City, Jiangsu Province, People’s Republic of China. At the same time, Sheyang County Public Security Bureau forcibly removed the safe belonging to the Company that
stored the digital asset hardware cold wallet, and forcibly destroyed the safe and seized the crypto asset hardware cold wallet and all crypto assets stored in it, and we verified that
95.23843 Bitcoins and 2005537.5 USD Coins with a book value as of December 31, 2022 of $3,469,762 stored in the out-of-control wallet had been transferred to another unknown
wallet.
 
The deposit status of the Bitcoins and USD Coins that are outside of the Company’s control on December 31, 2023 are as follows:
 

     
The portion that was still stored in the

hardware cold as of December 31, 2023   

The portion that that are forwarded to
unknown addresses as of December 31,

2023  
Crypto assets  Quantities   Quantities   Quantities  

          
Bitcoins   125.8584797   30.62004   95.23843 
USD Coins   2005537.50   —   2005537.5 
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The movement of the right to recover the crypto assets for the year ended December 31, 2023 and 2022 is as follows:
 

  
December 31, 

2023   
December 31, 

2022  
  US$   US$ (as restated)  
Balance as of January 1, 2023 and 2022   3,944,809   — 
Crypto assets out of control reclassified to the right to recover the crypto assets (i)   —   5,815,420 
Mining out (ii)   —   455,833 
Impairment (iii)   (3,944,809)   (2,326,444)
Balance as of December 31, 2023 and 2022   —   3,944,809 
 
(i) On February 16, 2022, the Wei Zhu incident resulted in the Company losing control of all the Bitcoins and USD Coins. We reclassified all the USD Coins out of control as the

right to recover the crypto assets. The book value on February16, 2022 of the Bitcoins and USD Coins stored in the out-of-control wallet was $5,815,420, including
114.86129105 Bitcoins with the book value of $3,823,209 and 2,005,537.50 USD Coins with the book value of $1,992,211.

 
(ii) From February 17 to April 30 in 2022, the Company mined out 10.99718523 Bitcoin from the Bitcoin shared mining business, and recognized the book value based on the day’s

closing trading price of the "Feixiaohao” platform of $455,833. Although the wallet that received these mining generated Bitcoins was already in a state of loss of control on



February 16, 2022, the Company failed to respond quickly to the Wei Zhu incident, resulting in the Bitcoins produced during the mining period from February 17 to April 30,
2022 being also in a state of loss of control upon acquisition.

 
(iii) A s of April 22, 2024, the Company has not made positive progress in recovering its crypto assets out of control. Although it is considered inappropriate from a legal

perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot estimate the time it
may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, with the impairment
amount of $3,944,809 for the year ended December 31, 2023, to eliminate the potential significant uncertainty on the financial statements.

 
As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security Bureau. The Sheyang County Public Security Bureau did not
provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had not been informed of any information that may prevent
the Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of December 31, 2022, we did not recognize any
impairment losses related to the loss of control over these crypto assets.
 
We estimated the fair values of the crypto assets based on the intraday low price every day and no impairment loss of the right to recover the crypto assets was recognized for
the year ended December 31, 2023.
 
We estimated the fair values of the crypto assets based on the intraday low price every day and recognized $2,326,444 impairment loss for the year ended December 31, 2022,
all of which came from the impairment loss of Bitcoins for the period from February 17 to December 31 in 2022.
 

PRC law firm Deheng Law Office ("Deheng”) has been representing the Company in our efforts to recover the wrongfully seized cold wallet and cryptocurrencies from the Public
Security Bureau. On behalf of the Company, Deheng went to Sheyang Public Security Bureau several times to communicate with the police officer in charge of Wei Zhu’s case, and
Deheng learned that Sheyang Public Security Bureau suspected that the cryptocurrencies belonged to the Company was related to Wei Zhu’s case without any evidence and
because Wei Zhu’s case was still in the stage of investigation, they insisted on continuing to implement temporary measures to retain the seized assets. According to the legal
opinion issued by Deheng Law Firm, the ownership of the cryptocurrencies seized by Sheyang Public Security Bureau is clear and can be verified as belonging to the Company,
and the seizure of the Company’s cryptocurrencies by Sheyang Public Security Bureau is improper. If Public Security Bureau of Sheyang does not release the seizure of the
Company’s cryptocurrencies, Sheyang Public Security Bureau should issue a written decision in accordance with laws and regulations.
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On November 21, 2022, Deheng submitted the complaint and evidentiary materials to the Public Security Bureau of Sheyang County according to the Criminal Procedure Law and
the Provisions on Procedures of Handling Criminal Cases by Public Security Organs (the "PRC Criminal Law”). As of December 31, 2023, the Company and Deheng have not
received any definitive response from the Public Security Bureau of Sheyang County.
 
On October 12, 2023, the Company submitted the "Application for State Compensation” to the Public Security Bureau of Sheyang County. At the same time, the Company filed a
complaint and submitted the "Information and Supervision Application” with Public Security Bureau of Yancheng City (the superior department of Public Security Bureau of
Sheyang County), urging the Public Security Bureau of Yancheng City to compel the Public Security Bureau of Sheyang County to make a decision as to the seized digital
currencies. On November 22, 2023, the Company received a response from the Public Security Bureau of Sheyang County, rejecting the Company’s "Application for State
Compensation”. The Public Security Bureau of Sheyang County claimed that the criminal responsibility for the relevant case has not been terminated, and the Company should
submit the "Application for State Compensation” after the criminal responsibility for the relevant case has been terminated. In view of the unreasonable response from the Public
Security Bureau of Sheyang County, the Company submitted the administrative reconsideration by mail to the Public Security Bureau of Yancheng City, the higher-level organ of
the Public Security Bureau of Sheyang County, on December 19, 2023.
 
The Company is currently still attempting to recover the wrongfully seized cold wallet and cryptocurrencies through administrative appeals. Considering the special situation of
China’s public security and judicial system, the Company has not considered directly filing a lawsuit against the Public Security Bureau of Sheyang County. Once the wrongfully
seized cold wallet and cryptocurrencies cannot be recovered through administrative appeals, the Company will have to resort to litigation to confront the Public Security Bureau of
Sheyang County and the relevant responsible persons. We together with Deheng will continue to vigorously pursue the Recovery Proceeding, attempting to regain its cold wallet
and cryptocurrencies contained therein, which we believe were wrongfully seized and impounded by the Public Security Bureau.
 
As of December 31, 2023, the Company has not made more positive progress in recovering its crypto assets out of control. Although it is considered inappropriate from a legal
perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot estimate the time it may
take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, to eliminate the potential
significant uncertainty on the financial statements.
 
(C) The impairment loss of intangible assets
 
Due to the price crash of Bitcoin in 2022, the Company, out of caution, decided to change the impairment test method of Bitcoin and other cryptocurrencies from testing once or
twice a year by calculating the fair value based on the average daily closing price of the past 12 months to testing every day by calculating the fair value based on the intraday low
price.
 
In addition, considering that we are still unable to estimate when the Company will be able to recover the Bitcoins and USD Coins that were improperly seized by the Sheyang
County Public Security Bureau, in order to eliminate the uncertainty caused by this incident to the Company’s consolidated financial statements, we have decided to make
impairment provisions for all those crypto assets out of control.
 
The impairment loss of intangible assets for the year ended December 31, 2023 and 2022 is detailed as follows:
 

  For the year ended December 31,  
  2023   2022  
  US$   US$  

Bitcoin (i)   1,952,598   3,111,232 
USD Coin (ii)   1,992,211   — 
Filecoin (iii)   303,276   26,957 
Tether USDs ("USDT”) (iv)   —   5,864 
Total impairment loss of intangible assets   4,248,085   3,144,053 
 
(i) A s of April 19, 2024, the Company has not made positive progress in recovering its crypto assets out of control. Although it is considered inappropriate from a legal

perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot estimate the time it
may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, with the impairment
amount of $3,944,809 for the year ended December 31, 2023, to eliminate the potential significant uncertainty on the financial statements.
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As of April 25, 2023, we had not been able to communicate effectively with the Sheyang County Public Security Bureau. The Sheyang County Public Security Bureau did not
provide a written response to the appeal materials submitted by the Company in accordance with regulations. We had not been informed of any information that may prevent
the Company from recovering these crypto assets out of control. Therefore, in our consolidated financial statements as of December 31, 2022, we did not recognize any
impairment losses related to the loss of control over these crypto assets.
 
We estimated the fair values of the crypto assets based on the intraday low price every day and no impairment loss of the of the Bitcoins was recognized for the year ended
December 31, 2023.
 
We recognized $3,111,232 impairment loss of Bitcoins in the year ended December 31, 2022, including $784,788 impairment loss of Bitcoins recognized for the period from
January 1 to February 16 in 2022, when the Bitcoins were still under the Company’s control, and $2,326,444 impairment loss of the right to restore the Bitcoins for the period
from February 17 to December 31 in 2022, when the Bitcoins became out of the Company’s control.
 

(ii) As of December 31, 2023, the Company has not made positive progress in recovering its crypto assets out of control. Although it is considered inappropriate from a legal
perspective for the Sheyang County Public Security Bureau to implement seizure procedures on the Company’s crypto assets, the Company still cannot estimate the time it
may take to recover those crypto assets. Therefore, the Company has decided to make a provision for impairment of all the crypto assets out of control, to eliminate the
potential significant uncertainty on the financial statements.

 
(iii) We estimated the fair values of the Filecoins based on the intraday low price of the Coinbase platform every day and recognized $303,276 impairment loss of Filecoins for the

year ended December 31, 2023. We estimated the fair values of the Filecoins based on the intraday low price of the Feixiaohao platform every day and recognized $26,957
impairment loss of Filecoins for the year ended December 31, 2022.

 
(iv) We recognized $5,864 impairment loss for the Tether USDs in the year ended December 31, 2022 due to the platform where the wallet of the $5,864 Tether USDs was stored had

gone out of business, we had been no longer able to withdraw the Tether USDs as of December 31, 2022.
 

11. PREPAYMENTS FOR LONG-TERM ASSET
 
Prepayments for long-term asset consist of the following:
 
  December 31,   December 31,  
  2023   2022  
  US$   US$  
Prepayments for acquisition (i)   120,000   — 
Total prepayments for long-term asset   120,000   — 

 
(i) On May 3, 2023, one of the Company’s US subsidiaries Chaince Securities entered into a Purchase and Sale Agreement for the acquisition of all assets and liabilities of

J.V. Delaney & Associates, an investment advisory firm and FINRA licensed broker dealer. As of December 31, the Company has paid the seller $120,000 US dollars.
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12. LONG TERM INVESTMENTS
 
Long term investments consist of the following:
 
  December 31,   December 31,  
  2023   2022  
  US$   US$  
Equity investments without readily determinable fair value   160,000   — 
Total long-term investments   160,000   — 
 
In May 2023, the Company invested, as one of the founding shareholders, in Fresh First Inc. or "FF”, a grocery delivery and online store platform focused on Asian markets in the
eastern United States. Neither the Company nor its wholly-owned subsidiaries directly participate in the daily operations of FF, which has its own independent professional
operation team. As of December 31, 2023, the Company has invested $160,000 in FF and holds about 13.67% of FF’s equity.
 
In accordance with ASC 321, the Company elected to use the measurement alternative to measure such investments at cost, less any impairment, plus or minus changes resulting
from observable price changes in orderly transactions for identical or similar investments of the same issuer, if any. The carrying amount of the Company’s equity investments
measured using the measurement alternative was $160,000 as of December 31, 2023. There was no impairment recognized for the year ended December 31, 2023.
 
13. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
 
Accrued expenses and other current liabilities consist of the following:
 
  December 31,   December 31,  
  2023   2022  

   US$    US$  
Accrued payroll and welfare   46,444   62,311 
Accounts payable   24,508   22,075 
Advance from customers   385,975   80,000 
Payables for professional fees   192,074   69,552 
Payables for borrowing Filecoin for initial pledge of the Filecoin mining business   434,237   — 
Income taxes payable   —   2,294 
Other taxes payable   3,292   258 
Payable financing advisory fees   480,000   — 
Other operating and management expenses   22,032     
Total accrued expenses and other current liabilities  $ 1,588,562  $ 236,490 

 
14. CONVERTIBLE NOTE
 
Convertible Note consist of the following:
 
  December 31,   December 31,  



  2023   2022  
   US$    US$  

Convertible Promissory Note   9,000,000   — 
Total convertible note  $ 9,000,000   — 
 
The Company entered into a Securities Purchase Agreement ("SPA”) with a non-U.S. investor (the "Purchaser”). Pursuant to the SPA dated January 31, 2023, the Company issued
the Purchaser an Unsecured Convertible Promissory Note (the "Note”) with a face value of $9 million (the "Proceeds”) upon receiving the Proceeds from the Purchaser on February
2, 2023. The Note shall bear non-compounding interest at a rate per annum equal to 5% from the date of issuance until repayment of the Note unless the Purchaser elects to convert
the Note into ordinary shares. If the Purchaser does not elect to convert the Note, then the outstanding principal amount and all accrued but unpaid interest on the Note shall be
due and payable upon the one-year anniversary of the Issuance Date of the Note (the "Maturity Date”).
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The Purchaser has the right to convert the outstanding balance (excluding any and all accrued but unpaid interest on the Note as of the date of such notice) under the Note into
the Company’s ordinary shares (the "Conversion Shares”) at a per share price equal to $0.00172, (70% of the average closing price of the American Depositary Receipts divided by
360 during the 30-consecutive trading day period immediately preceding the date of the Securities Purchase Agreement, equivalent to $0.688 per ordinary share after the share
consolidation effected on February 28, 2023) according to the terms and conditions of the Note. Prior to repayment of the Note, the Holder may, in its sole discretion, elect to
convert this Note during two select periods before the Maturity Date, including the fifteen days period preceding the calendar date six months after the date of issuance of the
Note (the "First Election Period”), as well as the fifteen days period preceding the Maturity Date (the "Second Election Period”).
 
As ASU No.2020-06, the embedded conversion features no longer are separated from the host contract for convertible instruments with conversion features that are not required to
be accounted for as derivatives under Topic 815, Derivatives and Hedging, or that do not result in substantial premiums accounted for as paid-in capital. Consequently, a
convertible debt instrument will be accounted for as a single liability measured at its amortized cost and a convertible preferred stock will be accounted for as a single equity
instrument measured at its historical cost, as long as no other features require bifurcation and recognition as derivatives.
 
15. INTEREST PAYABLE
 
Interest payable consist of the following:
 
  December 31,   December 31,  
  2023   2022  
  US$   US$  
Interest payable for Convertible Promissory Note   410,548   — 
Interest payable for Filecoin borrowed as initial pledge for Filecoin mining business   12,583   — 
Total interest payable  $ 423,131   — 
 
16. LEASES
 
As of December 31, 2023, the Company had operating leases for its New York, Shenzhen and Hong Kong offices. The remaining lease terms ranges from 0.08 to 1.75 years. The
Company’s lease agreements do not contain any material residual value guarantees or material restrictive covenants. The Company’s lease agreements do not contain any material
residual value guarantees or material restrictive covenants. As of December 31, 2023, the weighted average remaining lease term was 1.52 years and the weighted average discount
rate was 5%.
 
The following table presents the operating lease related assets and liabilities recorded on the Group’s consolidated balance sheet.
 
  December 31, 2023   December 31, 2022  
  US$   US$  
Right-of-use assets   556,104   873,878 
Impairment of right-of-use assets   —   — 
Right-of-use assets, net  $ 556,104   873,878 
         
Operating lease liabilities - current   352,178   269,675 
Operating lease liabilities – non-current   282,279   634,457 
Total operating lease liabilities  $ 634,457   904,132 
 
The following table presents the components of the Company’s office lease expense in the year ended December 31, 2022 and 2023, which are included in general administrative on
the consolidated statements of operations:
 
  For the year ended December 31,  
  2023   2022  
  US$   US$  
Operating lease cost   358,044   60,578 
Variable lease cost   —   — 
Operating lease expense  $ 358,044   60,578 
Short-term lease rent expense   57,621   31,301 
Total lease expense  $ 415,665   91,879 
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The following table summarizes the maturity of operating lease liabilities as of December 31, 2023:
 
   US$  
2024    375,940 
2025    288,594 
Total   $ 664,534 
Less: imputed interest    (30,077)
Present value of lease liabilities   $ 634,457 
 
17. INCOME TAXES



 
Cayman
 
Under the current laws of the Cayman Islands, the Company is not subject to tax on income or capital gains. In addition, upon payments of dividends by the Company to its
shareholders, no Cayman Islands withholding tax will be imposed.
 
British Virgin Islands
 
Under the current laws of the British Virgin Islands, subsidiaries incorporated in British Virgin Islands are not subject to tax on income or capital gains.
 
United States
 
Mercurity Fintech Technology Holding Inc. ("MFH Tech”) and Chaince Securities Inc. ("Chaince”) are incorporated in New York, USA. In accordance with the Federal Corporate
Income Tax Law, the Federal corporate income tax rate applicable to MFH Tech and Chaince is 21%. In accordance with the New York State Corporate Income Tax Law, the New
York State corporate income tax rate applicable to MFH Tech and Chaince is 6.5%.
 
Hong Kong
 
Under the Hong Kong tax laws, the Company’s subsidiaries in Hong Kong are subject to Hong Kong profits tax rate at 16.5%.
 
People’s Republic of China
 
The enterprise income tax (‘‘EIT’’) law applies a uniform 25% EIT rate to both foreign invested enterprises and domestic enterprises. The EIT rate for the Company’s entities
operating in the PRC is 25%.
 
Singapore
 
Under the Singapore tax laws, the Company’s subsidiary in Singapore is subject to Singapore profits tax rate at 17%.
 
For the year ended December 31, 2022 and 2023, loss or income before income taxes from continuing operations consists of:
 
  For the year ended December 31,  
  2023   2022  
  US$   US$  
Cayman Islands: Mercurity Fintech Holding Inc. ("MFH”)   (6,120,978)   (7,992,466)
US: Mercurity Fintech Technology Holding Inc. ("MFH Tech”)   (2,662,392)   8,776 
US: Chaince Securities Inc. ("Chaince”)   (45,346)   — 
Hong Kong: Ucon Capital (HK) Limited ("Ucon”)   (496,006)   (1,317,169)
PRC: Lianji Future Technology Ltd. ("Lianji Future”)   (121,212)   (177,053)
 
The current and deferred components of the income tax expense from continuing operations in the consolidated statements of comprehensive loss are as follows:
 
  For the year ended December 31,  
  2023   2022  
  US$   US$  
Current tax benefit (expense)   (587)   (2,294)
Deferred tax benefit (expense)   91,363   251,005 
Income tax benefit (expense)   90,776   248,711 
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The reconciliation of tax computed by applying the statutory income tax rate of 21% applicable to the US operation, 16.5% applicable to the Hong Kong operation, 25% applicable
to the PRC operation, and 17% applicable to the Singapore operation to income tax benefit from continuing operations is as follows:
  For the year ended December 31, 2023  
  US$   US$   US$   US$   US$  

  
US 

(MFH Tech)   
US 

(Chaince)   Hong Kong   PRC   Consolidated  
Income/(Loss) before income taxes   (2,662,392)   (45,346)   (496,006)   (121,212)   (2,837,327)
Income tax computed at applicable tax rates   (559,102)   (9,522)   (81,841)   (30,303)   (680,768)
Current losses unrecognized deferred income tax   559,102   —   —   30,303   589,405 
Prior income tax expense recognized in current period   587   —   —   —   587 
Income tax expenses/(benefits)   587   (9,522)   (81,841)   —   (90,776)
 

  For the year ended December 31, 2022  
  US$   US$   US$   US$  
  US   Hong Kong   PRC   Consolidated  

Income/(Loss) before income taxes   8,776   (1,317,169)   (177,053)   (1,485,445)
Income tax computed at applicable tax rates   1,843   (217,333)   (44,263)   (259,753)
Effect of different tax rates in different jurisdictions   451   —   —   451 
Non-deductible expenses   —   —   785   785 
Current losses unrecognized deferred income tax   —   —   43,478   43,478 
Prior losses recognized deferred income tax in current period   —   (33,672)   —   (33,672)
Income tax expenses/(benefits)   2,294   (251,005)   —   (248,711)
 
Deferred tax assets
 
The significant components of the Company’s deferred tax assets were as follows:
 
  December 31,   December 31,  
  2023   2022  



   US$    US$  
Deferred tax assets         
Net operating loss carry forwards   103,548   90,567 
Impairment of intangible assets   238,821   160,438 
Valuation allowance   —   — 
Total deferred tax assets   342,369   251,005 
 
18. SHAREHOLDERS’ EQUITY
 
On April 8, 2015, the Company completed its IPO on NASDAQ by offering 4,000,000 ADSs, representing 72 million ordinary shares at price of $10 per ADS. On April 27, 2015, the
Company issued an additional 220,000 ADSs, representing 3.96 million ordinary shares to the underwriter for exercising the overallotment option at price of $10 per ADS. The total
proceeds from issuance of ordinary shares upon IPO are $37,294,600, after deducting the IPO related cost of $3,000,000.
 
Upon the completion of the IPO, all of the Company’s then outstanding Series A-1, Series A-2 and Series B preferred shares were automatically converted into 12,202,988,
122,029,877 and 30,507,471 ordinary shares respectively, and immediately after the completion of the IPO, the indebtedness owed to Mr. Maodong Xu ("Mr. Xu”), one of the
Company’s shareholders, amounting to $69.4 million was converted into 124,835,802 ordinary shares.
 
On June 8, 2015, the Company issued 741,422,780 ordinary shares to the Company’s original shareholders for the acquisition of the Company. In addition, the Company initially
agreed to issue 72,000,000 ordinary shares of the Company to Mr. Xu at a purchase price of $0.5556 per share, for a total purchase price of $40,000,000. On September 7, 2015, the
Company and Mr. Xu reduced the number of shares to be purchased through a supplemental agreement resulting in a final subscription amount of $15,000,000 for 27,000,000
shares. On the same date, the Company issued an additional 27,000,000 ordinary shares to Mr. Xu in relation to his additional subscription.
 
On September 27, 2015, the Company issued and transferred 38,363,112 ordinary shares to its depositary bank representing 2,131,284 ADSs, to be issued to employees and former
employees upon the exercise of their vested share options and the registration of their vested RSUs.
 
On July 31, 2018, the Company decided to change the ADS-to-Share ratio from the ratio of one (1) ADS to eighteen (18) Shares to a new ratio of one (1) ADS to one hundred eighty
(180) Shares.
 
On May 21, 2019, the Company issued 632,660,858 ordinary shares to Unicorn’s original shareholders for the acquisition of Unicorn.
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On May 3, 2020, the Company issued 761,789,601 ordinary shares to NBpay’s original shareholders for the acquisition of NBpay.
 
On May 20, 2020, the Company issued 90,000,000 ordinary shares to an investor through private placement for $300,000.
 
On August 13, 2020, the Company issued and transferred 36,000,000 ordinary shares to its depositary bank representing 1,000,000 ADSs, to be issued to employees and former
employees upon the exercise of their vested share options and the registration of their vested RSUs.
 
On January 27, 2021 and March 3, 2021, the Company totally issued 210,000,000 ordinary shares to an investor for the private investment in public equity of $700,000.
 
On March 1, 2021, the Company issued and transferred 394,200,000 ordinary shares to its depositary bank representing 1,095,000 ADSs, to be issued to employees and former
employees upon the exercise of their vested share options and the registration of their vested RSUs.
 
On September 8, 2021, the Company issued 571,428,570 ordinary shares to three investors for the private investment in public equity of 105.2385 Bitcoins with a market value of $5
million.
 
On September 27, 2021, the Company issued and transferred 399,999,960 ordinary shares to its depositary bank representing 1,111,111 ADSs, to be issued to employees and former
employees upon the exercise of their vested share options and the registration of their vested RSUs.
 
On October 19, 2021, the Company issued 571,428,570 ordinary shares to three investors for the private investment in public equity of 5,000,000 USD Coins with a market value of
approximately $5 million.
 
On November 21, 2022, the Company issued 2,423,076,922 ordinary shares to three investors for the private investment in public equity (the "PIPE”) of $3.15 million, and issued
108,000,000 ordinary shares to pay the financing service fee of the PIPE.
 
On December 20, 2022, the Company issued 3,676,470,589 ordinary shares to two investors for the private investment in public equity (the "PIPE”) of $5 million.
 
On December 15, 2022, the Company entered into an asset purchase agreement with Huangtong International Co., Ltd., providing for the acquisition and purchase of Web3
decentralized storage infrastructure, including cryptocurrency mining servers, cables, and other electronic devices, for an aggregate consideration of USD$5,980,000, payable in the
Company’s 2,718,181,818 ordinary shares. The Company issued the 2,718,181,818 ordinary shares on December 23, 2022.
 
On December 23, 2022, the Company entered into a Securities Purchase Agreement in connection with a private investment in public equity (the "PIPE”) financing with an
accredited non-U.S. investor to offer and sell the Company’s units, each consisting of one ordinary share and three warrants for total gross proceeds of USD$5 million. The
Company issued the 4,545,454,546 ordinary shares to the investor upon receiving the $5 million from the investor on January 10, 2023.
 
On December 29, 2022, the Company’s Board of Directors approved to proceed with: 1) the share consolidation and simultaneous change of the ADR ratio; 2) the transfer of the
register of members of the Company; and 3) the termination of the deposit agreement. The Board approved the proposal on the share consolidation to the authorized share capital
(the "Share Consolidation”) at a ratio of four hundred (400)-for-one (1) with the par value of each ordinary share changed to US$0.004 per ordinary share. Further, as approved by
the Board, the Company will effect a simultaneous change of the American Depositary Receipts ("ADRs”) to ordinary share ratio from 1-to-360 to 1-to-1 (the "ADR Ratio Change”).
The Board approved to terminate the Deposit Agreement, as amended (the "Deposit Agreement”) effective on February 28, 2023, by and among the Company, Citibank, N.A., and
the holders and beneficial owners of American Depositary Shares outstanding under the terms of the Deposit Agreement dated as of April 13, 2015 and as amended.
 
On February 28, 2023, when the Share Consolidation was effective, the Company’s outstanding ordinary shares changed from 18,614,900,104 shares with a par value of $0.00001 per
share to 46,538,116 shares with a par value of $0.004 per share. We have revised the number of ordinary shares amounts in the revised consolidated statements of Changes in
Shareholders’ Equity for the year ended December 31, 2022 and 2021, to retroactively present our 1-for-400 share consolidation in February 2023 back to the earliest period
presented as stipulated in SAB 4C.
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On September 8, 2023, the Company totally issued 30,000 ordinary shares to two former independent directors as compensation for their previous services, and one legal advisor as



advisory fees.
 
On November 30, 2023, the Company priced a private investment in public equity ("PIPE”) offering, through which it sold an aggregate of 14,251,781 units of its securities, each
consisting of one (1) ordinary share and three (3) warrants, to one non-U.S. institutional investor at an offering price of $0.421 per unit, for the gross proceeds of $6 million, prior to
the deduction of fees and offering expenses payable by the Company. The warrants are exercisable to purchase up to a total of 42,755,344 ordinary shares, for a period of three
years commencing from November 30, 2023, at an exercise price of US$1.00 per ordinary share. The Company intends to utilize the net proceeds derived from the PIPE for general
working capital purposes, enhancing its human capital and business development. The PIPE financing proceeds were received on December 4, 2023.
 
As of December 31, 2023, the total outstanding common shares after the share consolidation is 60,819,897 shares.
 
19. SHARE BASED COMPENSATION
 
2011 Share Incentive Plan
 
On February 1, 2011, the Board of Directors approved the Company 2011 Share Incentive Plan (‘‘2011 Plan’’). The 2011 Plan provides for the grant of options, restricted shares, and
other share-based awards.
 
The Company recognized compensation cost on the share options and restricted shares to employees under 2011 Plan on a straight-line basis over the requisite service period. The
options granted during 2012 and 2013 vest ratably over 48 months and the options granted during 2014 vest on the first anniversary of the date of grant.
 
On July 27, 2015, the Board of Directors approved to grant 28,841,700 Restricted Share Units ("RSUs”) awards pursuant to the 2011 Plan. Each RSU represents the contingent right
of the participant to receive an ordinary share. Each RSU is an agreement to issue ordinary share at the time the award vests with zero exercise price. The issued RSUs will vest
50%, and 50%, respectively, on each anniversary of the grant date. The Company recognizes share-based compensation cost on the RSUs on a straight-line basis over the vesting
period from the grant date.
 
On September 1, 2015, the Board of Directors approved that all 3,312,618 unvested options and 28,639,900 RSUs granted under the 2011 Plan became vested and exercisable as of
September 1, 2015. Meanwhile, the Board of Directors also approved that all vested and accelerated vested options and RSUs shall be exercised within 2 years from the acceleration
date, i.e. September 1, 2017, which was subsequently extended by another 1 year approved by the Company on June 20, 2017. On August 31, 2018, the Company approved to
extend the expiration date of these Accelerated Awards by another 1 year to September 1, 2019. On August 31, 2019, the Company approved to extend the expiration date of these
Accelerated Awards by another 1 year to September 1, 2020. An amendment to an existing stock option to extend the exercise period is considered a modification of stock option.
The incremental value of the stock option granted to the current employees is recorded as additional compensation cost and the fair value of the modified stock option granted to
former employees is record as financial liability when it is material.
 
On July 1, 2016, under the 2011 Plan, the Board of Directors approved to grant 32,028,700 share options with exercise price of $0.20 per share to its employees and management.
40%, 30% and 30% of the shares subject to the options shall vest on the second, third and fourth anniversary of the vesting commencement date, respectively, provided that the
optionee continues to be a service provider to the Company.
 
On July 1, 2016, the Board of Directors also approved to grant 10,430,000 RSUs awards pursuant to the 2011 Plan. Each RSU represents the contingent right of the participant to
receive an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs will vest 100% when the
following two conditions are both met: a) on and after the first anniversary of the grant date and b) the market price of the Company’s ADS is not less than $7 per ADS.  As the
second condition was not met, nil RSU was vested as of December 31, 2019. The Company recognizes share-based compensation cost on the RSUs ratably over the 12 months
from the grant date.
 
On July 9, 2020, the Board of Directors also approved to grant 550,001 RSUs awards pursuant to the 2011 Plan. Each RSU represents the contingent right of the participant to
receive an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs has a four-year time-based
vesting schedule with a one-year cliff. After the cliff, 1/12 of the remaining granted shares vest each quarter until the four-year vesting period is over. The Company recognizes
share-based compensation cost on the RSUs ratably over the 4 years from the grant date.
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On January 3, 2021, the management approved to grant 123,000 RSUs awards pursuant to the 2011 Plan. Each RSU represents the contingent right of the participant to receive an
ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs can be exercised immediately.
 
On January 25, 2021, the management also approved to grant 224,000 RSUs awards pursuant to the 2011 Plan. Each RSU represents the contingent right of the participant to receive
an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs can be exercised immediately.
 
On March 1, 2021, due to a big change in the Company’s major shareholders, the management announced that all motivated employees could accelerate the exercise of all RSUs
that had been granted but had not yet reached the exercise period, with zero exercise price.
 
2020 Share Incentive Plan
 
On November 24, 2020, the Board of Directors approved the Company 2020 Share Incentive Plan ("2020 Plan”). The 2020 Plan permits the awards of options, restricted shares,
restricted share units or other types of awards approved by compensation committee of the board.
 
The Company recognized compensation cost on the restricted shares to employees under 2020 Plan on a straight-line basis over the requisite service period.
 
On November 24, 2020, the Board of Directors also approved to grant 205,600 RSUs awards pursuant to the 2020 Plan. Each RSU represents the contingent right of the participant
to receive an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs issued RSUs has a four-year
time-based vesting schedule with a one-year cliff. After the cliff, 1/12 of the remaining granted shares vest each quarter until the four-year vesting period is over. The Company
recognizes share-based compensation cost on the RSUs ratably over the 4 years from the grant date.
 
On January 3, 2021, the management also approved to grant 140,000 RSUs awards pursuant to the 2020 Plan. Each RSU represents the contingent right of the participant to receive
an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs can be exercised immediately.
 
On January 25, 2021, the management also approved to grant 100,000 RSUs awards pursuant to the 2020 Plan. Each RSU represents the contingent right of the participant to receive
an ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs can be exercised immediately.
 
On March 1, 2021, due to a big change in the Company’s major shareholders, the management announced that all motivated employees could accelerate the exercise of all RSUs
that had been granted but had not yet reached the exercise period, with zero exercise price.
 
On April 30, 2021, the management also approved to grant 20,000 RSUs awards pursuant to the 2020 Plan. Each RSU represents the contingent right of the participant to receive an
ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. The issued RSUs can be exercised immediately.



 
2021 Share Incentive Plan
 
On August 24, 2021, the Board approved the Company 2021 Share Incentive Plan ("2021 Plan”). The 2021 Plan permits the awards of restricted shares, restricted share units or
other types of awards approved by compensation committee of the board.
 
The Company recognized compensation cost on the restricted shares to employees under 2021 Plan on a straight-line basis over the requisite service period.
 
On August 25, 2021, the management approved to grant 1,099,443 RSUs awards pursuant to the 2021 Plan. Each RSU represents the contingent right of the participant to receive an
ordinary share. Each RSU is an agreement to issue ordinary shares at the time the award vests with zero exercise price. According to the decision of management, 527,777 RSUs can
be exercised immediately, 50% of the rest 571,666 RSUs has a six months time-based vesting schedule, 50% of the rest 571,666 RSUs has a twelve months time-based vesting
schedule.
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Restricted Shares Award Granted to Employees
 
There were no unvested restricted shares award issued under the 2011 Plan, 2020 Plan and the 2021 Plan at the beginning of the 2023. $558,395 and nil share-based compensation
charged to operating expenses of continuing operations for the year ended December 31, 2022 and 2023 under the 2011 Plan, 2020 Plan and 2021 Plan.
 
As of December 31, 2023, no unrecognized share-based compensation related to RSUs issued to employees and unrecognized share-based compensation related to share options
of continuing operations remained.
 
20. RELATED PARTY BALANCES AND TRANSACTIONS
 
Nature of the relationships with related parties:
Name  Relationship with the Company
Kaiming Hu  Previous owner of NBpay group, former shareholder of MFH
Zhiyou Wang  Former director of MFH’s affiliated companies, former shareholder of MFH
Radiance Holding (HK) Limited  Former shareholder of MFH
Wei Zheng  Director of MFH Tech
Ying Wang  Associated with Zhiyou Wang
 
a) As of December 31, 2023 and 2022, the following balance was due from the related party:
 
Net Amount due from the related party
    As of December 31,   As of December 31,  
    2023   2022  
    US$   US$  
Kaiming Hu  (i) —  — 
Wei Zheng  (ii)  —   25,000 
 
i. The receivable due from Mr. Kaiming Hu is $556,083 at the end of December 31, 2021, related to capital contribution. Due to the changes of the Company’s management and

business team in the second half of 2021, the Company failed to collect the receivable from Mr. Kaiming Hu in a timely manner. The Company made full provision for doubtful
accounts for this receivable at the end of 2021.

 
ii. On September 10, 2022, Mercurity Fintech Technology Holding Inc. ("MFH Tech”), a subsidiary of the Company, provided a loan of US $25,000 to Mr. Wei Zheng with a term

of one year. Mr. Wei Zheng serves as a director of our US subsidiary MFH Tech, and during 2023, this loan was converted into a reserve fund for the Company’s new
business. Mr Wei Zheng had the right to continue holding and using the reserve fund. As of December 31, 2023, Mr Wei Zheng had offset the reserve fund balance with the
Company’s business expenses advanced by him.
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b) As of December 31, 2023 and 2022, the following balance was due to the related party:
 
Net Amount due to the related party

    
As of December 31,

2023   
As of December 31, 

2022  
    US$   US$  
Zhiyou Wang  (i)  243,219   238,168 
Radiance Holding (HK) Limited  (ii)  273,000   273,000 
Ying Wang  (iii)  400,000   400,000 
 
i. The amounts represent the payables of $243,219 due to Zhiyou Wang related to the Company’s borrowing from shareholders because of a temporary shortage of RMB funds.

As of December 31, 2023, the Company has not yet repaid the loan due to the affiliated relationship between Zhiyou Wang and Wei Zhu. The Company may not repay the
debt until the Company recovers the digital assets wrongly seized by the Sheyang County Public Security Bureau.

ii. The amounts represent the payables of $273,000 due to Radiance Holding (HK) Limited related to the Company’s borrowing shares from shareholders to pay agency fees with
100,000 ADSs of the Company. As of December 31, 2023, the Company has not yet repaid the loan due to the affiliated relationship between Radiance Holding (HK) Limited
and Wei Zhu. The Company may not repay the debt until the Company recovers the digital assets wrongly seized by the Sheyang County Public Security Bureau.

iii. On June 13, 2022, the Company issued a promissory note to Ying Wang, a Singapore resident associated with Zhiyou Wang, in the principal amount of up to USD$5,000,000 to
provide for the Company’s working capital. The Note has a term of one year with the maturity date on June 1, 2023 and bears no interest other than any applicable imputed
interest charged by the appropriate government authority. The balance of the Note may be prepaid at any time before the Maturity Date. As of December 31, 2023, the
Company has not yet repaid the loan due to the affiliated relationship between Ying Wang and Wei Zhu. The Company may not repay the debt until the Company recovers the
digital assets wrongly seized by the Sheyang County Public Security Bureau.

 
21. COMMITMENTS AND CONTINGENCIES
 
Operating lease commitments



 
The Company leases certain office premises under non-cancellable leases. Rental expenses under operating leases for the year ended December 31, 2023 is $358,044.
 
The future aggregate minimum lease payments under non-cancellable operating lease agreements were as follows:
 
 
Future Periods  US$  
For the year ended December 31, 2024   375,940 
For the year ended December 31, 2025   288,594 
Total   664,534 
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22. STATUTORY RESERVES AND RESTRICTED NET ASSETS
 
In accordance with the Regulations on Enterprises with Foreign Investment of China and their articles of association, the Company’s subsidiary located in the PRC, being foreign
invested enterprises established in the PRC, are required to provide for certain statutory reserves. These statutory reserve funds include one or more of the following: (i) a general
reserve, (ii) an enterprise expansion fund or discretionary reserve fund, and (iii) a staff bonus and welfare fund. Subject to certain cumulative limits, the general reserve fund
requires a minimum annual appropriation of 10% of after-tax profit (as determined under accounting principles generally accepted in China at each year-end); the other fund
appropriations are at the subsidiaries’ or the affiliated PRC entities’ discretion. These statutory reserve funds can only be used for specific purposes of enterprise expansion, staff
bonus and welfare, and are not distributable as cash dividends except in the event of liquidation of our subsidiaries, our affiliated PRC entities and their respective subsidiaries.
The Company’s subsidiaries are required to allocate at least 10% of their after-tax profits to the general reserve until such reserve has reached 50% of their respective registered
capital. As of December 31, 2023, the Company’s PRC subsidiary did not have a general reserve that reached 50% of their registered capital threshold and therefore they will
continue to allocate at least 10% of their after-tax profits to the general reserve fund.
 
Appropriations to the enterprise expansion reserve and the staff welfare and bonus reserve are to be made at the discretion of the Board of Directors of each of the Company’s
subsidiaries.
 
As the Company’s PRC subsidiaries have been operating at a loss, they have yet to set aside any certain statutory reserves as of December 31, 2023, and the appropriation to
these reserves by the Company’s PRC subsidiary was $nil for the year ended December 31, 2023.
 
As a result of these PRC laws and regulations and the requirement that distributions by the PRC entities can only be paid out of distributable profits computed in accordance with
the PRC GAAP, the PRC entities are restricted from transferring a portion of their net assets to the Company. Amounts restricted include paid-in capital and the statutory reserves
of the Company’s PRC subsidiaries. As of December 31, 2023, the net assets of the Company’s PRC subsidiary were negative.
 
23. SUBSEQUENT EVENTS
 
Efforts to recover the Company’s misplaced digital assets (the "Recovery Proceeding”)
 
On February 4, 2024, the Yancheng Public Security Bureau replied to us with a "Criminal Compensation Review Decision”, supporting the actions of the Sheyang County Public
Security Bureau and rejecting the Company’s national compensation application. Yancheng Public Security Bureau also believes that because they suspect that the crypto assets
owned by the Company may be related to the suspect of the case they are investigating, and the Company can only apply for the national compensation after the relevant case is
ended.
 
It is obvious that the Yancheng Public Security Bureau has ignored the fact that the Sheyang County Public Security Bureau’s seizure of the Company’s crypto assets lacks legal
basis. Therefore, in accordance with the national compensation procedure, the Company mailed the relevant materials to the National Compensation Commission of Yancheng
Intermediate People’s Court on March 1, 2024, and applied to the National Compensation Commission of Yancheng Intermediate People’s Court for a compensation decision.
 
As of now, the Company is still attempting to recover those lost crypto assets through administrative appeals.
 
The amendment of the Securities Purchase Agreement for the Unsecured Convertible Promissory Note of $9 million
 
The Company and the Viner Total Investments Fund (the "Holder”) have entered into a Securities Purchase Agreement dated January 31, 2023, pursuant to which the Company
issued an Unsecured Convertible Promissory Note with issuance dated February 2, 2023 (the "Note”, as amended in accordance with this Agreement) to the Holder.
 
On February 2, 2024, the Company and the Holder entered into an amendment agreement of the Securities Purchase Agreement. The Company and the Holder desire to amend the
terms of the Note, pursuant to which the Company shall repay $1,500,000 of the original U.S.$9,000,000 principal amount to the Holder in consideration of amending certain terms of
the Note. The Adjusted Principal Amount of U.S.$7,500,000 from February 2, 2024 to February 1, 2025 (the "Maturity Date”), both at an annual rate of 5%, until the repayment of the
Note unless converted into ordinary shares of the Company in accordance with the agreed conversion conditions. Interest on this Note shall be computed on the basis of a 365-
day year and actual days elapsed. Interest accrued on this Note shall be payable in arrears on the Maturity Date of this Note and shall be forgiven and waived by the Holder upon
conversion of the Note. No more interest shall accrue on the Accrued Interest of the Original Note from the date hereof until the Maturity Date.
 
As of February 29, 2024, we have paid the interest of $450,000 for the period from February 2, 2023 to February 1, 2024, and repaid the principal of $1.5 million.
 
The cancellation of the Mining Machine Sale Contract between the Company and Jinhe Capital Limited
 
On March 10, 2024, the Company and Jinhe Capital Limited ("Jinhe”) entered into a Cancellation Agreement. According to the Cancellation Agreement, the original contract (under
which Jinhe agreed to sell and the Company agreed to purchase 5,000 pieces of Antminer S19 PRO for a total amount of $9 million) and the amendment (reducing the quantity from
5,000 pieces to 2,000 pieces of Antminer S19 PRO), were cancelled and terminated in its entirety. Both Jinhe and the Company release each other from all obligations under the
original contract and the amendment.
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Exhibit 1.1

 
Registrar of Companies
Government Administration Building
133 Elgin Avenue
George Town
Grand Cayman
 
Mercurity Fintech Holding Inc. (ROC#259316) (the “Company”)
 
TAKE NOTICE that at the Annual General Meeting of the Company held on 2 October 2023, the following resolutions were passed:
 
The Inspector further stated that the shareholders represented by 32,415,878 ordinary shares entitled to vote had voted to approve, and it was resolved, as a special resolution,
that the Fifth Amended and Restated Memorandum and Articles of Association, a copy of which is produced to the Meeting and marked “Appendix A” and initialed by the
chairman of the Meeting for the purpose of identification, be approved and adopted as the Fifth Amended and Restated Memorandum and Articles of Association of the Company
in substitution for and to the exclusion of the Fourth Amended and Restated Memorandum and Articles of Association of the Company with effect from the close of the Meeting
(“Resolution 3”).
 
The Inspector further stated that the shareholders represented by 32,417,660 ordinary shares entitled to vote had voted to approve, and it was resolved, as an ordinary resolution,
to increase the authorized share capital of the Company FROM US$250,000 divided into 62,500,000 ordinary shares with a par value of US$0.004 each, TO US$4,000,000 divided into
1,000,000,000 ordinary shares of a par value of US$0.004 each, by the creation of an additional 937,500,000 ordinary shares with a par value of US$0.004 each (“Resolution 4”).
 
/s/ Sophia Marsh  
Sophia Marsh  
Senior Corporate Administrator  
For and on behalf of  
Maples Corporate Services Limited  
Dated this 4th day of October 2023  
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THE COMPANIES ACT (AS REVISED)
Company Limited by Shares

 
FITH AMENDED AND RESTATED

MEMORANDUM OF ASSOCIATION
 

OF
 

MERCURITY FINTECH HOLDING INC.
 

(adopted by way of a special resolution passed on October 2, 2023)
 
1. The name of the Company is Mercurity Fintech Holding Inc..



  
2. The Registered Office of the Company shall be at the offices of Maples Corporate Services Limited, P.O. Box 309, Ugland House, Grand Cayman, KY1-1104, Cayman

Islands or at such other place as the Directors may from time to time decide.
  
3. The objects for which the Company is established are unrestricted and shall include, but without limitation, the following:
 

(a) (i) To carry on the business of an investment company and to act as promoters and entrepreneurs and to carry on business as financiers, capitalists,
concessionaires, merchants, brokers, traders, dealers, agents, importers and exporters and to undertake and carry on and execute all kinds of investment,
financial, commercial, mercantile, trading and other operations.

 
(ii) To carry on whether as principals, agents or otherwise howsoever the business of realtors, developers, consultants, estate agents or managers, builders,

contractors, engineers, manufacturers, dealers in or vendors of all types of property including services.
 

(b) To exercise and enforce all rights and powers conferred by or incidental to the ownership of any shares, stock, obligations or other securities including without
prejudice to the generality of the foregoing all such powers of veto or control as may be conferred by virtue of the holding by the Company of some special
proportion of the issued or nominal amount thereof, to provide managerial and other executive, supervisory and consultant services for or in relation to any
company in which the Company is interested upon such terms as may be thought fit.

   
(c) To purchase or otherwise acquire, to sell, exchange, surrender, lease, mortgage, charge, convert, turn to account, dispose of and deal with real and personal

property and rights of all kinds and, in particular, mortgages, debentures, produce, concessions, options, contracts, patents, annuities, licences, stocks, shares,
bonds, policies, book debts, business concerns, undertakings, claims, privileges and choses in action of all kinds.
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(d) To subscribe for, conditionally or unconditionally, to underwrite, issue on commission or otherwise, take, hold, deal in and convert stocks, shares and securities
of all kinds and to enter into partnership or into any arrangement for sharing profits, reciprocal concessions or cooperation with any person or company and to
promote and aid in promoting, to constitute, form or organise any company, syndicate or partnership of any kind, for the purpose of acquiring and undertaking
any property and liabilities of the Company or of advancing, directly or indirectly, the objects of the Company or for any other purpose which the Company may
think expedient.

   
(e) To stand surety for or to guarantee, support or secure the performance of all or any of the obligations of any person, firm or company whether or not related or

affiliated to the Company in any manner and whether by personal covenant or by mortgage, charge or lien upon the whole or any part of the undertaking,
property and assets of the Company, both present and future, including its uncalled capital or by any such method and whether or not the Company shall receive
valuable consideration thereof.

   
(f) To engage in or carry on any other lawful trade, business or enterprise which may at any time appear to the Directors of the Company capable of being

conveniently carried on in conjunction with any of the aforementioned businesses or activities or which may appear to the Directors or the Company likely to be
profitable to the Company.

 
In the interpretation of this Memorandum of Association in general and of this Clause 3 in particular no object, business or power specified or mentioned shall be limited
or restricted by reference to or inference from any other object, business or power, or the name of the Company, or by the juxtaposition of two or more objects, businesses
or powers and that, in the event of any ambiguity in this clause or elsewhere in this Memorandum of Association, the same shall be resolved by such interpretation and
construction as will widen and enlarge and not restrict the objects, businesses and powers of and exercisable by the Company.

 
4. Except as prohibited or limited by the Companies Act (As Revised), the Company shall have full power and authority to carry out any object and shall have and be

capable of from time to time and at all times exercising any and all of the powers at any time or from time to time exercisable by a natural person or body corporate in doing
in any part of the world whether as principal, agent, contractor or otherwise whatever may be considered by it necessary for the attainment of its objects and whatever
else may be considered by it as incidental or conducive thereto or consequential thereon, including, but without in any way restricting the generality of the foregoing, the
power to make any alterations or amendments to this Memorandum of Association and the Articles of Association of the Company considered necessary or convenient
in the manner set out in the Articles of Association of the Company, and the power to do any of the following acts or things, viz: to pay all expenses of and incidental to
the promotion, formation and incorporation of the Company; to register the Company to do business in any other jurisdiction; to sell, lease or dispose of any property of
the Company; to draw, make, accept, endorse, discount, execute and issue promissory notes, debentures, bills of exchange, bills of lading, warrants and other negotiable
or transferable instruments; to lend money or other assets and to act as guarantors; to borrow or raise money on the security of the undertaking or on all or any of the
assets of the Company including uncalled capital or without security; to invest monies of the Company in such manner as the Directors determine; to promote other
companies; to sell the undertaking of the Company for cash or any other consideration; to distribute assets in specie to Members of the Company; to make charitable or
benevolent donations; to pay pensions or gratuities or provide other benefits in cash or kind to Directors, officers, employees, past or present and their families; to
purchase Directors and officers liability insurance and to carry on any trade or business and generally to do all acts and things which, in the opinion of the Company or
the Directors, may be conveniently or profitably or usefully acquired and dealt with, carried on, executed or done by the Company in connection with the business
aforesaid PROVIDED THAT the Company shall only carry on the businesses for which a licence is required under the laws of the Cayman Islands when so licensed under
the terms of such laws.
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5. The liability of each Member is limited to the amount from time to time unpaid on such Member’s shares.
  
6. The share capital of the Company is US$4,000,000 divided into 1,000,000,000 Ordinary Shares with a par value of US$0.004 each with power for the Company insofar as is

permitted by law, to redeem or purchase any of its shares and to increase or reduce the said capital subject to the provisions of the Companies Act (As Revised) and the
Articles of Association and to issue any part of its capital, whether original, redeemed or increased with or without any preference, priority or special privilege or subject



to any postponement of rights or to any conditions or restrictions and so that unless the conditions of issue shall otherwise expressly declare every issue of shares
whether declared to be preference or otherwise shall be subject to the powers hereinbefore contained PROVIDED ALWAYS that, notwithstanding any provision to the
contrary contained in this Memorandum of Association, the Company shall have no power to issue bearer shares, warrants, coupons or certificates.

  
7. If the Company is registered as exempted, its operations will be carried on subject to the provisions of Section 174 of the Companies Act (As Revised) and, subject to the

provisions of the Companies Act (As Revised)and the Articles of Association, it shall have the power to register by way of continuation as a body corporate limited by
shares under the laws of any jurisdiction outside the Cayman Islands and to be deregistered in the Cayman Islands.
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INTERPRETATION
 

TABLE A
 
1. The regulations in Table A in the Schedule to the Companies Act (As Revised) do not apply to the Company.
 

INTERPRETATION
 
2. (1) In these Articles, unless the context otherwise requires, the words standing in the first column of the following table shall bear the meaning set opposite them respectively in
the second column.
 
 WORD MEANING
   
 “Audit Committee” the audit committee of the Company formed by the Board pursuant to Article 124 hereof, or any successor audit committee.
   
 “Auditor” the independent auditor of the Company which shall be an internationally recognized firm of independent accountants.
   
 “Articles” these Articles in their present form or as supplemented or amended or substituted from time to time.
   
 “Board” the board of directors of the Company or the directors present at a meeting of directors of the Company at which a quorum is present.
   
 “capital” the share capital from time to time of the Company.
   
 “clear days” in relation to the period of a notice, that period excluding the day when the notice is given or deemed to be given and the day for which it is

given or on which it is to take effect.
   
 “clearing house” a clearing house recognised by the laws of the jurisdiction in which the shares of the Company (or depositary receipts therefor) are listed or

quoted on a stock exchange or interdealer quotation system in such jurisdiction.
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 “Company” Mercurity Fintech Holding Inc..
   
 “competent regulatory a competent regulatory authority in the territory where authority” the shares of the Company (or depositary receipts therefor) are listed or

quoted on a stock exchange or interdealer quotation system in such territory.
   
 “debenture” and include debenture stock and debenture stockholder
   
 “debenture holder” respectively.



   
 “Designated Stock

Exchange”
the Nasdaq Global Market.

   
 “dollars” and “$” dollars, the legal currency of the United States of America.
   
 “Exchange Act” the Securities Exchange Act of 1934, as amended.
   
 “head office” such office of the Company as the Directors may from time to time determine to be the principal office of the Company.
   
 “Act” The Companies Act (As Revised) of the Cayman Islands and any statutory amendment or re-enactment thereof.
   
 “Member” a duly registered holder from time to time of the shares in the capital of the Company.
   
 “month” a calendar month.
   
 “Office” the registered office of the Company for the time being.
   
 “ordinary resolution” a resolution shall be an ordinary resolution when it has been passed by a simple majority of votes cast by such Members as, being entitled so

to do, vote in person or, in the case of any Member being a corporation, by its duly authorised representative or, where proxies are allowed, by
proxy at a general meeting of which not less than ten (10) clear days’ notice in writing has been duly given;
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 “paid up” paid up or credited as paid up.
   
 “Register” the principal register and where applicable, any branch register of Members of the Company to be maintained at such place within or outside

the Cayman Islands as the Board shall determine from time to time.
   
 “Registration Office” in respect of any class of share capital such place as the Board may from time to time determine to keep a branch register of Members in respect

of that class of share capital and where (except in cases where the Board otherwise directs) the transfers or other documents of title for such
class of share capital are to be lodged for registration and are to be registered.

   
 “SEC” the United States Securities and Exchange Commission.
   
 “Seal” common seal or any one or more duplicate seals of the Company (including a securities seal) for use in the Cayman Islands or in any place

outside the Cayman Islands.
   
 “Secretary” any person, firm or corporation appointed by the Board to perform any of the duties of secretary of the Company and includes any assistant,

deputy, temporary or acting secretary.
   
 “special resolution” a resolution shall be a special resolution when it has been passed by a majority of not less than two-thirds of votes cast by such Members as,

being entitled so to do, vote in person or, in the case of such Members as are corporations, by their respective duly authorised representative
or, where proxies are allowed, by proxy at a general meeting of which not less than ten (10) clear days’ notice in writing, specifying (without
prejudice to the power contained in these Articles to amend the same) the intention to propose the resolution as a special resolution, has been
duly given. Provided that, except in the case of an annual general meeting, if it is so agreed by a majority in number of the Members having the
right to attend and vote at any such meeting, being a majority together holding not less than ninety-five (95) per cent. in nominal value of the
shares giving that right and in the case of an annual general meeting, if it is so agreed by all Members entitled to attend and vote thereat, a
resolution may be proposed and passed as a special resolution at a meeting of which less than ten (10) clear days’ notice in writing has been
given;
 
a special resolution shall be effective for any purpose for which an ordinary resolution is expressed to be required under any provision of these
Articles or the Statutes.
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 “Statutes” the Act and every other law of the Legislature of the Cayman Islands for the time being in force applying to or affecting the Company, its

Memorandum of Association and/or these Articles.
   
 “year” a calendar year.
 

(2) In these Articles, unless there be something within the subject or context inconsistent with such construction:
 

(a) words importing the singular include the plural and vice versa;
   

(b) words importing a gender include both gender and the neuter;
   

(c) words importing persons include companies, associations and bodies of persons whether corporate or not;



   
(d) the words:

 
(i) “may” shall be construed as permissive;

   
(ii) “shall” or “will” shall be construed as imperative;

 
(e) expressions referring to writing shall, unless the contrary intention appears, be construed as including printing, lithography, photography and other modes of

representing words or figures in a visible form, and including where the representation takes the form of electronic display, provided that both the mode of
service of the relevant document or notice and the Member’s election comply with all applicable Statutes, rules and regulations;
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(f) references to any law, Act, ordinance, statute or statutory provision shall be interpreted as relating to any statutory modification or re-enactment thereof for the
time being in force;

   
(g) save as aforesaid words and expressions defined in the Statutes shall bear the same meanings in these Articles if not inconsistent with the subject in the context;

   
(h) references to a document being executed include references to it being executed under hand or under seal or by electronic signature or by any other method and

references to a notice or document include a notice or document recorded or stored in any digital, electronic, electrical, magnetic or other retrievable form or
medium and information in visible form whether having physical substance or not;

   
(i) Section 8 and 19(3) of the Electronic Transactions Act (As Revised) of the Cayman Islands, as amended from time to time, shall not apply to these Articles to the

extent it imposes obligations or requirements in addition to those set out in these Articles.
 

SHARE CAPITAL
 
3. (1) The share capital of the Company at the date on which these Articles come into effect shall be US$4,000,000 divided into 1,000,000,000 shares of a par value of $0.004

each.
 

(2) Subject to the Act, the Company’s Memorandum and Articles of Association and, where applicable, the rules of the Designated Stock Exchange and/or any competent
regulatory authority, any power of the Company to purchase or otherwise acquire its own shares shall be exercisable by the Board in such manner, upon such terms and
subject to such conditions as it thinks fit.

 
(3) No share shall be issued to bearer.

 
ALTERATION OF CAPITAL

 
4. The Company may from time to time by ordinary resolution in accordance with the Act alter the conditions of its Memorandum of Association to:
 

(a) increase its capital by such sum, to be divided into shares of such amounts, as the resolution shall prescribe;
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(b) consolidate and divide all or any of its capital into shares of larger amount than its existing shares;
   

(c) without prejudice to the powers of the Board under Article 12, divide its shares into several classes and without prejudice to any special rights previously
conferred on the holders of existing shares attach thereto respectively any preferential, deferred, qualified or special rights, privileges, conditions or such
restrictions which in the absence of any such determination by the Company in general meeting, as the Board may determine provided always that, for the
avoidance of doubt, where a class of shares has been authorized by the Members no resolution of the Members in general meeting is required for the issuance of
shares of that class and the Board may issue shares of that class and determine such rights, privileges, conditions or restrictions attaching thereto as aforesaid,
and further provided that where the Company issues shares which do not carry voting rights, the words “non-voting” shall appear in the designation of such
shares and where the equity capital includes shares with different voting rights, the designation of each class of shares, other than those with the most
favourable voting rights, must include the words “restricted voting” or “limited voting”;

   
(d) sub-divide its shares, or any of them, into shares of smaller amount than is fixed by the Memorandum of Association (subject, nevertheless, to the Act), and may

by such resolution determine that, as between the holders of the shares resulting from such sub-division, one or more of the shares may have any such preferred,
deferred or other rights or be subject to any such restrictions as compared with the other or others as the Company has power to attach to unissued or new
shares;

   
(e) cancel any shares which, at the date of the passing of the resolution, have not been taken, or agreed to be taken, by any person, and diminish the amount of its

capital by the amount of the shares so cancelled or, in the case of shares, without par value, diminish the number of shares into which its capital is divided.
 
5. The Board may settle as it considers expedient any difficulty which arises in relation to any consolidation and division under Article 4 and in particular but without

prejudice to the generality of the foregoing may issue certificates in respect of fractions of shares or arrange for the sale of the shares representing fractions and the
distribution of the net proceeds of sale (after deduction of the expenses of such sale) in due proportion amongst the Members who would have been entitled to the
fractions, and for this purpose the Board may authorise some persons to transfer the shares representing fractions to their purchaser or resolve that such net proceeds be
paid to the Company for the Company’s benefit. Such purchaser will not be bound to see to the application of the purchase money nor will his title to the shares be



affected by any irregularity or invalidity in the proceedings relating to the sale.
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6. The Company may from time to time by special resolution, subject to any confirmation or consent required by the Act, reduce its share capital or any capital redemption

reserve in any manner permitted by the Act.
  
7. Except so far as otherwise provided by the conditions of issue, or by these Articles, any capital raised by the creation of new shares shall be treated as if it formed part of

the original capital of the Company, and such shares shall be subject to the provisions contained in these Articles with reference to the payment of calls and instalments,
transfer and transmission, forfeiture, lien, cancellation, surrender, voting and otherwise.

 
SHARE RIGHTS

 
8. Subject to the provisions of the Act, the rules of the Designated Stock Exchange and the Memorandum and Articles of Association and to any special rights conferred on

the holders of any shares or class of shares, and without prejudice to Article 12 hereof, any share in the Company (whether forming part of the present capital or not) may
be issued with or have attached thereto such rights or restrictions whether in regard to dividend, voting, return of capital or otherwise as the Board may determine,
including without limitation on terms that they may be, or at the option of the Company or the holder are, liable to be redeemed on such terms and in such manner,
including out of capital, as the Board may deem fit.

  
9. Subject to the Act, any preferred shares may be issued or converted into shares that, at a designated date or at the option of the Company or the holder if so authorised

by its Memorandum of Association, are liable to be redeemed on such terms and in such manner as the Members before the issue or conversion may by ordinary
resolution of the Members determine. Where the Company purchases for redemption a redeemable share, purchases not made through the market or by tender shall be
limited to a maximum price as may from time to time be determined by the Board, either generally or with regard to specific purchases. If purchases are by tender, tenders
shall comply with applicable laws and the rules of the Designated Stock Exchange.
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VARIATION OF RIGHTS
 
10. Subject to the Act and without prejudice to Article 8, all or any of the special rights for the time being attached to the shares or any class of shares may, unless otherwise

provided by the terms of issue of the shares of that class, from time to time (whether or not the Company is being wound up) be varied, modified or abrogated with the
sanction of a special resolution passed at a separate general meeting of the holders of the shares of that class. To every such separate general meeting all the provisions
of these Articles relating to general meetings of the Company shall, mutatis mutandis, apply, but so that:

 
(a) the necessary quorum (whether at a separate general meeting or at its adjourned meeting) shall be a person or persons (or in the case of a Member being a

corporation, its duly authorized representative) together holding or representing by proxy not less than one-third in nominal value of the issued shares of that
class;

   
(b) every holder of shares of the class shall be entitled on a poll to one vote for every such share held by him; and

   
(c) any holder of shares of the class present in person or by proxy or authorised representative may demand a poll.

 
11. The special rights conferred upon the holders of any shares or class of shares shall not, unless otherwise expressly provided in the rights attaching to or the terms of

issue of such shares, be deemed to be varied, modified or abrogated by the creation or issue of further shares ranking pari passu therewith.
 

SHARES
 
12. (1) Subject to the Act, these Articles and, where applicable, the rules of the Designated Stock Exchange and without prejudice to any special rights or restrictions for the

time being attached to any shares or any class of shares, the unissued shares of the Company (whether forming part of the original or any increased capital) shall be at the
disposal of the Board, which may offer, allot, grant options over or otherwise dispose of them to such persons, at such times and for such consideration and upon such
terms and conditions and for any reason including, without limitation, in response to a perceived undervalued offer in a tender offer of the Company’s securities, or as the
Board may in its absolute discretion determine, but so that no shares shall be issued at a discount to par value. In particular and without prejudice to the generality of the
foregoing, the Board is hereby empowered to authorize by resolution or resolutions from time to time the issuance of one or more classes or series of preferred shares and
to fix the designations, powers, preferences and relative, participating, optional and other rights, if any, and the qualifications, limitations and restrictions thereof, if any,
including, without limitation, the number of shares constituting each such class or series, dividend rights, conversion rights, redemption privileges, voting powers, full or
limited or no voting powers, and liquidation preferences, and to increase or decrease the size of any such class or series (but not below the number of shares of any class
or series of preferred shares then outstanding) to the extent permitted by the Act. Without limiting the generality of the foregoing, the resolution or resolutions providing
for the establishment of any class or series of preferred shares may, to the extent permitted by the Act, provide that such class or series shall be superior to, rank equally
with or be junior to the preferred shares of any other class or series.
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(2) Neither the Company nor the Board shall be obliged, when making or granting any allotment of, offer of, option over or disposal of shares, to make, or make available,
any such allotment, offer, option or shares to Members or others with registered addresses in any particular territory or territories being a territory or territories where, in
the absence of a registration statement or other special formalities, this would or might, in the opinion of the Board, be unlawful or impracticable. Members affected as a
result of the foregoing sentence shall not be, or be deemed to be, a separate class of members for any purpose whatsoever. Except as otherwise expressly provided in the
resolution or resolutions providing for the establishment of any class or series of preferred shares, no vote of the holders of preferred shares or ordinary shares shall be a
prerequisite to the issuance of any shares of any class or series of the preferred shares authorized by and complying with the conditions of the Memorandum and Articles
of Association.

 
(3) The Board may issue options, warrants or convertible securities or securities of similar nature conferring the right upon the holders thereof to subscribe for, purchase
or receive any class of shares or securities in the capital of the Company on such terms as it may from time to time determine.

 
13. The Company may in connection with the issue of any shares exercise all powers of paying commission and brokerage conferred or permitted by the Act. Subject to the

Act, the commission may be satisfied by the payment of cash or by the allotment of fully or partly paid shares or partly in one and partly in the other.
  
14. Except as required by the Act, no person shall be recognised by the Company as holding any share upon any trust and the Company shall not be bound by or required in

any way to recognise (even when having notice thereof) any equitable, contingent, future or partial interest in any share or any fractional part of a share or (except only as
otherwise provided by these Articles or by the Act any other rights in respect of any share except an absolute right to the entirety thereof in the registered holder.
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15. Subject to the Act and these Articles, the Board may at any time after the allotment of shares but before any person has been entered in the Register as a Member,

recognise a renunciation thereof by the allottee in favour of some other person and may accord to any allottee of a share a right to effect such renunciation upon and
subject to such terms and conditions as the Board considers fit to impose.

 
SHARE CERTIFICATES

 
16. Every share certificate shall be issued under the Seal or a facsimile thereof and shall specify the number and class and distinguishing numbers (if any) of the shares to

which it relates, and the amount paid up thereon and may otherwise be in such form as the Board may from time to time determine. No certificate shall be issued
representing shares of more than one class. The Board may by resolution determine, either generally or in any particular case or cases, that any signatures on any such
certificates (or certificates in respect of other securities) need not be autographic but may be affixed to such certificates by some mechanical means or may be printed
thereon.

  
17. (1) In the case of a share held jointly by several persons, the Company shall not be bound to issue more than one certificate therefor and delivery of a certificate to one of

several joint holders shall be sufficient delivery to all such holders.
 

(2) Where a share stands in the names of two or more persons, the person first named in the Register shall as regards service of notices and, subject to the provisions of
these Articles, all or any other matters connected with the Company, except the transfer of the shares, be deemed the sole holder thereof.

 
18. Every person whose name is entered, upon an allotment of shares, as a Member in the Register shall be entitled, without payment, to receive one certificate for all such

shares of any one class or several certificates each for one or more of such shares of such class upon payment for every certificate after the payment of such reasonable
out-of-pocket expenses as the Board from time to time determines.

  
19. Share certificates shall be issued within the relevant time limit as prescribed by the Act or as the Designated Stock Exchange may from time to time determine, whichever is

the shorter, after allotment or, except in the case of a transfer which the Company is for the time being entitled to refuse to register and does not register, after lodgment of
a transfer with the Company.
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20. (1) Upon every transfer of shares the certificate held by the transferor shall be given up to be cancelled, and shall forthwith be cancelled accordingly, and a new certificate

shall be issued to the transferee in respect of the shares transferred to him at such fee as is provided in paragraph (2) of this Article 20. If any of the shares included in the
certificate so given up shall be retained by the transferor a new certificate for the balance shall be issued to him at the aforesaid fee payable by the transferor to the
Company in respect thereof.

 
(2) The fee referred to in paragraph (1) above shall be an amount not exceeding the relevant maximum amount as the Designated Stock Exchange may from time to time
determine provided that the Board may at any time determine a lower amount for such fee.

 
21. If a share certificate shall be damaged or defaced or alleged to have been lost, stolen or destroyed a new certificate representing the same shares may be issued to the

relevant Member upon request and on payment of such fee as the Board may determine and, subject to compliance with such terms (if any) as to evidence and indemnity
and to payment of the costs and reasonable out-of-pocket expenses of the Company in investigating such evidence and preparing such indemnity as the Board may think
fit and, in case of damage or defacement, on delivery of the old certificate to the Company provided always that where share warrants have been issued, no new share
warrant shall be issued to replace one that has been lost unless the Board has determined that the original has been destroyed.

 
LIEN

 
22. The Company shall have a first and paramount lien on every share that is not a fully paid share, for all moneys (whether presently payable or not) called or payable at a

fixed time in respect of that share. The Company shall also have a first and paramount lien on every share that is not a fully paid share registered in the name of a Member



(whether or not jointly with other Members) for all amounts of money presently payable by such Member or his estate to the Company whether the same shall have been
incurred before or after notice to the Company of any equitable or other interest of any person other than such member, and whether the payment or discharge of the same
shall have actually become due or not, and notwithstanding that the same are joint debts or liabilities of such Member or his estate and any other person, whether a
Member of the Company or not. The Company’s lien on a share shall extend to all dividends or other moneys payable thereon or in respect thereof. The Board may at any
time, generally or in any particular case, waive any lien that has arisen or declare any share exempt in whole or in part, from the provisions of this Article 22.
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23. Subject to these Articles, the Company may sell in such manner as the Board determines any share on which the Company has a lien, but no sale shall be made unless

some sum in respect of which the lien exists is presently payable, or the liability or engagement in respect of which such lien exists is liable to be presently fulfilled or
discharged nor until the expiration of fourteen (14) clear days after a notice in writing, stating and demanding payment of the sum presently payable, or specifying the
liability or engagement and demanding fulfilment or discharge thereof and giving notice of the intention to sell in default, has been served on the registered holder for the
time being of the share or the person entitled thereto by reason of his death or bankruptcy.

  
24. The net proceeds of the sale shall be received by the Company and applied in or towards payment or discharge of the debt or liability in respect of which the lien exists, so

far as the same is presently payable, and any residue shall, subject to a like lien for debts or liabilities not presently payable as existed upon the share prior to the sale, be
paid to the person entitled to the share at the time of the sale. To give effect to any such sale the Board may authorise some person to transfer the shares sold to the
purchaser thereof. The purchaser shall be registered as the holder of the shares so transferred and he shall not be bound to see to the application of the purchase money,
nor shall his title to the shares be affected by any irregularity or invalidity in the proceedings relating to the sale.

 
CALLS ON SHARES

 
25. Subject to these Articles and to the terms of allotment, the Board may from time to time make calls upon the Members in respect of any moneys unpaid on their shares

(whether on account of the nominal value of the shares or by way of premium), and each Member shall (subject to being given at least fourteen (14) clear days’ notice in
writing specifying the time and place of payment) pay to the Company as required by such notice the amount called on his shares. A call may be extended, postponed or
revoked in whole or in part as the Board determines but no Member shall be entitled to any such extension, postponement or revocation except as a matter of grace and
favour.

  
26. A call shall be deemed to have been made at the time when the resolution of the Board authorising the call was passed and may be made payable either in one lump sum or

by instalments.
  
27. A person upon whom a call is made shall remain liable for calls made upon him notwithstanding the subsequent transfer of the shares in respect of which the call was

made. The joint holders of a share shall be jointly and severally liable to pay all calls and instalments due in respect thereof or other moneys due in respect thereof.
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28. If a sum called in respect of a share is not paid before or on the day appointed for payment thereof, the person from whom the sum is due shall pay interest on the amount

unpaid from the day appointed for payment thereof to the time of actual payment at such rate (not exceeding twenty per cent. (20%) per annum) as the Board may
determine, but the Board may in its absolute discretion waive payment of such interest in whole or in part.

  
29. No Member shall be entitled to receive any dividend or bonus or to be present and vote (save as proxy for another Member) at any general meeting either personally or by

proxy, or be reckoned in a quorum, or exercise any other privilege as a Member until all calls or instalments due by him to the Company, whether alone or jointly with any
other person, together with interest and expenses (if any) shall have been paid.

  
30. On the trial or hearing of any action or other proceedings for the recovery of any money due for any call, it shall be sufficient to prove that the name of the Member sued

is entered in the Register as the holder, or one of the holders, of the shares in respect of which such debt accrued, that the resolution making the call is duly recorded in
the minute book, and that notice of such call was duly given to the Member sued, in pursuance of these Articles; and it shall not be necessary to prove the appointment
of the Directors who made such call, nor any other matters whatsoever, but the proof of the matters aforesaid shall be conclusive evidence of the debt.

  
31. Any amount payable in respect of a share upon allotment or at any fixed date, whether in respect of nominal value or premium or as an instalment of a call, shall be deemed

to be a call duly made and payable on the date fixed for payment and if it is not paid the provisions of these Articles shall apply as if that amount had become due and
payable by virtue of a call duly made and notified.

  
32. On the issue of shares the Board may differentiate between the allottees or holders as to the amount of calls to be paid and the times of payment.
  
33. The Board may, if it thinks fit, receive from any Member willing to advance the same, and either in money or money’s worth, all or any part of the moneys uncalled and

unpaid or instalments payable upon any shares held by him and upon all or any of the moneys so advanced (until the same would, but for such advance, become
presently payable) pay interest at such rate (if any) as the Board may decide. The Board may at any time repay the amount so advanced upon giving to such Member not
less than one month’s notice in writing of its intention in that behalf, unless before the expiration of such notice the amount so advanced shall have been called up on the
shares in respect of which it was advanced. Such payment in advance shall not entitle the holder of such share or shares to participate in respect thereof in a dividend
subsequently declared.
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FORFEITURE OF SHARES
 
34. (1) If a call remains unpaid after it has become due and payable the Board may give to the person from whom it is due not less than fourteen (14) clear days’ notice in

writing:
 

(a) requiring payment of the amount unpaid together with any interest which may have accrued and which may still accrue up to the date of actual payment; and
   

(b) stating that if the notice in writing is not complied with the shares on which the call was made will be liable to be forfeited.
 
(2) If the requirements of any such notice are not complied with, any share in respect of which such notice has been given may at any time thereafter, before payment of all
calls and interest due in respect thereof has been made, be forfeited by a resolution of the Board to that effect, and such forfeiture shall include all dividends and bonuses
declared in respect of the forfeited share but not actually paid before the forfeiture.

 
35. When any share has been forfeited, notice of the forfeiture shall be served upon the person who was before forfeiture the holder of the share. No forfeiture shall be

invalidated by any omission or neglect to give such notice.
  
36. The Board may accept the surrender of any share liable to be forfeited hereunder and, in such case, references in these Articles to forfeiture will include surrender.
  
37. Any share so forfeited shall be deemed the property of the Company and may be sold, re-allotted or otherwise disposed of to such person, upon such terms and in such

manner as the Board determines, and at any time before a sale, re-allotment or disposition the forfeiture may be annulled by the Board on such terms as the Board
determines.

  
38. A person whose shares have been forfeited shall cease to be a Member in respect of the forfeited shares but nevertheless shall remain liable to pay the Company all

moneys which at the date of forfeiture were presently payable by him to the Company in respect of the shares, with, if the Board shall in its discretion so requires, interest
thereon from the date of forfeiture until payment at such rate (not exceeding twenty per cent. (20%) per annum) as the Board determines. The Board may enforce payment
thereof if it thinks fit, and without any deduction or allowance for the value of the forfeited shares, at the date of forfeiture, but his liability shall cease if and when the
Company shall have received payment in full of all such moneys in respect of the shares. For the purposes of this Article 38 any sum which, by the terms of issue of a
share, is payable thereon at a fixed time which is subsequent to the date of forfeiture, whether on account of the nominal value of the share or by way of premium, shall
notwithstanding that time has not yet arrived be deemed to be payable at the date of forfeiture, and the same shall become due and payable immediately upon the
forfeiture, but interest thereon shall only be payable in respect of any period between the said fixed time and the date of actual payment.
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39. A declaration by a Director or the Secretary that a share has been forfeited on a specified date shall be conclusive evidence of the facts therein stated as against all

persons claiming to be entitled to the share, and such declaration shall (subject to the execution of an instrument of transfer by the Company if necessary) constitute a
good title to the share, and the person to whom the share is disposed of shall be registered as the holder of the share and shall not be bound to see to the application of
the consideration (if any), nor shall his title to the share be affected by any irregularity in or invalidity of the proceedings in reference to the forfeiture, sale or disposal of
the share. When any share shall have been forfeited, notice of the declaration shall be given to the Member in whose name it stood immediately prior to the forfeiture, and
an entry of the forfeiture, with the date thereof, shall forthwith be made in the Register, but no forfeiture shall be in any manner invalidated by any omission or neglect to
give such notice or make any such entry.

 
40. Notwithstanding any such forfeiture as aforesaid the Board may at any time, before any shares so forfeited shall have been sold, re-allotted or otherwise disposed of,

permit the shares forfeited to be bought back upon the terms of payment of all calls and interest due upon and expenses incurred in respect of the share, and upon such
further terms (if any) as it thinks fit.

 
41. The forfeiture of a share shall not prejudice the right of the Company to any call already made or instalment payable thereon.
 
42. The provisions of these Articles as to forfeiture shall apply in the case of non-payment of any sum which, by the terms of issue of a share, becomes payable at a fixed

time, whether on account of the nominal value of the share or by way of premium, as if the same had been payable by virtue of a call duly made and notified.
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REGISTER OF MEMBERS
 
43. (1) The Company shall keep in one or more books a Register of its Members and shall enter therein the following particulars, that is to say:
 

(a) the name and address of each Member, the number and class of shares held by him and the amount paid or agreed to be considered as paid on such shares;



 
(b) the date on which each person was entered in the Register; and

 
(c) the date on which any person ceased to be a Member.

 
(2) The Company may keep an overseas or local or other branch register of Members resident in any place, and the Board may make and vary such regulations as it
determines in respect of the keeping of any such register and maintaining a Registration Office in connection therewith.

 
44. The Register and branch register of Members, as the case may be, shall be open to inspection for such times and on such days as the Board shall determine by Members

without charge or by any other person, upon a maximum payment of $2.50 or such other sum specified by the Board, at the Office or Registration Office or such other
place at which the Register is kept in accordance with the Act. The Register including any overseas or local or other branch register of Members may, after compliance
with any notice requirement of the Designated Stock Exchange, be closed at such times or for such periods not exceeding in the whole thirty (30) days in each year as the
Board may determine and either generally or in respect of any class of shares.

 
RECORD DATES

 
45. For the purpose of determining the Members entitled to notice of or to vote at any general meeting, or any adjournment thereof, or entitled to express consent to corporate

action in writing without a meeting, or entitled to receive payment of any dividend or other distribution or allotment of any rights, or entitled to exercise any rights in
respect of any change, conversion or exchange of shares or for the purpose of any other lawful action, the Board may fix, in advance, a date as the record date for any
such determination of the Members, which date shall not be more than sixty (60) days nor less than ten (10) days before the date of such meeting, nor more than sixty (60)
days prior to any other such action.

 
If the Board does not fix a record date for any general meeting, the record date for determining the Members entitled to a notice of or to vote at such meeting shall be at
the close of business on the day next preceding the day on which notice is given, or, if in accordance with these Articles notice is waived, at the close of business on the
day next preceding the day on which the meeting is held. If corporate action without a general meeting is to be taken, the record date for determining the Members entitled
to express consent to such corporate action in writing, when no prior action by the Board is necessary, shall be the first date on which a signed written consent setting
forth the action taken or proposed to be taken is delivered to the Company by delivery to its head office. The record date for determining the Members for any other
purpose shall be at the close of business on the day on which the Board adopts the resolution relating thereto.
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A determination of the Members of record entitled to notice of or to vote at a meeting of the Members shall apply to any adjournment of the meeting; provided, however,
that the Board may fix a new record date for the adjourned meeting.

 
TRANSFER OF SHARES

 
46. Subject to these Articles, any Member may transfer all or any of his shares by an instrument of transfer in the usual or common form or in a form prescribed by the

Designated Stock Exchange or in any other form approved by the Board and may be under hand or, if the transferor or transferee is a clearing house or a central
depository house or its nominee(s), by hand or by machine imprinted signature or by such other manner of execution as the Board may approve from time to time.

 
47. The instrument of transfer shall be executed by or on behalf of the transferor and the transferee provided that the Board may dispense with the execution of the

instrument of transfer by the transferee in any case which it thinks fit in its discretion to do so. Without prejudice to Article 46, the Board may also resolve, either
generally or in any particular case, upon request by either the transferor or transferee, to accept mechanically executed transfers. The transferor shall be deemed to remain
the holder of the share until the name of the transferee is entered in the Register in respect thereof. Nothing in these Articles shall preclude the Board from recognising a
renunciation of the allotment or provisional allotment of any share by the allottee in favour of some other person.

 
48. (1) The Board may, in its absolute discretion, and without giving any reason therefor, refuse to register a transfer of any share that is not a fully paid up share to a person

of whom it does not approve, or any share issued under any share incentive scheme for employees upon which a restriction on transfer imposed thereby still subsists,
and it may also, without prejudice to the foregoing generality, refuse to register a transfer of any share to more than four joint holders or a transfer of any share that is not
a fully paid up share on which the Company has a lien.

 
(2) The Board in so far as permitted by any applicable law may, in its absolute discretion, at any time and from time to time transfer any share upon the Register to any
branch register or any share on any branch register to the Register or any other branch register. In the event of any such transfer, the Member requesting such transfer
shall bear the cost of effecting the transfer unless the Board otherwise determines.
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(3) Unless the Board otherwise agrees (which agreement may be on such terms and subject to such conditions as the Board in its absolute discretion may from time to
time determine, and which agreement the Board shall, without giving any reason therefor, be entitled in its absolute discretion to give or withhold), no shares upon the
Register shall be transferred to any branch register nor shall shares on any branch register be transferred to the Register or any other branch register and all transfers and
other documents of title shall be lodged for registration, and registered, in the case of any shares on a branch register, at the relevant Registration Office, and, in the case
of any shares on the Register, at the Office or such other place at which the Register is kept in accordance with the Act.

 
49. Without limiting the generality of Article 48, the Board may decline to recognise any instrument of transfer unless:-
 

(a) a fee of such maximum sum as the Designated Stock Exchange may determine to be payable or such lesser sum as the Board may from time to time require is paid
to the Company in respect thereof;

 



(b) the instrument of transfer is in respect of only one class of shares;
 

(c) the instrument of transfer is lodged at the Office or such other place at which the Register is kept in accordance with the Act or the Registration Office (as the
case may be) accompanied by the relevant share certificate(s) and such other evidence as the Board may reasonably require to show the right of the transferor to
make the transfer (and, if the instrument of transfer is executed by some other person on his behalf, the authority of that person so to do); and

 
(d) if applicable, the instrument of transfer is duly and properly stamped.

 
50. If the Board refuses to register a transfer of any share, it shall, within three months after the date on which the transfer was lodged with the Company, send to each of the

transferor and transferee notice of the refusal.
 
51. The registration of transfers of shares or of any class of shares may, after compliance with any notice requirement of the Designated Stock Exchange, be suspended and

the register of members be closed at such times and for such periods (not exceeding in the whole thirty (30) days in any year) as the Board may determine.
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TRANSMISSION OF SHARES
 
52. If a Member dies, the survivor or survivors where the deceased was a joint holder, and his legal personal representatives where he was a sole or only surviving holder, will

be the only persons recognised by the Company as having any title to his interest in the shares; but nothing in this Article will release the estate of a deceased Member
(whether sole or joint) from any liability in respect of any share which had been solely or jointly held by him.

 
53. Any person becoming entitled to a share in consequence of the death or bankruptcy or winding-up of a Member may, upon such evidence as to his title being produced

as may be required by the Board, elect either to become the holder of the share or to have some person nominated by him registered as the transferee thereof. If he elects
to become the holder he shall notify the Company in writing either at the Registration Office or the Office, as the case may be, to that effect. If he elects to have another
person registered he shall execute a transfer of the share in favour of that person. The provisions of these Articles relating to the transfer and registration of transfers of
shares shall apply to such notice or transfer as aforesaid as if the death or bankruptcy of the Member had not occurred and the notice or transfer were a transfer signed by
such Member.

 
54. A person becoming entitled to a share by reason of the death or bankruptcy or winding-up of a Member shall be entitled to the same dividends and other advantages to

which he would be entitled if he were the registered holder of the share. However, the Board may, if it thinks fit, withhold the payment of any dividend payable or other
advantages in respect of such share until such person shall become the registered holder of the share or shall have effectually transferred such share, but, subject to the
requirements of Article 75(2) being met, such a person may vote at meetings.

 
UNTRACEABLE MEMBERS

 
55. (1) Without prejudice to the rights of the Company under paragraph (2) of this Article 55, the Company may cease sending cheques for dividend entitlements or dividend

warrants by post if such cheques or warrants have been left uncashed on two consecutive occasions. However, the Company may exercise the power to cease sending
cheques for dividend entitlements or dividend warrants after the first occasion on which such a cheque or warrant is returned undelivered.
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(2) The Company shall have the power to sell, in such manner as the Board thinks fit, any shares of a Member who is untraceable, but no such sale shall be made unless:
 

(a) all cheques or warrants in respect of dividends of the shares in question, being not less than three in total number, for any sum payable in cash to the holder of
such shares sent during the relevant period in the manner authorised by these Articles have remained uncashed;

 
(b) so far as it is aware at the end of the relevant period, the Company has not at any time during the relevant period received any indication of the existence of the

Member who is the holder of such shares or of a person entitled to such shares by death, bankruptcy or operation of law; and
 

(c) the Company, if so required by the rules governing the listing of shares on the Designated Stock Exchange, has given notice to, and caused advertisement in
newspapers to be made in accordance with the requirements of the Designated Stock Exchange of its intention to sell such shares in the manner required by the
Designated Stock Exchange, and a period of three months or such shorter period as may be allowed by the Designated Stock Exchange has elapsed since the
date of such advertisement.

 
For the purpose of the foregoing, the “relevant period” means the period commencing twelve (12) years before the date of publication of the advertisement
referred to in paragraph (c) of this Article and ending at the expiry of the period referred to in that paragraph.

 
(3) To give effect to any such sale the Board may authorise some person to transfer the said shares and an instrument of transfer signed or otherwise executed by or on
behalf of such person shall be as effective as if it had been executed by the registered holder or the person entitled by transmission to such shares, and the purchaser
shall not be bound to see to the application of the purchase money nor shall his title to the shares be affected by any irregularity or invalidity in the proceedings relating
to the sale. The net proceeds of the sale will belong to the Company and upon receipt by the Company of such net proceeds it shall become indebted to the former
Member for an amount equal to such net proceeds. No trust shall be created in respect of such debt and no interest shall be payable in respect of it and the Company shall
not be required to account for any money earned from the net proceeds which may be employed in the business of the Company or as it thinks fit. Any sale under this
Article 55 shall be valid and effective notwithstanding that the Member holding the shares sold is dead, bankrupt or otherwise under any legal disability or incapacity.
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GENERAL MEETINGS
 
56. The Company may (but shall not be obliged to) in each calendar year hold a general meeting as its annual general meeting and shall specify the meeting as such in the

notices calling it.
 
57. Each general meeting, other than an annual general meeting, shall be called an extraordinary general meeting. General meetings may be held at such times and in any

location in the world as may be determined by the Board.
 
58. The Board may call general meetings, and they shall on a Members requisition forthwith proceed to convene an extraordinary general meeting of the Company.
 

(a) A Members requisition is a requisition of Members of the Company holding at the date of deposit of the requisition not less than 30% of the share capital of the
Company as at that date carries the right of voting at general meetings of the Company.

 
(b) The requisition must state the objects of the meeting and must be signed by the requisitionists and deposited at the principal place of business of the Company

(with a copy forwarded to the registered office), and may consist of several documents in like form each signed by one or more requisitionists.
 

(c) If the Directors do not within 21 calendar days from the date of the deposit of the requisition duly proceed to convene a general meeting to be held within a
further 21 calendar days, the requisitionists, or any of them representing more than one half of the total voting rights of all of them, may themselves convene a
general meeting, but any meeting so convened shall not be held after the expiration of three months after the expiration of the second said 21 calendar days.

 
(d) A general meeting convened as aforesaid by requisitionists shall be convened in the same manner as nearly as possible as that in which general meetings are to

be convened by Directors.
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NOTICE OF GENERAL MEETINGS
 
59. (1) An annual general meeting and any extraordinary general meeting may be called by not less than ten (10) clear days’ notice in writing but a general meeting may be

called by shorter notice, subject to the Act, if it is so agreed:
 

(a) in the case of a meeting called as an annual general meeting, by all the Members entitled to attend and vote thereat; and
 

(b) in the case of any other meeting, by a majority in number of the Members having the right to attend and vote at the meeting, being a majority together holding
not less than ninety-five per cent. (95%) in nominal value of the issued shares giving that right.

 
(2) The notice shall specify the time and place of the meeting and, in case of special business, the general nature of the business. The notice convening an annual general
meeting shall specify the meeting as such. notice in writing of every general meeting shall be given to all Members other than to such Members as, under the provisions
of these Articles or the terms of issue of the shares they hold, are not entitled to receive such notices from the Company, to all persons entitled to a share in consequence
of the death or bankruptcy or winding-up of a Member and to each of the Directors and the Auditors.

 
60. The accidental omission to give notice in writing of a meeting or (in cases where instruments of proxy are sent out with the notice) to send such instrument of proxy to, or

the non-receipt of such notice or such instrument of proxy by, any person entitled to receive such notice shall not invalidate any resolution passed or the proceedings at
that meeting.

 
PROCEEDINGS AT GENERAL MEETINGS

 
61. (1) All business shall be deemed special that is transacted at an extraordinary general meeting, and also all business that is transacted at an annual general meeting, with

the exception of:
 

(a) the declaration and sanctioning of dividends;
 

(b) consideration and adoption of the accounts and balance sheet and the reports of the Board and Auditors and other documents required to be annexed to the
balance sheet;

 
(c) the election of Directors;
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(d) appointment of Auditors (where special notice of the intention for such appointment is not required by the Act) and other officers; and

 
(e) the fixing of the remuneration of the Auditors, and the voting of remuneration or extra remuneration to the Directors.

 
(2) No business other than the appointment of a chairman of a meeting shall be transacted at any general meeting unless a quorum is present at the commencement of the
business. At any general meeting of the Company, two (2) Members entitled to vote and present in person or by proxy or (in the case of a Member being a corporation) by
its duly authorised representative representing not less than one-third in nominal value of the total issued voting shares in the Company throughout the meeting shall
form a quorum for all purposes.

 
62. If within thirty (30) minutes (or such longer time not exceeding one hour as the chairman of the meeting may determine to wait) after the time appointed for the meeting a

quorum is not present, the meeting shall stand adjourned to the same day in the next week at the same time and place or to such time and place as the Board may
determine. If at such adjourned meeting a quorum is not present within half an hour from the time appointed for holding the meeting, the meeting shall be dissolved.

 
63. The Chairman of the Board shall preside as chairman at every general meeting. If at any meeting the chairman is not present within fifteen (15) minutes after the time

appointed for holding the meeting, or is not willing to act as chairman, the Directors present shall choose one of their number to act, or if one Director only is present he
shall preside as chairman if willing to act. If no Director is present, or if each of the Directors present declines to take the chair, or if the chairman chosen shall retire from
the chair, the Members present in person or by proxy and entitled to vote shall elect one of their number to be chairman.

 
64. The chairman may adjourn the meeting from time to time and from place to place, but no business shall be transacted at any adjourned meeting other than the business

which might lawfully have been transacted at the meeting had the adjournment not taken place. When a meeting is adjourned for fourteen (14) days or more, at least seven
(7) clear days’ notice of the adjourned meeting shall be given specifying the time and place of the adjourned meeting but it shall not be necessary to specify in such notice
the nature of the business to be transacted at the adjourned meeting and the general nature of the business to be transacted. Save as aforesaid, it shall be unnecessary to
give notice of an adjournment.
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65. If an amendment is proposed to any resolution under consideration but is in good faith ruled out of order by the chairman of the meeting, the proceedings on the

substantive resolution shall not be invalidated by any error in such ruling. In the case of a resolution duly proposed as a special resolution, no amendment thereto (other
than a mere clerical amendment to correct a patent error) may in any event be considered or voted upon.

 
VOTING

 
66. Subject to any special rights or restrictions as to voting for the time being attached to any shares by or in accordance with these Articles, at any general meeting on a

show of hands every Member present in person (or being a corporation, is present by a duly authorised representative), or by proxy shall have one vote and on a poll
every Member present in person or by proxy or, in the case of a Member being a corporation, by its duly authorised representative shall have one vote for every fully paid
share of which he is the holder but so that no amount paid up or credited as paid up on a share in advance of calls or instalments is treated for the foregoing purposes as
paid up on the share. Notwithstanding anything contained in these Articles, where more than one proxy is appointed by a Member which is a clearing house or a central
depository house (or its nominee(s)), each such proxy shall have one vote on a show of hands. A resolution put to the vote of a meeting shall be decided on a show of
hands unless voting by way of a poll is required by the rules of the Designated Stock Exchange or, before or on the declaration of the result of the show of hands or on
the withdrawal of any other demand for a poll, a poll is demanded by the chairman of such meeting or by any one Member present in person or in the case of a Member
being a corporation by its duly authorised representative or by proxy for the time being entitled to vote at the meeting. A demand by a person as proxy for a Member or in
the case of a Member being a corporation by its duly authorised representative shall be deemed to be the same as a demand by a Member.

 
67. Unless a poll is duly demanded and the demand is not withdrawn, a declaration by the chairman that a resolution has been carried, or carried unanimously, or by a

particular majority, or not carried by a particular majority, or lost, and an entry to that effect made in the minute book of the Company, shall be conclusive evidence of the
facts without proof of the number or proportion of the votes recorded for or against the resolution.

 
68. If a poll is duly demanded the result of the poll shall be deemed to be the resolution of the meeting at which the poll was demanded. There shall be no requirement for the

chairman to disclose the voting figures on a poll.
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69. A poll demanded on the election of a chairman, or on a question of adjournment, shall be taken forthwith. A poll demanded on any other question shall be taken in such

manner (including the use of ballot or voting papers or tickets) either forthwith or at such time (being not later than thirty (30) days after the date of the demand) and place
as the chairman directs. It shall not be necessary (unless the chairman otherwise directs) for notice to be given of a poll not taken immediately.

 
70. The demand for a poll shall not prevent the continuance of a meeting or the transaction of any business other than the question on which the poll has been demanded,

and, with the consent of the chairman, it may be withdrawn at any time before the close of the meeting or the taking of the poll, whichever is the earlier.
 
71. On a poll votes may be given either personally or by proxy.
 
72. A person entitled to more than one vote on a poll need not use all his votes or cast all the votes he uses in the same way.
 
73. All questions submitted to a meeting shall be decided by a simple majority of votes except where a greater majority is required by these Articles or by the Act. In the case

of an equality of votes, whether on a show of hands or on a poll, the chairman of such meeting shall be entitled to a second or casting vote in addition to any other vote
he may have.



 
74. Where there are joint holders of any share any one of such joint holder may vote, either in person or by proxy, in respect of such share as if he were solely entitled

thereto, but if more than one of such joint holders be present at any meeting the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to
the exclusion of the votes of the other joint holders, and for this purpose seniority shall be determined by the order in which the names stand in the Register in respect of
the joint holding. Several executors or administrators of a deceased Member in whose name any share stands shall for the purposes of this Article be deemed joint holders
thereof.

 
75. (1) A Member who is a patient for any purpose relating to mental health or in respect of whom an order has been made by any court having jurisdiction for the protection

or management of the affairs of persons incapable of managing their own affairs may vote, whether on a show of hands or on a poll, by his receiver, committee, curator
bonis or other person in the nature of a receiver, committee or curator bonis appointed by such court, and such receiver, committee, curator bonis or other person may
vote on a poll by proxy, and may otherwise act and be treated as if he were the registered holder of such shares for the purposes of general meetings, provided that such
evidence as the Board may require of the authority of the person claiming to vote shall have been deposited at the Office, head office or Registration Office, as
appropriate, not less than forty-eight (48) hours before the time appointed for holding the meeting, or adjourned meeting or poll, as the case may be.

 

 www.verify.gov.ky File#: 259316  

-33-
 

(2) Any person entitled under Article 53 to be registered as the holder of any shares may vote at any general meeting in respect thereof in the same manner as if he were
the registered holder of such shares, provided that forty-eight (48) hours at least before the time of the holding of the meeting or adjourned meeting, as the case may be, at
which he proposes to vote, he shall satisfy the Board of his entitlement to such shares, or the Board shall have previously admitted his right to vote at such meeting in
respect thereof.

 
76. No Member shall, unless the Board otherwise determines, be entitled to attend and vote and to be reckoned in a quorum at any general meeting unless he is duly

registered and all calls or other sums presently payable by him in respect of shares in the Company have been paid.
 
77. If:
 

(a) any objection shall be raised to the qualification of any voter; or
 

(b) any votes have been counted which ought not to have been counted or which might have been rejected; or
 

(c) any votes are not counted which ought to have been counted;
 

the objection or error shall not vitiate the decision of the meeting or adjourned meeting on any resolution unless the same is raised or pointed out at the meeting
or, as the case may be, the adjourned meeting at which the vote objected to is given or tendered or at which the error occurs. Any objection or error shall be
referred to the chairman of the meeting and shall only vitiate the decision of the meeting on any resolution if the chairman decides that the same may have
affected the decision of the meeting. The decision of the chairman on such matters shall be final and conclusive.

 
PROXIES

 
78. Any Member entitled to attend and vote at a general meeting of the Company shall be entitled to appoint another person as his proxy to attend and vote instead of him. A

Member who is the holder of two or more shares may appoint more than one proxy to represent him and vote on his behalf at a general meeting of the Company or at a
class meeting. A proxy need not be a Member. In addition, a proxy or proxies representing either a Member who is an individual or a Member which is a corporation shall
be entitled to exercise the same powers on behalf of the Member which he or they represent as such Member could exercise.
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79. The instrument appointing a proxy shall be in writing under the hand of the appointor or of his attorney duly authorised in writing or, if the appointor is a corporation,

either under its seal or under the hand of an officer, attorney or other person authorised to sign the same. In the case of an instrument of proxy purporting to be signed on
behalf of a corporation by an officer thereof it shall be assumed, unless the contrary appears, that such officer was duly authorised to sign such instrument of proxy on
behalf of the corporation without further evidence of the facts.

 
80. The instrument appointing a proxy and, if required by the Board, the power of attorney or other authority, if any, under which it is signed, or a certified copy of such

power or authority, shall be delivered to such place or one of such places, if any, as may be specified for that purpose in or by way of note to or in any document
accompanying the notice convening the meeting or, if no place is so specified at the Registration Office or the Office, as may be appropriate, not less than forty-eight (48)
hours before the time appointed for holding the meeting or adjourned meeting at which the person named in the instrument proposes to vote or, in the case of a poll taken
subsequently to the date of a meeting or adjourned meeting, not less than twenty-four (24) hours before the time appointed for the taking of the poll and in default the
instrument of proxy shall not be treated as valid. No instrument appointing a proxy shall be valid after the expiration of twelve (12) months from the date named in it as the
date of its execution, except at an adjourned meeting or on a poll demanded at a meeting or an adjourned meeting in cases where the meeting was originally held within
twelve (12) months from such date. Delivery of an instrument appointing a proxy shall not preclude a Member from attending and voting in person at the meeting
convened and in such event, the instrument appointing a proxy shall be deemed to be revoked.

 
81. Instruments of proxy shall be in any common form or in such other form as the Board may approve (provided that this shall not preclude the use of the two-way form) and

the Board may, if it thinks fit, send out with the notice of any meeting forms of instrument of proxy for use at the meeting. The instrument of proxy shall be deemed to
confer authority to demand or join in demanding a poll and to vote on any amendment of a resolution put to the meeting for which it is given as the proxy thinks fit. The
instrument of proxy shall, unless the contrary is stated therein, be valid as well for any adjournment of the meeting as for the meeting to which it relates.
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82. A vote given in accordance with the terms of an instrument of proxy shall be valid notwithstanding the previous death or insanity of the principal, or revocation of the

instrument of proxy or of the authority under which it was executed, provided that no intimation in writing of such death, insanity or revocation shall have been received
by the Company at the Office or the Registration Office (or such other place as may be specified for the delivery of instruments of proxy in the notice convening the
meeting or other document sent therewith) two (2) hours at least before the commencement of the meeting or adjourned meeting, or the taking of the poll, at which the
instrument of proxy is used.

 
83. Anything which under these Articles a Member may do by proxy he may likewise do by his duly appointed attorney and the provisions of these Articles relating to

proxies and instruments appointing proxies shall apply mutatis mutandis in relation to any such attorney and the instrument under which such attorney is appointed.
 

CORPORATIONS ACTING BY REPRESENTATIVES
 

84. (1) Any corporation which is a Member may by resolution of its directors or other governing body authorise such person as it thinks fit to act as its representative at any
meeting of the Company or at any meeting of any class of Members. The person so authorised shall be entitled to exercise the same powers on behalf of such corporation
as the corporation could exercise if it were an individual Member and such corporation shall for the purposes of these Articles be deemed to be present in person at any
such meeting if a person so authorised is present thereat.

 
(2) If a clearing house (or its nominee(s)) or a central depository entity, being a corporation, is a Member, it may authorise such persons as it thinks fit to act as its
representatives at any meeting of the Company or at any meeting of any class of Members provided that the authorisation shall specify the number and class of shares in
respect of which each such representative is so authorised. Each person so authorised under the provisions of this Article shall be deemed to have been duly authorised
without further evidence of the facts and be entitled to exercise the same rights and powers on behalf of the clearing house or central depository entity (or its nominee(s))
as if such person was the registered holder of the shares of the Company held by the clearing house or a central depository entity (or its nominee(s)) including the right to
vote individually on a show of hands.

 
(3) Any reference in these Articles to a duly authorised representative of a Member being a corporation shall mean a representative authorised under the provisions of
this Article.
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NO ACTION BY WRITTEN RESOLUTIONS OF MEMBERS
 

85. Any action required or permitted to be taken at any annual or extraordinary general meetings of the Company may be taken only upon the vote of the Members at an
annual or extraordinary general meeting duly noticed and convened in accordance with these Articles and the Act and may not be taken by written resolution of Members
without a meeting.

 
BOARD OF DIRECTORS

 
86. (1) Unless otherwise determined by the Members in general meeting, the number of Directors shall not be less than three (3). There shall be no maximum number of

Directors unless otherwise determined from time to time by the Members in general meeting. The Directors shall hold office until their successors are elected or appointed
or their office is otherwise vacated.

 
(2) Subject to the Articles and the Act, the Members may by ordinary resolution elect any person to be a Director either to fill a casual vacancy or as an addition to the
existing Board.

 
(3) The Directors shall have the power from time to time and at any time to appoint any person as a Director to fill a casual vacancy on the Board or as an addition to the
existing Board. Any Director so appointed by the Board to fill a casual vacancy shall hold office for the remaining term of the Director in whose place he is appointed and
shall be eligible for re-election at the expiry of the said term.

 
(4) No Director shall be required to hold any shares of the Company by way of qualification and a Director who is not a Member shall be entitled to receive notice of and
to attend and speak at any general meeting of the Company and of all classes of shares of the Company.

 
(5) Subject to any provision to the contrary in these Articles, a Director may be removed by way of an ordinary resolution of the Members at any time before the expiration
of his period of office notwithstanding anything in these Articles or in any agreement between the Company and such Director (but without prejudice to any claim for
damages under any such agreement).

 
(6) A vacancy on the Board created by the removal of a Director under the provisions of subparagraph (5) above may be filled by the election or appointment by ordinary
resolution of the Members at the meeting at which such Director is removed or by the affirmative vote of a simple majority of the remaining Directors present and voting at
a Board meeting. Any Director so appointed by the Members or the Directors shall hold office for the remaining term of the Director in whose place he is appointed.
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(7) The Members 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
never be less than two (2).

 
DISQUALIFICATION OF DIRECTORS

 
87. The office of a Director shall be vacated if the Director:

 
(1) resigns his office by notice in writing delivered to the Company at the Office or tendered at a meeting of the Board;
 

(2) becomes of unsound mind or dies;
 

(3) without special leave of absence from the Board, is absent from meetings of the Board for six consecutive months and the Board resolves that his office be vacated; or
 

(4) becomes bankrupt or has a receiving order made against him or suspends payment or compounds with his creditors;
 

(5) is prohibited by law from being a Director; or
 

(6) ceases to be a Director by virtue of any provision of the Statutes or is removed from office pursuant to these Articles.
 

EXECUTIVE DIRECTORS
 
88. The Board may from time to time appoint any one or more of its body to be a managing director, joint managing director or deputy managing director or to hold any other

employment or executive office with the Company for such period (subject to their continuance as Directors) and upon such terms as the Board may determine and the
Board may revoke or terminate any of such appointments. Any such revocation or termination as aforesaid shall be without prejudice to any claim for damages that such
Director may have against the Company or the Company may have against such Director. A Director appointed to an office under this Article 90 shall be subject to the
same provisions as to removal as the other Directors of the Company, and he shall (subject to the provisions of any contract between him and the Company) ipso facto
and immediately cease to hold such office if he shall cease to hold the office of Director for any cause.
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89. Notwithstanding Articles 96, 97, 98 and 99, an executive director appointed to an office under Article 90 hereof shall receive such remuneration (whether by way of salary,

commission, participation in profits or otherwise or by all or any of those modes) and such other benefits (including pension and/or gratuity and/or other benefits on
retirement) and allowances as the Board may from time to time determine, and either in addition to or in lieu of his remuneration as a Director.

 
ALTERNATE DIRECTORS

 
90. Any Director may at any time by notice in writing delivered to the Office or head office or at a meeting of the Directors appoint any person (including another Director) to

be his alternate Director. Any person so appointed shall have all the rights and powers of the Director or Directors for whom such person is appointed in the alternative
provided that such person shall not be counted more than once in determining whether or not a quorum is present. An alternate Director may be removed at any time by
the body which appointed him and, subject thereto, the office of alternate Director shall continue until the happening of any event which, if we were a Director, would
cause him to vacate such office or if his appointer ceases for any reason to be a Director. Any appointment or removal of an alternate Director shall be effected by notice
in writing signed by the appointor and delivered to the Office or head office or tendered at a meeting of the Board. An alternate Director may also be a Director in his own
right and may act as alternate to more than one Director. An alternate Director shall, if his appointor so requests, be entitled to receive notices of meetings of the Board or
of committees of the Board to the same extent as, but in lieu of, the Director appointing him and shall be entitled to such extent to attend and vote as a Director at any
such meeting at which the Director appointing him is not personally present and generally at such meeting to exercise and discharge all the functions, powers and duties
of his appointor as a Director and for the purposes of the proceedings at such meeting the provisions of these Articles shall apply as if he were a Director save that as an
alternate for more than one Director his voting rights shall be cumulative.

 
91. An alternate Director shall only be a Director for the purposes of the Act and shall only be subject to the provisions of the Act insofar as they relate to the duties and

obligations of a Director when performing the functions of the Director for whom he is appointed in the alternative and shall alone be responsible to the Company for his
acts and defaults and shall not be deemed to be the agent of or for the Director appointing him. An alternate Director shall be entitled to contract and be interested in and
benefit from contracts or arrangements or transactions and to be repaid expenses and to be indemnified by the Company to the same extent mutatis mutandis as if he were
a Director but he shall not be entitled to receive from the Company any fee in his capacity as an alternate Director except only such part, if any, of the remuneration
otherwise payable to his appointor as such appointor may by notice in writing to the Company from time to time direct.
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92. Every person acting as an alternate Director shall have one vote for each Director for whom he acts as alternate (in addition to his own vote if he is also a Director). If his

appointor is for the time being absent from the People’s Republic of China or otherwise not available or unable to act, the signature of an alternate Director to any
resolution in writing of the Board or a committee of the Board of which his appointor is a member shall, unless the notice of his appointment provides to the contrary, be
as effective as the signature of his appointor.

 
93. An alternate Director shall ipso facto cease to be an alternate Director if his appointor ceases for any reason to be a Director, however, such alternate Director or any other

person may be re-appointed by the Directors to serve as an alternate Director provided always that, if at any meeting any Director retires but is re-elected at the same
meeting, any appointment of such alternate Director pursuant to these Articles which was in force immediately before his retirement shall remain in force as though he had
not retired.



 
DIRECTORS’ FEES AND EXPENSES

 
94. The Directors shall receive such remuneration as the Board may from time to time determine.
 
95. Each Director shall be entitled to be repaid or prepaid all travelling, hotel and incidental expenses reasonably incurred or expected to be incurred by him in attending

meetings of the Board or committees of the Board or general meetings or separate meetings of any class of shares or of debentures of the Company or otherwise in
connection with the discharge of his duties as a Director.

 
96. Any Director who, by request, goes or resides abroad for any purpose of the Company or who performs services which in the opinion of the Board go beyond the

ordinary duties of a Director may be paid such extra remuneration (whether by way of salary, commission, participation in profits or otherwise) as the Board may determine
and such extra remuneration shall be in addition to or in substitution for any ordinary remuneration provided for by or pursuant to any other Article.
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97. The Board shall determine any payment to any Director or past Director of the Company by way of compensation for loss of office, or as consideration for or in

connection with his retirement from office (not being payment to which the Director is contractually entitled).
 

DIRECTORS’ INTERESTS
 
98. A Director may:

 
(a) hold any other office or place of profit with the Company (except that of Auditor) in conjunction with his office of Director for such period and upon such terms

as the Board may determine. Any remuneration (whether by way of salary, commission, participation in profits or otherwise) paid to any Director in respect of
any such other office or place of profit shall be in addition to any remuneration provided for by or pursuant to any other Article;

 
(b) act by himself or his firm in a professional capacity for the Company (otherwise than as Auditor) and he or his firm may be remunerated for professional services

as if he were not a Director;
 

(c) continue to be or become a director, managing director, joint managing director, deputy managing director, executive director, manager or other officer or member
of any other company promoted by the Company or in which the Company may be interested as a vendor, shareholder or otherwise and, unless otherwise
agreed, no such Director shall be accountable for any remuneration, profits or other benefits received by him as a director, managing director, joint managing
director, deputy managing director, executive director, manager or other officer or member of or from his interests in any such other company. Subject as
otherwise provided by these Articles the Directors may exercise or cause to be exercised the voting powers conferred by the shares in any other company held or
owned by the Company, or exercisable by them as Directors of such other company in such manner in all respects as they think fit (including the exercise thereof
in favour of any resolution appointing themselves or any of them directors, managing directors, joint managing directors, deputy managing directors, executive
directors, managers or other officers of such company) or voting or providing for the payment of remuneration to the director, managing director, joint managing
director, deputy managing director, executive director, manager or other officers of such other company and any Director may vote in favour of the exercise of
such voting rights in manner aforesaid notwithstanding that he may be, or about to be, appointed a director, managing director, joint managing director, deputy
managing director, executive director, manager or other officer of such other company, and that as such he is or may become interested in the exercise of such
voting rights in manner aforesaid.
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Notwithstanding the foregoing, no “Independent Director” as defined in the rules of the Designated Stock Exchange or in Rule 10A-3 under the Exchange Act,
and with respect of whom the Board has determined constitutes an “Independent Director” for purposes of compliance with applicable law or the Company’s
listing requirements, shall without the consent of the Audit Committee take any of the foregoing actions or any other action that would reasonably be likely to
affect such Director’s status as an “Independent Director” of the Company.

 
99. Subject to the Act and to these Articles, no Director or proposed or intending Director shall be disqualified by his office from contracting with the Company, either with

regard to his tenure of any office or place of profit or as vendor, purchaser or in any other manner whatever, nor shall any such contract or any other contract or
arrangement in which any Director is in any way interested be liable to be avoided, nor shall any Director so contracting or being so interested be liable to account to the
Company or the Members for any remuneration, profit or other benefits realised by any such contract or arrangement by reason of such Director holding that office or of
the fiduciary relationship thereby established provided that such Director shall disclose the nature of his interest in any contract or arrangement in which he is interested
in accordance with Article 102 herein. Any such transaction that would reasonably be likely to affect a Director’s status as an “Independent Director”, or that would
constitute a “related party transaction” as defined by Item 7.N of Form 20F promulgated by the SEC, shall require the approval of the Audit Committee.

 
100. A Director who to his knowledge is in any way, whether directly or indirectly, interested in a contract or arrangement or proposed contract or arrangement with the

Company shall declare the nature of his interest at the meeting of the Board at which the question of entering into the contract or arrangement is first considered, if he
knows his interest then exists, or in any other case at the first meeting of the Board after he knows that he is or has become so interested. For the purposes of this Article,
a general notice in writing to the Board by a Director to the effect that:

 
(a) he is a member or officer of a specified company or firm and is to be regarded as interested in any contract or arrangement which may after the date of the notice

in writing be made with that company or firm; or
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(b) he is to be regarded as interested in any contract or arrangement which may after the date of the notice in writing be made with a specified person who is
connected with him;

 
shall be deemed to be a sufficient declaration of interest under this Article in relation to any such contract or arrangement, provided that no such notice shall be
effective unless either it is given at a meeting of the Board or the Director takes reasonable steps to secure that it is brought up and read at the next Board
meeting after it is given.

 
101. Following a declaration being made pursuant to the last preceding two Articles, subject to any separate requirement for Audit Committee approval under applicable law or

the listing rules of the Company’s Designated Stock Exchange, and unless disqualified by the chairman of the relevant Board meeting, a Director may vote in respect of
any contract or proposed contract or arrangement in which such Director is interested and may be counted in the quorum at such meeting.

 
GENERAL POWERS OF THE DIRECTORS

 
102. (1) The business of the Company shall be managed and conducted by the Board, which may pay all expenses incurred in forming and registering the Company and may

exercise all powers of the Company (whether relating to the management of the business of the Company or otherwise) which are not by the Statutes or by these Articles
required to be exercised by the Members in a general meeting, subject nevertheless to the provisions of the Statutes and of these Articles and to such regulations being
not inconsistent with such provisions, as may be prescribed by the Members in a general meeting, but no regulations made by the Members in a general meeting shall
invalidate any prior act of the Board which would have been valid if such regulations had not been made. The general powers given by this Article shall not be limited or
restricted by any special authority or power given to the Board by any other Article.

 
(2) Any person contracting or dealing with the Company in the ordinary course of business shall be entitled to rely on any written or oral contract or agreement or deed,
document or instrument entered into or executed as the case may be by any two of the Directors acting jointly on behalf of the Company and the same shall be deemed to
be validly entered into or executed by the Company as the case may be and shall, subject to any rule of law, be binding on the Company.
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(3) Without prejudice to the general powers conferred by these Articles it is hereby expressly declared that the Board shall have the following powers:
 

(a) To give to any person the right or option of requiring at a future date that an allotment shall be made to him of any share at par or at such premium as may be
agreed.

 
(b) To give to any Directors, officers or employees of the Company an interest in any particular business or transaction or participation in the profits thereof or in the

general profits of the Company either in addition to or in substitution for a salary or other remuneration.
 

(c) To resolve that the Company be deregistered in the Cayman Islands and continued in a named jurisdiction outside the Cayman Islands subject to the provisions
of the Act.

 
103. The Board may establish any regional or local boards or agencies for managing any of the affairs of the Company in any place, and may appoint any persons to be

members of such local boards, or any managers or agents, and may fix their remuneration (either by way of salary or by commission or by conferring the right to
participation in the profits of the Company or by a combination of two or more of these modes) and pay the working expenses of any staff employed by them upon the
business of the Company. The Board may delegate to any regional or local board, manager or agent any of the powers, authorities and discretions vested in or exercisable
by the Board (other than its powers to make calls and forfeit shares), with power to sub-delegate, and may authorise the members of any of them to fill any vacancies
therein and to act notwithstanding vacancies. Any such appointment or delegation may be made upon such terms and subject to such conditions as the Board may think
fit, and the Board may remove any person appointed as aforesaid, and may revoke or vary such delegation, but no person dealing in good faith and without notice of any
such revocation or variation shall be affected thereby.

 
104. The Board may by power of attorney appoint any company, firm or person or any fluctuating body of persons, whether nominated directly or indirectly by the Board, to

be the attorney or attorneys of the Company for such purposes and with such powers, authorities and discretions (not exceeding those vested in or exercisable by the
Board under these Articles) and for such period and subject to such conditions as it may think fit, and any such power of attorney may contain such provisions for the
protection and convenience of persons dealing with any such attorney as the Board may think fit, and may also authorise any such attorney to sub-delegate all or any of
the powers, authorities and discretions vested in him. Such attorney or attorneys may, if so authorised under the Seal of the Company, execute any deed or instrument
under their personal seal with the same effect as the affixation of the Company’s Seal.
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105. The Board may entrust to and confer upon a managing director, joint managing director, deputy managing director, an executive director or any Director any of the powers

exercisable by it upon such terms and conditions and with such restrictions as it thinks fit, and either collaterally with, or to the exclusion of, its own powers, and may from



time to time revoke or vary all or any of such powers but no person dealing in good faith and without notice of such revocation or variation shall be affected thereby.
 
106. All cheques, promissory notes, drafts, bills of exchange and other instruments, whether negotiable or transferable or not, and all receipts for moneys paid to the Company

shall be signed, drawn, accepted, endorsed or otherwise executed, as the case may be, in such manner as the Board shall from time to time by resolution determine. The
Company’s banking accounts shall be kept with such banker or bankers as the Board shall from time to time determine.

 
107. (1) The Board may establish or concur or join with other companies (being subsidiary companies of the Company or companies with which it is associated in business) in

establishing and making contributions out of the Company’s moneys to any schemes or funds for providing pensions, sickness or compassionate allowances, life
assurance or other benefits for employees (which expression as used in this and the following paragraph shall include any Director or ex-Director who may hold or have
held any executive office or any office of profit under the Company or any of its subsidiary companies) and ex-employees of the Company and their dependants or any
class or classes of such person.

 
(2) The Board may pay, enter into agreements to pay or make grants of revocable or irrevocable pensions or other benefits to employees and ex-employees and their
dependants, or to any of such persons, including pensions or benefits additional to those, if any, to which such employees or ex-employees or their dependants are or
may become entitled under any such scheme or fund as mentioned in the last preceding paragraph. Any such pension or benefit may, as the Board considers desirable, be
granted to an employee either before and in anticipation of or upon or at any time after his actual retirement, and may be subject or not subject to any terms or conditions
as the Board may determine.

 
BORROWING POWERS

 
108. The Board may exercise all the powers of the Company to raise or borrow money and to mortgage or charge all or any part of the undertaking, property and assets

(present and future) and uncalled capital of the Company and, subject to the Act, to issue debentures, bonds and other securities, whether outright or as collateral
security for any debt, liability or obligation of the Company or of any third party.
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109. Debentures, bonds and other securities may be made assignable free from any equities between the Company and the person to whom the same may be issued.
 
110. Any debentures, bonds or other securities may be issued at a discount (other than shares), premium or otherwise and with any special privileges as to redemption,

surrender, drawings, allotment of shares, attending and voting at general meetings of the Members, appointment of Directors and otherwise.
 
111. (1) Where any uncalled capital of the Company is charged, all persons taking any subsequent charge thereon shall take the same subject to such prior charge, and shall

not be entitled, by notice to the Members or otherwise, to obtain priority over such prior charge.
 

(2) The Board shall cause a proper register to be kept, in accordance with the provisions of the Act, of all charges specifically affecting the property of the Company and
of any series of debentures issued by the Company and shall duly comply with the requirements of the Act in regard to the registration of charges and debentures therein
specified and otherwise.

 
PROCEEDINGS OF THE DIRECTORS

 
112. The Board may meet for the despatch of business, adjourn and otherwise regulate its meetings as it considers appropriate. Questions arising at any meeting shall be

determined by a majority of votes. In the case of any equality of votes the chairman of the meeting shall have an additional or casting vote.
 
113. A meeting of the Board may be convened by the Secretary on request of a Director or by any Director. The Secretary shall convene a meeting of the Board of which notice

may be given in writing or by telephone or in such other manner as the Board may from time to time determine whenever he shall be required so to do by the chief
executive officer or chairman, as the case may be, or any Director.

 
114. (1) The quorum necessary for the transaction of the business of the Board may be fixed by the Board and, unless so fixed at any other number, shall be a simple majority

of the members of the Board. An alternate Director shall be counted in a quorum in the case of the absence of a Director for whom he is the alternate provided that he shall
not be counted more than once for the purpose of determining whether or not a quorum is present.
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(2) Directors may participate in any meeting of the Board by means of a conference telephone or other communications equipment through which all persons participating
in the meeting can communicate with each other simultaneously and instantaneously and, for the purpose of counting a quorum, such participation shall constitute
presence at a meeting as if those participating were present in person.

 
(3) Any Director who ceases to be a Director at a Board meeting may continue to be present and to act as a Director and be counted in the quorum until the termination of
such Board meeting if no other Director objects and if otherwise a quorum of Directors would not be present.
 

115. The continuing Directors or a sole continuing Director may act notwithstanding any vacancy in the Board but, if and so long as the number of Directors is reduced below
the minimum number fixed by or in accordance with these Articles, the continuing Directors or Director, notwithstanding that the number of Directors is below the number
fixed by or in accordance with these Articles as the quorum or that there is only one continuing Director, may act for the purpose of filling vacancies in the Board or of
summoning general meetings of the Company but not for any other purpose.

 
116. The Chairman of the Board shall be the chairman of all meetings of the Board. If the Chairman of the Board is not present at any meeting within five (5) minutes after the

time appointed for holding the same, the Directors present may choose one of their number to be chairman of the meeting.
 



117. A meeting of the Board at which a quorum is present shall be competent to exercise all the powers, authorities and discretions for the time being vested in or exercisable
by the Board.

 
118. (1) The Board may delegate any of its powers, authorities and discretions to committees (including, without limitation, the Audit Committee), consisting of such Director

or Directors and other persons as it thinks fit, and they may, from time to time, revoke such delegation or revoke the appointment of and discharge any such committees
either wholly or in part, and either as to persons or purposes. Any committee so formed shall, in the exercise of the powers, authorities and discretions so delegated,
conform to any regulations which may be imposed on it by the Board.

 
(2) All acts done by any such committee in conformity with such regulations, and in fulfilment of the purposes for which it was appointed, but not otherwise, shall have
like force and effect as if done by the Board, and the Board (or if the Board delegates such power, the committee) shall have power to remunerate the members of any such
committee, and charge such remuneration to the current expenses of the Company.
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119. The meetings and proceedings of any committee consisting of two or more members shall be governed by the provisions contained in these Articles for regulating the

meetings and proceedings of the Board so far as the same are applicable and are not superseded by any regulations imposed by the Board under the last preceding
Article, indicating, without limitation, any committee charter adopted by the Board for purposes or in respect of any such committee.

 
120. A resolution in writing signed by all the Directors except such as are temporarily unable to act due to ill-health or disability shall (provided that such number is sufficient

to constitute a quorum and further provided that a copy of such resolution has been given or the contents thereof communicated to all the Directors for the time being
entitled to receive notices of Board meetings in the same manner as notices of meetings are required to be given by these Articles) be as valid and effectual as if a
resolution had been passed at a meeting of the Board duly convened and held. Such resolution may be contained in one document or in several documents in like form
each signed by one or more of the Directors and for this purpose a facsimile signature of a Director shall be treated as valid.

 
121. All acts bona fide done by the Board or by any committee or by any person acting as a Director or members of a committee, shall, notwithstanding that it is afterwards

discovered that there was some defect in the appointment of any member of the Board or such committee or person acting as aforesaid or that they or any of them were
disqualified or had vacated office, be as valid as if every such person had been duly appointed and was qualified and had continued to be a Director or member of such
committee.

 
COMMITTEES

 
122. Without prejudice to the freedom of the Directors to establish any other committees, for so long as the shares of the Company (or depositary receipts therefor) are listed

or quoted on the Designated Stock Exchange, the Board shall establish and maintain an Audit Committee as a committee of the Board, the composition and
responsibilities of which shall comply with the rules of the Designated Stock Exchange and the rules and regulations of the SEC.

 
123. (1) The Board shall adopt a formal written audit committee charter and review and assess the adequacy of the formal written charter on an annual basis.
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(2) The Audit Committee shall meet at least once every financial quarter, or more frequently as circumstances dictate.
 
124. For so long as the shares of the Company (or depositary receipts therefor) are listed or quoted on the Designated Stock Exchange, the Company shall conduct an

appropriate review of all related party transactions on an ongoing basis and shall utilize the Audit Committee for the review and approval of potential conflicts of interest.
Specially, the Audit Committee shall approve any transaction or transactions between the Company and any of the following parties: (i) any shareholder owning an
interest in the voting power of the Company or any subsidiary of the Company that gives such shareholder significant influence over the Company or any subsidiary of
the Company, (ii) any director or executive officer of the Company or any subsidiary of the Company and any relative of such director or executive officer, (iii) any person
in which a substantial interest in the voting power of the Company is owned, directly or indirectly, by any person described in (i) or (ii) or over which such a person is able
to exercise significant influence, and (iv) any affiliate (other than a subsidiary) of the Company.

 
OFFICERS

 
125. (1) The officers of the Company shall consist of the Chairman of the Board, the Directors and Secretary and such additional officers (who may or may not be Directors) as

the Board may from time to time determine, all of whom shall be deemed to be officers for the purposes of the Act and these Articles. In addition to the officers of the
Company, the Board may also from time to time determine and appoint managers and delegate to the same such powers and duties as are prescribed by the Board.

 
(2) The Directors shall, as soon as may be after each appointment or election of Directors, elect amongst the Directors a chairman and if more than one Director is
proposed for this office, the election to such office shall take place in such manner as the Directors may determine.

 
(3) The officers shall receive such remuneration as the Directors may from time to time determine.

 
126. (1) The Secretary and additional officers, if any, shall be appointed by the Board and shall hold office on such terms and for such period as the Board may determine. If

thought fit, two or more persons may be appointed as joint Secretaries. The Board may also appoint from time to time on such terms as it thinks fit one or more assistant or
deputy Secretaries.
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(2) The Secretary shall attend all meetings of the Members and shall keep correct minutes of such meetings and enter the same in the proper books provided for the
purpose. He shall perform such other duties as are prescribed by the Act or these Articles or as may be prescribed by the Board.

 
127. The officers of the Company shall have such powers and perform such duties in the management, business and affairs of the Company as may be delegated to them by

the Directors from time to time.
 
128. A provision of the Act or of these Articles requiring or authorising a thing to be done by or to a Director and the Secretary shall not be satisfied by its being done by or to

the same person acting both as Director and as or in place of the Secretary.
 

REGISTER OF DIRECTORS AND OFFICERS
 

129. The Company shall cause to be kept in one or more books at its Office a Register of Directors and Officers in which there shall be entered the full names and addresses of
the Directors and Officers and such other particulars as required by the Act or as the Directors may determine. The Company shall send to the Registrar of Companies in
the Cayman Islands a copy of such register, and shall from time to time notify to the said Registrar of any change that takes place in relation to such Directors and Officers
as required by the Act.

 
MINUTES

 
130. (1) The Board shall cause minutes to be duly entered in books provided for the purpose:
 

(a) of all elections and appointments of officers;
 

(b) of the names of the Directors present at each meeting of the Directors and of any committee of the Directors;
 

(c) of all resolutions and proceedings of each general meeting of the Members, meetings of the Board and meetings of committees of the Board and where there are
managers, of all proceedings of meetings of the managers.

 
 (2) Minutes shall be kept by the Secretary at the Office.
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SEAL
 
131. (1) The Company shall have one or more Seals, as the Board may determine. For the purpose of sealing documents creating or evidencing securities issued by the

Company, the Company may have a securities seal which is a facsimile of the Seal of the Company with the addition of the word “Securities” on its face or in such other
form as the Board may approve. The Board shall provide for the custody of each Seal and no Seal shall be used without the authority of the Board or of a committee of the
Board authorised by the Board in that behalf. Subject as otherwise provided in these Articles, any instrument to which a Seal is affixed shall be signed autographically by
one Director and the Secretary or by two Directors or by such other person (including a Director) or persons as the Board may appoint, either generally or in any particular
case, save that as regards any certificates for shares or debentures or other securities of the Company the Board may by resolution determine that such signatures or
either of them shall be dispensed with or affixed by some method or system of mechanical signature. Every instrument executed in manner provided by this Article 133
shall be deemed to be sealed and executed with the authority of the Board previously given.

 
(2) Where the Company has a Seal for use abroad, the Board may by writing under the Seal appoint any agent or committee abroad to be the duly authorised agent of the
Company for the purpose of affixing and using such Seal and the Board may impose restrictions on the use thereof as may be thought fit. Wherever in these Articles
reference is made to the Seal, the reference shall, when and so far as may be applicable, be deemed to include any such other Seal as aforesaid.

 
AUTHENTICATION OF DOCUMENTS

 
132. Any Director or the Secretary or any person appointed by the Board for the purpose may authenticate any documents affecting the constitution of the Company and any

resolution passed by the Company or the Board or any committee, and any books, records, documents and accounts relating to the business of the Company, and to
certify copies thereof or extracts therefrom as true copies or extracts, and if any books, records, documents or accounts are elsewhere than at the Office or the head office
the local manager or other officer of the Company having the custody thereof shall be deemed to be a person so appointed by the Board. A document purporting to be a
copy of a resolution, or an extract from the minutes of a meeting, of the Company or of the Board or any committee thereof which is so certified shall be conclusive
evidence in favour of all persons dealing with the Company upon the faith thereof that such resolution has been duly passed or, as the case may be, that such minutes or
extract is a true and accurate record of proceedings at a duly constituted meeting.
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DESTRUCTION OF DOCUMENTS

 
133. (1) The Company shall be entitled to destroy the following documents at the following times:
 

(a) any share certificate which has been cancelled at any time after the expiry of one (1) year from the date of such cancellation;
   

(b) any dividend mandate or any variation or cancellation thereof or any notification of change of name or address at any time after the expiry of two (2) years from
the date such mandate variation cancellation or notification was recorded by the Company;

   
(c) any instrument of transfer of shares which has been registered at any time after the expiry of seven (7) years from the date of registration;

   
(d) any allotment letters after the expiry of seven (7) years from the date of issue thereof; and

   
(e) copies of powers of attorney, grants of probate and letters of administration at any time after the expiry of seven (7) years after the account to which the relevant

power of attorney, grant of probate or letters of administration related has been closed;
 

and it shall conclusively be presumed in favour of the Company that every entry in the Register purporting to be made on the basis of any such documents so
destroyed was duly and properly made and every share certificate so destroyed was a valid certificate duly and properly cancelled and that every instrument of
transfer so destroyed was a valid and effective instrument duly and properly registered and that every other document destroyed hereunder was a valid and
effective document in accordance with the recorded particulars thereof in the books or records of the Company. Provided always that: (1) the foregoing
provisions of this Article 135 shall apply only to the destruction of a document in good faith and without express notice to the Company that the preservation of
such document was relevant to a claim; (2) nothing contained in this Article 135 shall be construed as imposing upon the Company any liability in respect of the
destruction of any such document earlier than as aforesaid or in any case where the conditions of proviso (1) above are not fulfilled; and (3) references in this
Article to the destruction of any document include references to its disposal in any manner.
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(2) Notwithstanding any provision contained in these Articles, the Directors may, if permitted by applicable law, authorise the destruction of documents set out in sub-
paragraphs (a) to (e) of paragraph (1) of this Article 135 and any other documents in relation to share registration which have been microfilmed or electronically stored by
the Company or by the share registrar on its behalf provided always that this Article shall apply only to the destruction of a document in good faith and without express
notice to the Company and its share registrar that the preservation of such document was relevant to a claim.

 
DIVIDENDS AND OTHER PAYMENTS

 
134. Subject to the Act, the Company in general meeting or Board may from time to time declare dividends in any currency to be paid to the Members.
  
135. Dividends may be declared and paid out of the profits of the Company, realised or unrealised, or from any reserve set aside from profits which the Directors determine is

no longer needed. The Board may also declare and pay dividends out of share premium account or any other fund or account which can be authorised for this purpose in
accordance with the Act.

 
136. Except in so far as the rights attaching to, or the terms of issue of, any share otherwise provide,
 

(a) all dividends shall be declared and paid according to the amounts paid up on the shares in respect of which the dividend is paid, but no amount paid up on a
share in advance of calls shall be treated for the purposes of this Article as paid up on the share; and

 
(b) all dividends shall be apportioned and paid pro rata according to the amounts paid up on the shares during any portion or portions of the period in respect of

which the dividend is paid.
 
137. The Board may from time to time pay to the Members such interim dividends as appear to the Board to be justified by the profits of the Company and in particular (but

without prejudice to the generality of the foregoing) if at any time the share capital of the Company is divided into different classes, the Board may pay such interim
dividends in respect of those shares in the capital of the Company which confer on the holders thereof deferred or non-preferential rights as well as in respect of those
shares which confer on the holders thereof preferential rights with regard to dividend and may also pay any fixed dividend which is payable on any shares of the
Company half-yearly or on any other dates, whenever such profits, in the opinion of the Board, justifies such payment. The Board shall not incur any responsibility to the
holders of shares conferring any preference for any damage that they may suffer by reason of the payment of an interim dividend on any shares having deferred or non-
preferential rights
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138. The Board may deduct from any dividend or other moneys payable to a Member by the Company on or in respect of any shares all sums of money (if any) presently

payable by him to the Company on account of calls or otherwise.
 
139 No dividend or other moneys payable by the Company on or in respect of any share shall bear interest against the Company.
 
140. Any dividend, interest or other sum payable in cash to the holder of shares may be paid by cheque or warrant sent through the post addressed to the holder at his

registered address or, in the case of joint holders, addressed to the holder whose name stands first in the Register in respect of the shares at his address as appearing in
the Register or addressed to such person and at such address as the holder or joint holders may in writing direct. Every such cheque or warrant shall, unless the holder or
joint holders otherwise direct, be made payable to the order of the holder or, in the case of joint holders, to the order of the holder whose name stands first on the Register



in respect of such shares, and shall be sent at his or their risk and payment of the cheque or warrant by the bank on which it is drawn shall constitute a good discharge to
the Company notwithstanding that it may subsequently appear that the same has been stolen or that any endorsement thereon has been forged. Any one of two or more
joint holders may give effectual receipts for any dividends or other moneys payable or property distributable in respect of the shares held by such joint holders.

 
141. All dividends or bonuses unclaimed for one (1) year after having been declared may be invested or otherwise made use of by the Board for the benefit of the Company

until claimed. Any dividend or bonuses unclaimed after a period of six (6) years from the date of declaration shall be forfeited and shall revert to the Company. The
payment by the Board of any unclaimed dividend or other sums payable on or in respect of a share into a separate account shall not constitute the Company a trustee in
respect thereof.
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142. Whenever the Board has resolved that a dividend be paid or declared, the Board may further resolve that such dividend be satisfied wholly or in part by the distribution

of specific assets of any kind and in particular of paid up shares, debentures or warrants to subscribe securities of the Company or any other company, or in any one or
more of such ways, and where any difficulty arises in regard to the distribution the Board may settle the same as it thinks expedient, and in particular may issue certificates
in respect of fractions of shares, disregard fractional entitlements or round the same up or down, and may fix the value for distribution of such specific assets, or any part
thereof, and may determine that cash payments shall be made to any Members upon the basis of the value so fixed in order to adjust the rights of all parties, and may vest
any such specific assets in trustees as may seem expedient to the Board and may appoint any person to sign any requisite instruments of transfer and other documents
on behalf of the persons entitled to the dividend, and such appointment shall be effective and binding on the Members. The Board may resolve that no such assets shall
be made available to Members with registered addresses in any particular territory or territories where, in the absence of a registration statement or other special
formalities, such distribution of assets would or might, in the opinion of the Board, be unlawful or impracticable and in such event the only entitlement of the Members
aforesaid shall be to receive cash payments as aforesaid. Members affected as a result of the foregoing sentence shall not be or be deemed to be a separate class of
Members for any purpose whatsoever.

 
143. (1) Whenever the Board has resolved that a dividend be paid or declared on any class of the share capital of the Company, the Board may further resolve either:
 

(a) that such dividend be satisfied wholly or in part in the form of an allotment of shares credited as fully paid up, provided that the Members entitled thereto will be
entitled to elect to receive such dividend (or part thereof if the Board so determines) in cash in lieu of such allotment. In such case, the following provisions shall
apply:

 
(i) the basis of any such allotment shall be determined by the Board;

 
(ii) the Board, after determining the basis of allotment, shall give not less than ten (10) days’ notice in writing to the holders of the relevant shares of the

right of election accorded to them and shall send with such notice forms of election and specify the procedure to be followed and the place at which and
the latest date and time by which duly completed forms of election must be lodged in order to be effective;

 
(iii) the right of election may be exercised in respect of the whole or part of that portion of the dividend in respect of which the right of election has been

accorded; and
 

(iv) the dividend (or that part of the dividend to be satisfied by the allotment of shares as aforesaid) shall not be payable in cash on shares in respect
whereof the cash election has not been duly exercised (“the non-elected shares”) and in satisfaction thereof shares of the relevant class shall be allotted
credited as fully paid up to the holders of the non-elected shares on the basis of allotment determined as aforesaid and for such purpose the Board shall
capitalise and apply out of any part of the undivided profits of the Company (including profits carried and standing to the credit of any reserves or other
special account, share premium account, capital redemption reserve other than the Subscription Rights Reserve) as the Board may determine, such sum
as may be required to pay up in full the appropriate number of shares of the relevant class for allotment and distribution to and amongst the holders of
the non-elected shares on such basis; or
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(b) that the Members entitled to such dividend shall be entitled to elect to receive an allotment of shares credited as fully paid up in lieu of the whole or such part of
the dividend as the Board may think fit. In such case, the following provisions shall apply:

   
(i) the basis of any such allotment shall be determined by the Board;

 
(ii) the Board, after determining the basis of allotment, shall give not less than ten (10) days’ notice in writing to the holders of the relevant shares of the

right of election accorded to them and shall send with such notice forms of election and specify the procedure to be followed and the place at which and
the latest date and time by which duly completed forms of election must be lodged in order to be effective;

 
(iii) the right of election may be exercised in respect of the whole or part of that portion of the dividend in respect of which the right of election has been

accorded; and
 

(iv) the dividend (or that part of the dividend in respect of which a right of election has been accorded) shall not be payable in cash on shares in respect
whereof the share election has been duly exercised (“the elected shares”) and in satisfaction thereof shares of the relevant class shall be allotted
credited as fully paid up to the holders of the elected shares on the basis of allotment determined as aforesaid and for such purpose the Board shall
capitalise and apply out of any part of the undivided profits of the Company (including profits carried and standing to the credit of any reserves or other
special account, share premium account, capital redemption reserve other than the Subscription Rights Reserve) as the Board may determine, such sum
as may be required to pay up in full the appropriate number of shares of the relevant class for allotment and distribution to and amongst the holders of
the elected shares on such basis.
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(2) (a) The shares allotted pursuant to the provisions of paragraph (1) of this Article 45 shall rank pari passu in all respects with shares of the same class (if
any) then in issue save only as regards participation in the relevant dividend or in any other distributions, bonuses or rights paid, made, declared or
announced prior to or contemporaneously with the payment or declaration of the relevant dividend unless, contemporaneously with the announcement
by the Board of their proposal to apply the provisions of sub-paragraph (a) or (b) of paragraph (2) of this Article 145 in relation to the relevant dividend
or contemporaneously with their announcement of the distribution, bonus or rights in question, the Board shall specify that the shares to be allotted
pursuant to the provisions of paragraph (1) of this Article shall rank for participation in such distribution, bonus or rights.

   
  (b) The Board may do all acts and things considered necessary or expedient to give effect to any capitalisation pursuant to the provisions of paragraph (1)

of this Article 145 , with full power to the Board to make such provisions as it thinks fit in the case of shares becoming distributable in fractions
(including provisions whereby, in whole or in part, fractional entitlements are aggregated and sold and the net proceeds distributed to those entitled, or
are disregarded or rounded up or down or whereby the benefit of fractional entitlements accrues to the Company rather than to the Members
concerned). The Board may authorise any person to enter into on behalf of all Members interested, an agreement with the Company providing for such
capitalisation and matters incidental thereto and any agreement made pursuant to such authority shall be effective and binding on all concerned.

 
(3) The Board may resolve in respect of any one particular dividend of the Company that notwithstanding the provisions of paragraph (1) of this Article 145 a dividend
may be satisfied wholly in the form of an allotment of shares credited as fully paid up without offering any right to shareholders to elect to receive such dividend in cash
in lieu of such allotment.

 
(4) The Board may on any occasion determine that rights of election and the allotment of shares under paragraph (1) of this Article 145 shall not be made available or made
to any shareholders with registered addresses in any territory where, in the absence of a registration statement or other special formalities, the circulation of an offer of
such rights of election or the allotment of shares would or might, in the opinion of the Board, be unlawful or impracticable, and in such event the provisions aforesaid shall
be read and construed subject to such determination. Members affected as a result of the foregoing sentence shall not be or be deemed to be a separate class of Members
for any purpose whatsoever.
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(5) Any resolution declaring a dividend on shares of any class may specify that the same shall be payable or distributable to the persons registered as the holders of such
shares at the close of business on a particular date, notwithstanding that it may be a date prior to that on which the resolution is passed, and thereupon the dividend shall
be payable or distributable to them in accordance with their respective holdings so registered, but without prejudice to the rights inter se in respect of such dividend of
transferors and transferees of any such shares. The provisions of this Article shall mutatis mutandis apply to bonuses, capitalisation issues, distributions of realised
capital profits or offers or grants made by the Company to the Members.

 
RESERVES

 
144. (1) The Board shall establish an account to be called the share premium account and shall carry to the credit of such account from time to time a sum equal to the amount

or value of the premium paid on the issue of any share in the Company. Unless otherwise provided by the provisions of these Articles, the Board may apply the share
premium account in any manner permitted by the Act. The Company shall at all times comply with the provisions of the Act in relation to the share premium account.

 
(2) Before recommending any dividend, the Board may set aside out of the profits of the Company such sums as it determines as reserves which shall, at the discretion of
the Board, be applicable for any purpose to which the profits of the Company may be properly applied and pending such application may, also at such discretion, either
be employed in the business of the Company or be invested in such investments as the Board may from time to time think fit and so that it shall not be necessary to keep
any investments constituting the reserve or reserves separate or distinct from any other investments of the Company. The Board may also without placing the same to
reserve carry forward any profits which it may think prudent not to distribute.

 
CAPITALISATION

 
145. The Company may, upon the recommendation of the Board, at any time and from time to time pass an ordinary resolution to the effect that it is desirable to capitalise all or

any part of any amount for the time being standing to the credit of any reserve or fund (including a share premium account and capital redemption reserve and the profit
and loss account) whether or not the same is available for distribution and accordingly that such amount be set free for distribution among the Members or any class of
Members who would be entitled thereto if it were distributed by way of dividend and in the same proportions, on the basis that the same is not paid in cash but is applied
either in or towards paying up the amounts for the time being unpaid on any shares in the Company held by such Members respectively or in paying up in full unissued
shares, debentures or other obligations of the Company, to be allotted and distributed credited as fully paid up among such Members, or partly in one way and partly in
the other, and the Board shall give effect to such resolution provided that, for the purposes of this Article 147, a share premium account and any capital redemption
reserve or fund representing unrealised profits, may be applied only in paying up in full unissued shares of the Company to be allotted to such Members credited as fully
paid.
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146. The Board may settle, as it considers appropriate, any difficulty arising in regard to any distribution under Article 147 and in particular may issue certificates in respect of

fractions of shares or authorise any person to sell and transfer any fractions or may resolve that the distribution should be as nearly as may be practicable in the correct
proportion but not exactly so or may ignore fractions altogether, and may determine that cash payments shall be made to any Members in order to adjust the rights of all
parties, as may seem expedient to the Board. The Board may appoint any person to sign on behalf of the persons entitled to participate in the distribution any contract
necessary or desirable for giving effect thereto and such appointment shall be effective and binding upon the Members.

 
SUBSCRIPTION RIGHTS RESERVE

 
147. The following provisions shall have effect to the extent that they are not prohibited by and are in compliance with the Act:
 

(1) If, so long as any of the rights attached to any warrants issued by the Company to subscribe for shares of the Company shall remain exercisable, the Company
does any act or engages in any transaction which, as a result of any adjustments to the subscription price in accordance with the provisions of the conditions of
the warrants, would reduce the subscription price to below the par value of a share, then the following provisions shall apply:

 
(a) as from the date of such act or transaction the Company shall establish and thereafter (subject as provided in this Article 149) maintain in accordance with the

provisions of this Article 149 a reserve (the “Subscription Rights Reserve”) the amount of which shall at no time be less than the sum which for the time being
would be required to be capitalised and applied in paying up in full the nominal amount of the additional shares required to be issued and allotted credited as
fully paid pursuant to sub-paragraph (c) below on the exercise in full of all the subscription rights outstanding and shall apply the Subscription Rights Reserve in
paying up such additional shares in full as and when the same are allotted;
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(b) the Subscription Rights Reserve shall not be used for any purpose other than that specified above unless all other reserves of the Company (other than share
premium account) have been extinguished and will then only be used to make good losses of the Company if and so far as is required by the Act;

 
(c) upon the exercise of all or any of the subscription rights represented by any warrant, the relevant subscription rights shall be exercisable in respect of a nominal

amount of shares equal to the amount in cash which the holder of such warrant is required to pay on exercise of the subscription rights represented thereby (or,
as the case may be the relevant portion thereof in the event of a partial exercise of the subscription rights) and, in addition, there shall be allotted in respect of
such subscription rights to the exercising warrantholder, credited as fully paid, such additional nominal amount of shares as is equal to the difference between:

 
(i) the said amount in cash which the holder of such warrant is required to pay on exercise of the subscription rights represented thereby (or, as the case

may be, the relevant portion thereof in the event of a partial exercise of the subscription rights); and
 

(ii) the nominal amount of shares in respect of which such subscription rights would have been exercisable having regard to the provisions of the
conditions of the warrants, had it been possible for such subscription rights to represent the right to subscribe for shares at less than par and
immediately upon such exercise so much of the sum standing to the credit of the Subscription Rights Reserve as is required to pay up in full such
additional nominal amount of shares shall be capitalised and applied in paying up in full such additional nominal amount of shares which shall forthwith
be allotted credited as fully paid to the exercising warrantholders; and
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(d) if, upon the exercise of the subscription rights represented by any warrant, the amount standing to the credit of the Subscription Rights Reserve is not sufficient
to pay up in full such additional nominal amount of shares equal to such difference as aforesaid to which the exercising warrantholder is entitled, the Board shall
apply any profits or reserves then or thereafter becoming available (including, to the extent permitted by the Act, share premium account) for such purpose until
such additional nominal amount of shares is paid up and allotted as aforesaid and until then no dividend or other distribution shall be paid or made on the fully
paid shares of the Company then in issue. Pending such payment and allotment, the exercising warrantholder shall be issued by the Company with a certificate
evidencing his right to the allotment of such additional nominal amount of shares. The rights represented by any such certificate shall be in registered form and
shall be transferable in whole or in part in units of one share in the like manner as the shares for the time being are transferable, and the Company shall make such
arrangements in relation to the maintenance of a register therefor and other matters in relation thereto as the Board may think fit and adequate particulars thereof
shall be made known to each relevant exercising warrantholder upon the issue of such certificate.

 
(2) Shares allotted pursuant to the provisions of this Article shall rank pari passu in all respects with the other shares allotted on the relevant exercise of the subscription
rights represented by the warrant concerned. Notwithstanding anything contained in paragraph (1) of this Article, no fraction of any share shall be allotted on exercise of
the subscription rights.

 
(3) The provision of this Article as to the establishment and maintenance of the Subscription Rights Reserve shall not be altered or added to in any way which would vary
or abrogate, or which would have the effect of varying or abrogating the provisions for the benefit of any warrantholder or class of warrantholders under this Article
without the sanction of a special resolution of such warrantholders or class of warrantholders.

 
(4) A certificate or report by the auditors for the time being of the Company as to whether or not the Subscription Rights Reserve is required to be established and
maintained and if so the amount thereof so required to be established and maintained, as to the purposes for which the Subscription Rights Reserve has been used, as to
the extent to which it has been used to make good losses of the Company, as to the additional nominal amount of shares required to be allotted to exercising
warrantholders credited as fully paid, and as to any other matter concerning the Subscription Rights Reserve shall (in the absence of manifest error) be conclusive and
binding upon the Company and all warrantholders and shareholders.
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ACCOUNTING RECORDS
 
148. The Board shall cause true accounts to be kept of the sums of money received and expended by the Company, and the matters in respect of which such receipt and

expenditure take place, and of the property, assets, credits and liabilities of the Company and of all other matters required by the Act or necessary to give a true and fair
view of the Company’s affairs and to explain its transactions.

 
149. The accounting records shall be kept at the Office or, at such other place or places as the Board decides and shall always be open to inspection by the Directors. No

Member (other than a Director) shall have any right of inspecting any accounting record or book or document of the Company except as conferred by the Act or
authorised by the Board or the Members in general meeting.

 
150. Subject to Article 153, a printed copy of the Directors’ report, accompanied by the balance sheet and profit and loss account, including every document required by the

Act to be annexed thereto, made up to the end of the applicable financial year and containing a summary of the assets and liabilities of the Company under convenient
heads and a statement of income and expenditure, together with a copy of the Auditors’ report, shall be sent to each person entitled thereto at least ten (10) days before
the date of the general meeting and laid before the Company at the annual general meeting held in accordance with Article 56 provided that this Article 156 shall not
require a copy of those documents to be sent to any person whose address the Company is not aware or to more than one of the joint holders of any shares or
debentures.

 
151. Subject to due compliance with all applicable Statutes, rules and regulations, including, without limitation, the rules of the Designated Stock Exchange, and to obtaining all

necessary consents, if any, required thereunder, the requirements of Article 152 shall be deemed satisfied in relation to any person by sending to the person in any
manner not prohibited by the Statutes, a summary financial statement derived from the Company’s annual accounts and the directors’ report which shall be in the form
and containing the information required by applicable laws and regulations, provided that any person who is otherwise entitled to the annual financial statements of the
Company and the directors’ report thereon may, if he so requires by notice in writing served on the Company, demand that the Company sends to him, in addition to a
summary financial statement, a complete printed copy of the Company’s annual financial statement and the directors’ report thereon.

 
152. The requirement to send to a person referred to in Article 152 the documents referred to in that article or a summary financial report in accordance with Article 153 shall be

deemed satisfied where, in accordance with all applicable Statutes, rules and regulations, including, without limitation, the rules of the Designated Stock Exchange, the
Company publishes copies of the documents referred to in Article 152 and, if applicable, a summary financial report complying with Article 153, on the Company’s
computer network or in any other permitted manner (including by sending any form of electronic communication), and that person has agreed or is deemed to have agreed
to treat the publication or receipt of such documents in such manner as discharging the Company’s obligation to send to him a copy of such documents.
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AUDIT
 
153. Subject to applicable law and rules of the Designated Stock Exchange, the Board may appoint an Auditor to audit the accounts of the Company. Such auditor may be a

Member but no Director or officer or employee of the Company shall, during his continuance in office, be eligible to act as an auditor of the Company.
  
154. Subject to the Act the accounts of the Company shall be audited at least once in every year.
  
155. The remuneration of the Auditor shall be determined by the Audit Committee or, in the absence of such an Audit Committee, by the Board.
 
156. If the office of auditor becomes vacant by the resignation or death of the Auditor, or by his becoming incapable of acting by reason of illness or other disability at a time

when his services are required, the Directors shall fill the vacancy and determine the remuneration of such Auditor.
 
157. The Auditor shall at all reasonable times have access to all books kept by the Company and to all accounts and vouchers relating thereto; and he may call on the

Directors or officers of the Company for any information in their possession relating to the books or affairs of the Company.
 
158. The statement of income and expenditure and the balance sheet provided for by these Articles shall be examined by the Auditor and compared by him with the books,

accounts and vouchers relating thereto; and he shall make a written report thereon stating whether such statement and balance sheet are drawn up so as to present fairly
the financial position of the Company and the results of its operations for the period under review and, in case information shall have been called for from Directors or
officers of the Company, whether the same has been furnished and has been satisfactory. The financial statements of the Company shall be audited by the Auditor in
accordance with generally accepted auditing standards. The Auditor shall make a written report thereon in accordance with generally accepted auditing standards and the
report of the Auditor shall be submitted to the Audit Committee. The generally accepted auditing standards referred to herein may be those of a country or jurisdiction
other than the Cayman Islands. If so, the financial statements and the report of the Auditor should disclose this fact and name such country or jurisdiction.
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NOTICES
 
159. Any notice in writing or document, whether or not, to be given or issued under these Articles from the Company to a Member shall be in writing or by cable, telex or

facsimile transmission message or other form of electronic transmission or communication and any such notice and document may be served or delivered by the Company
on or to any Member either personally or by sending it through the post in a prepaid envelope addressed to such Member at his registered address as appearing in the
Register or at any other address supplied by him to the Company for the purpose or, as the case may be, by transmitting it to any such address or transmitting it to any
telex or facsimile transmission number or electronic number or address or website supplied by him to the Company for the giving of notice to him or which the person
transmitting the notice reasonably and bona fide believes at the relevant time will result in the notice in writing being duly received by the Member or may also be served
by advertisement in appropriate newspapers in accordance with the requirements of the Designated Stock Exchange or, to the extent permitted by the applicable laws, by
placing it on the Company’s website and giving to the member a notice stating that the notice or other document is available there (a “notice of availability”). The notice
of availability may be given to the Member by any of the means set out above. In the case of joint holders of a share all notices shall be given to that one of the joint
holders whose name stands first in the Register and notice so given shall be deemed a sufficient service on or delivery to all the joint holders.

 
160. Any notice in writing or other document:
 

(a) if served or delivered by post, shall where appropriate be sent by airmail and shall be deemed to have been served or delivered on the day following that on
which the envelope containing the same, properly prepaid and addressed, is put into the post; in proving such service or delivery it shall be sufficient to prove
that the envelope or wrapper containing the notice or document was properly addressed and put into the post and a certificate in writing signed by the Secretary
or other officer of the Company or other person appointed by the Board that the envelope or wrapper containing the notice or other document was so addressed
and put into the post shall be conclusive evidence thereof;

 
(b) if sent by electronic communication, shall be deemed to be given on the day on which it is transmitted from the server of the Company or its agent. A notice

placed on the Company’s website is deemed given by the Company to a Member on the day following that on which a notice of availability is deemed served on
the Member;
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(c) if served or delivered in any other manner contemplated by these Articles, shall be deemed to have been served or delivered at the time of personal service or
delivery or, as the case may be, at the time of the relevant despatch or transmission; and in proving such service or delivery a certificate in writing signed by the
Secretary or other officer of the Company or other person appointed by the Board as to the act and time of such service, delivery, despatch or transmission shall
be conclusive evidence thereof; and

 
(d) may be given to a Member in the English language or such other language as may be approved by the Directors, subject to due compliance with all applicable

Statutes, rules and regulations.
 
161. (1) Any notice in writing or other document delivered or sent by post to or left at the registered address of any Member in pursuance of these Articles shall,

notwithstanding that such Member is then dead or bankrupt or that any other event has occurred, and whether or not the Company has notice of the death or bankruptcy
or other event, be deemed to have been duly served or delivered in respect of any share registered in the name of such Member as sole or joint holder unless his name
shall, at the time of the service or delivery of the notice or document, have been removed from the Register as the holder of the share, and such service or delivery shall for
all purposes be deemed a sufficient service or delivery of such notice in writing or document on all persons interested (whether jointly with or as claiming through or
under him) in the share.

 
(2) A notice may be given by the Company to the person entitled to a share in consequence of the death, mental disorder or bankruptcy of a Member by sending it
through the post in a prepaid letter, envelope or wrapper addressed to him by name, or by the title of representative of the deceased, or trustee of the bankrupt, or by any
like description, at the address, if any, supplied for the purpose by the person claiming to be so entitled, or (until such an address has been so supplied) by giving the
notice in any manner in which the same might have been given if the death, mental disorder or bankruptcy had not occurred.

 
(3) Any person who by operation of law, transfer or other means whatsoever shall become entitled to any share shall be bound by every notice in respect of such share
which prior to his name and address being entered on the Register shall have been duly given to the person from whom he derives his title to such share.
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SIGNATURES
 
162. For the purposes of these Articles, a cable or telex or facsimile or electronic transmission message purporting to come from a holder of shares or, as the case may be, a

Director, or, in the case of a corporation which is a holder of shares from a director or the secretary thereof or a duly appointed attorney or duly authorised representative
thereof for it and on its behalf, shall in the absence of express evidence to the contrary available to the person relying thereon at the relevant time be deemed to be a
document or instrument in writing signed by such holder or Director in the terms in which it is received.

 
WINDING UP

 
163. (1) The Board shall have power in the name and on behalf of the Company to present a petition to the court for the Company to be wound up.
 

(2) A resolution that the Company be wound up by the court or be wound up voluntarily shall be a special resolution.
 
164. (1) Subject to any special rights, privileges or restrictions as to the distribution of available surplus assets on liquidation for the time being attached to any class or

classes of shares (i) if the Company shall be wound up and the assets available for distribution amongst the Members of the Company shall be more than sufficient to



repay the whole of the capital paid up at the commencement of the winding up, the excess shall be distributed pari passu amongst such members in proportion to the
amount paid up on the shares held by them respectively and (ii) if the Company shall be wound up and the assets available for distribution amongst the Members as such
shall be insufficient to repay the whole of the paid-up capital such assets shall be distributed so that, a nearly as may be, the losses shall be borne by the Members in
proportion to the capital paid up, or which ought to have been paid up, at the commencement of the winding up on the shares held by them respectively.

 
(2) If the Company shall be wound up (whether the liquidation is voluntary or by the court) the liquidator may, with the authority of a special resolution and any other
sanction required by the Act, divide among the Members in specie or kind the whole or any part of the assets of the Company and whether or not the assets shall consist
of properties of one kind or shall consist of properties to be divided as aforesaid of different kinds, and may for such purpose set such value as he deems fair upon any
one or more class or classes of property and may determine how such division shall be carried out as between the Members or different classes of Members. The
liquidator may, with the like authority, vest any part of the assets in trustees upon such trusts for the benefit of the Members as the liquidator with the like authority shall
think fit, and the liquidation of the Company may be closed and the Company dissolved, but so that no contributory shall be compelled to accept any shares or other
property in respect of which there is a liability.
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INDEMNITY
 
165. (1) The Directors, Secretary and other officers for the time being of the Company and the liquidator or trustees (if any) for the time being acting in relation to any of the

affairs of the Company and everyone of them, and everyone of their heirs, executors and administrators, shall be indemnified and secured harmless out of the assets and
profits of the Company from and against all actions, costs, charges, losses, damages and expenses which they or any of them, their or any of their heirs, executors or
administrators, shall or may incur or sustain by or by reason of any act done, concurred in or omitted in or about the execution of their duty, or supposed duty, in their
respective offices or trusts; and none of them shall be answerable for the acts, receipts, neglects or defaults of the other or others of them or for joining in any receipts for
the sake of conformity, or for any bankers or other persons with whom any moneys or effects belonging to the Company shall or may be lodged or deposited for safe
custody, or for insufficiency or deficiency of any security upon which any moneys of or belonging to the Company shall be placed out on or invested, or for any other
loss, misfortune or damage which may happen in the execution of their respective offices or trusts, or in relation thereto, provided that this indemnity shall not extend to
any matter in respect of any fraud or dishonesty which may attach to any of said persons.

 
(2) Each Member agrees to waive any claim or right of action he might have, whether individually or by or in the right of the Company, against any Director on account of
any action taken by such Director, or the failure of such Director to take any action in the performance of his duties with or for the Company, provided that such waiver
shall not extend to any matter in respect of any fraud or dishonesty which may attach to such Director.

 
AMENDMENT TO MEMORANDUM AND ARTICLES OF ASSOCIATION AND NAME OF COMPANY

 
166. No Article shall be rescinded, altered or amended and no new Article shall be made until the same has been approved by a special resolution of the Members. A special

resolution shall be required to alter the provisions of the Memorandum of Association or to change the name of the Company.
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INFORMATION
 
167. No Member shall be entitled to require discovery of or any information respecting any detail of the Company’s trading or any matter which is or may be in the nature of a

trade secret or secret process which may relate to the conduct of the business of the Company and which in the opinion of the Directors it will be inexpedient in the
interests of the members of the Company to communicate to the public.

 
FINANCIAL YEAR

 
168 Unless the Directors otherwise prescribe, the financial year of the Company shall end on 31st December in each year and, shall begin on 1st January in each year.
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Exhibit 8.1

 
  Date of   Place of  Percentage  
  acquisition/   establishment/  of legal  
  registration   incorporation  ownership  

Subsidiaries:           
Mercurity Fintech Technology Holding Inc.   July 15, 2022  US  100%
Chaince Securities Inc.   April 12, 2023  US  100%
Mercurity Limited   May 21, 2019  British Virgin Islands  100%
Ucon Capital (HK) Limited   May 21, 2019  Hong Kong  100%
Beijing Lianji Future Technology Co., Ltd.   May 21, 2019  PRC  100%
 
 

 
 



 
Exhibit 11.2

 
Mercurity Fintech Holding Inc.

 
Policy on Insider Trading

 
This Insider Trading Policy describes the standards of Mercurity Fintech Holding Inc. and its subsidiaries (the “Company”) on trading, and causing the trading of, the Company’s
securities or securities of certain other publicly traded companies while in possession of confidential information. This Policy is divided into two parts: the first part prohibits
trading in certain circumstances and applies to all directors, officers and employees and their respective immediate family members of the Company, and the second part imposes
special additional trading restrictions and applies to all (i) directors of the Company, (ii) executive officers of the Company (together with the directors, “Company Insiders”), (iii)
the employees listed on Appendix A (collectively, “ Covered Persons”) and (iv) certain other employees that the Company may designate from time to time as “Covered Persons”
because of their position, responsibilities or their actual or potential access to material information.
 
One of the principal purposes of the federal securities laws is to prohibit so-called “insider trading.” Simply stated, insider trading occurs when a person uses material nonpublic
information obtained through involvement with the Company to make decisions to purchase, sell, give away or otherwise trade the Company’s securities or the securities of certain
other companies or to provide that information to others outside the Company. The prohibitions against insider trading apply to trades, tips and recommendations by virtually any
person, including all persons associated with the Company, if the information involved is “material” and “nonpublic.” These terms are defined in this Policy under Part I, Section 3
below. The prohibitions would apply to any director, officer or employee who buys or sells securities on the basis of material nonpublic information that he or she obtained about
the Company, its customers, suppliers, partners, competitors or other companies with which the Company has contractual relationships or may be negotiating transactions.
 

PART I
 

1. Applicability
 
This Policy applies to all trading or other transactions in (i) the Company’s securities, including common stock, options and any other securities that the Company may issue, such
as preferred stock, notes, bonds and convertible securities, as well as to derivative securities relating to any of the Company’s securities, whether or not issued by the Company
and (ii) the securities of certain other companies, including common stock, options and other securities issued by those companies as well as derivative securities relating to any of
those companies’ securities, where the person trading used information obtained while working for the Company.
 
This Policy applies to all employees and officers of the Company and to all members of the Company’s board of directors and their respective family members.
 
2. General Policy: No Trading or Causing Trading While in Possession of Material Nonpublic Information
 
(a) No director, officer or employee or any of their immediate family members may purchase or sell, or offer to purchase or sell, any Company security, whether or not issued by the
Company, while in possession of material nonpublic information about the Company. (The terms “material” and “nonpublic” are defined in Part I, Section 3(a) and (b) below.)
 
 

 
 
(b) No director, officer or employee or any of their immediate family members who knows of any material nonpublic information about the Company may communicate that
information to (“tip”) any other person, including family members and friends, or otherwise disclose such information without the Company’s authorization.
 
(c) No director, officer or employee or any of their immediate family members may purchase or sell any security of any other publicly traded company while in possession of
material nonpublic information that was obtained in the course of his or her involvement with the Company. No director, officer or employee or any of their immediate family
members who knows of any such material nonpublic information may communicate that information to, or tip, any other person, including family members and friends, or otherwise
disclose such information without the Company’s authorization.
 
(d) For compliance purposes, you should never trade, tip or recommend securities (or otherwise cause the purchase or sale of securities) while in possession of information that
you have reason to believe is material and nonpublic unless you first consult with, and obtain the advance approval of, the Compliance Officer (which is defined in Part I, Section
3(c) below).
 
(e) Covered Persons must “pre-clear” all trading in securities of the Company in accordance with the procedures set forth in Part II, Section 3 below.
 
3. Definitions
 
(a) Material. Insider trading restrictions come into play only if the information you possess is “material.” Materiality, however, involves a relatively low threshold. Information is
generally regarded as “material” if it has market significance, that is, if its public dissemination is likely to affect the market price of securities, or if it otherwise is information that a
reasonable investor would want to know before making an investment decision.
 
Information dealing with the following subjects is reasonably likely to be found material in particular situations:
 
(i) significant changes in the Company’s prospects;
 
(ii) significant write-downs in assets or increases in reserves;
 
(iii) developments regarding significant litigation or government agency investigations;
 
(iv) liquidity problems;
 
(v) changes in earnings estimates or unusual gains or losses in major operations;
 
(vi) major changes in the Company’s management or the board of directors;
 
(vii) changes in dividends;
 
(viii) extraordinary borrowings;
 
(ix) major changes in accounting methods or policies;
 
(x) award or loss of a significant contract;
 
(xi) cybersecurity risks and incidents, including vulnerabilities and breaches;
 



(xii) changes in debt ratings;
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(xiii) proposals, plans or agreements, even if preliminary in nature, involving mergers, acquisitions, divestitures, recapitalizations, strategic alliances, licensing arrangements, or
purchases or sales of substantial assets; and
 
(xiv) offerings of Company securities.
 
Material information is not limited to historical facts but may also include projections and forecasts. With respect to a future event, such as a merger, acquisition or introduction of
a new product, the point at which negotiations or product development are determined to be material is determined by balancing the probability that the event will occur against
the magnitude of the effect the event would have on a company’s operations or stock price should it occur. Thus, information concerning an event that would have a large effect
on stock price, such as a merger, may be material even if the possibility that the event will occur is relatively small. When in doubt about whether particular nonpublic information
is material, you should presume it is material. If you are unsure whether information is material, you should either consult the Compliance Officer before making any decision to
disclose such information (other than to persons who need to know it) or to trade in or recommend securities to which that information relates or assume that the information is
material.
 
(b) Nonpublic. Insider trading prohibitions come into play only when you possess information that is material and “nonpublic.” The fact that information has been disclosed to a
few members of the public does not make it public for insider trading purposes. To be “public” the information must have been disseminated in a manner designed to reach
investors generally, and the investors must be given the opportunity to absorb the information. Even after public disclosure of information about the Company, you must wait until
the close of business on the second trading day after the information was publicly disclosed before you can treat the information as public.
 
Nonpublic information may include:
 
(i) information available to a select group of analysts or brokers or institutional investors;
 
(ii) undisclosed facts that are the subject of rumors, even if the rumors are widely circulated; and
 
(iii) information that has been entrusted to the Company on a confidential basis until a public announcement of the information has been made and enough time has elapsed for the
market to respond to a public announcement of the information (normally two trading days).
 
As with questions of materiality, if you are not sure whether information is considered public, you should either consult with the Compliance Officer or assume that the
information is nonpublic and treat it as confidential.
 
(c) Compliance Officer. The Company has appointed the Chief Financial Officer as the Compliance Officer for this Policy. The duties of the Compliance Officer include, but are not
limited to, the following:
 
(i) assisting with implementation and enforcement of this Policy;
 
(ii) circulating this Policy to all employees and ensuring that this Policy is amended as necessary to remain up-to-date with insider trading laws;
 
(iii) pre-clearing all trading in securities of the Company by Covered Persons in accordance with the procedures set forth in Part II, Section 3 below; and
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(iv) providing approval of any Rule 10b5-1 plans under Part II, Section 1(c) below and any prohibited transactions under Part II, Section 4 below.
 
(v) providing a reporting system with an effective whistleblower protection mechanism.
 
4. Exceptions
 
The trading restrictions of this Policy do not apply to the following:
 
(a) 401(k) Plan. Investing 401(k) plan contributions in a Company stock fund in accordance with the terms of the Company’s 401(k) plan. However, any changes in your
investment election regarding the Company’s stock are subject to trading restrictions under this Policy.
 
(b) ESPP. Purchasing Company stock through periodic, automatic payroll contributions to the Company’s Employee Stock Purchase Plan (“ESPP”). However, electing to enroll in
the ESPP, making any changes in your elections under the ESPP and selling any Company stock acquired under the ESPP are subject to trading restrictions under this Policy.
 
(c) Options. Exercising stock options granted under the Company’s equity incentive plan for cash or the delivery of previously owned Company stock. However, the sale of any
shares issued on the exercise of Company-granted stock options and any cashless exercise of Company-granted stock options are subject to trading restrictions under this Policy.
 
5. Violations of Insider Trading Laws
 
Penalties for trading on or communicating material nonpublic information can be severe, both for individuals involved in such unlawful conduct and their employers and
supervisors, and may include jail terms, criminal fines, civil penalties and civil enforcement injunctions. Given the severity of the potential penalties, compliance with this Policy is
absolutely mandatory.
 
(a) Legal Penalties. A person who violates insider trading laws by engaging in transactions in a company’s securities when he or she has material nonpublic information can be
sentenced to a substantial jail term and required to pay a criminal penalty of several times the amount of profits gained or losses avoided.
 
In addition, a person who tips others may also be liable for transactions by the tippees to whom he or she has disclosed material nonpublic information. Tippers can be subject to
the same penalties and sanctions as the tippees, and the SEC has imposed large penalties even when the tipper did not profit from the transaction.
 
The SEC can also seek substantial civil penalties from any person who, at the time of an insider trading violation, “directly or indirectly controlled the person who committed such
violation,” which would apply to the Company and/or management and supervisory personnel. These control persons may be held liable for up to the greater of $2,301,065 or three
times the amount of the profits gained or losses avoided. Even for violations that result in a small or no profit, the SEC can seek penalties from a company and/or its management
and supervisory personnel as control persons.
 
(b) Company-Imposed Penalties. Employees who violate this Policy may be subject to disciplinary action by the Company, including dismissal for cause. Any exceptions to the
Policy, if permitted, may only be granted by the Compliance Officer and must be provided before any activity contrary to the above requirements takes place.



 
4

 
 
6. Inquiries
 
If you have any questions regarding any of the provisions of this Policy, please contact the Compliance Officer.
 

PART II
 
1. Blackout Periods
 
All Covered Persons are prohibited from trading in the Company’s securities during blackout periods as defined below.
 
(a) Blackout Periods. Trading in the Company’s securities is prohibited during the period beginning at the close of the market on two weeks before the end of each fiscal interim
period and fiscal year and ending at the close of business on the second trading day following the date the Company’s financial results are publicly disclosed and Form 10-Q or
Form 10-K is filed/and Form 6-K or Form 20-F is filed. During these periods, Covered Persons generally possess or are presumed to possess material nonpublic information about
the Company’s financial results.
 
(b) Other Blackout Periods. From time to time, other types of material nonpublic information regarding the Company (such as negotiation of mergers, acquisitions or dispositions,
investigation and assessment of cybersecurity incidents or new product developments) may be pending and not be publicly disclosed. While such material nonpublic information
is pending, the Company may impose special blackout periods during which Covered Persons are prohibited from trading in the Company’s securities. If the Company imposes a
special blackout period, it will notify the Covered Persons affected.
 
(c) Exception. These trading restrictions do not apply to transactions under a pre-existing written plan, contract, instruction, or arrangement under Rule 10b5-1 under the Securities
Exchange Act of 1934 (an “Approved 10b5-1 Plan”) that meet the following requirements:
 
(i) it has been reviewed and approved by the Compliance Officer at least five days in advance of being entered into (or, if revised or amended, such proposed revisions or
amendments have been reviewed and approved by the Compliance Officer at least five days in advance of being entered into);
 
(ii) it provides that no trades may occur thereunder until expiration of the applicable cooling-off period specified in Rule 10b5-1(c)(ii)(B), and no trades occur until after that time.
The appropriate cooling-off period will vary based on the status of the Covered Person. For directors and officers, the cooling-off period ends on the later of (x) ninety days after
adoption or certain modifications of the 10b5-1 plan; or (y) two business days following disclosure of the Company’s financial results in a Form 10-Q or Form 10-K/Form 20-F or
Form 6-K for the quarter in which the 10b5-1 plan was adopted. For all other Covered Persons, the cooling-off period ends 30 days after adoption or modification of the 10b5-1 plan.
This required cooling-off period will apply to the entry into a new 10b5-1 plan and any revision or modification of a 10b5-1 plan;
 
(iii) it is entered into in good faith by the Covered Person, and not as part of a plan or scheme to evade the prohibitions of Rule 10b5-1, at a time when the Covered Person is not in
possession of material nonpublic information about the Company; and, if the Covered Person is a director or officer, the 10b5-1 plan must include representations by the Covered
Person certifying to that effect;
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(iv) it gives a third party the discretionary authority to execute such purchases and sales, outside the control of the Covered Person, so long as such third party does not possess
any material nonpublic information about the Company; or explicitly specifies the security or securities to be purchased or sold, the number of shares, the prices and/or dates of
transactions, or other formula(s) describing such transactions; and
 
(iv) it is the only outstanding Approved 10b5-1 Plan entered into by the Covered Person (subject to the exceptions set out in Rule 10b5-1(c)(ii)(D)).
 
No Approved 10b5-1 Plan may be adopted during a blackout period.
 
If you are considering entering into, modifying or terminating an Approved 10b5-1 Plan or have any questions regarding Approved Rule 10b5-1 Plans, please contact the
Compliance Officer. You should consult your own legal and tax advisors before entering into, or modifying or terminating, an Approved 10b5-1 Plan. A trading plan, contract,
instruction or arrangement will not qualify as an Approved 10b5-1 Plan without the prior review and approval of the Compliance Officer as described above.
 
2. Trading Window
 
Covered Persons are permitted to trade in the Company’s securities when no blackout period is in effect. However, even during this trading window, a Covered Person who is in
possession of any material nonpublic information should not trade in the Company’s securities until the information has been made publicly available or is no longer material. In
addition, the Company may close this trading window if a special blackout period under Part II, Section 1(b) above is imposed and will re-open the trading window once the special
blackout period has ended.
 
3. Pre-Clearance of Securities Transactions
 
(a) Because Company Insiders are likely to obtain material nonpublic information on a regular basis, the Company requires all such persons to refrain from trading, even during a
trading window under Part II, Section 2 above, without first pre-clearing all transactions in the Company’s securities.
 
(b) Subject to the exemption in subsection (d) below, no Company Insider may, directly or indirectly, purchase or sell (or otherwise make any transfer, gift, pledge or loan of) any
Company security at any time without first obtaining prior approval from the Compliance Officer. These procedures also apply to transactions by such person’s spouse, other
persons living in such person’s household and minor children and to transactions by entities over which such person exercises control.
 
(c) The Compliance Officer shall record the date each request is received and the date and time each request is approved or disapproved. Unless revoked, a grant of permission will
normally remain valid until the close of trading two business days following the day on which it was granted. If the transaction does not occur during the two-day period, pre-
clearance of the transaction must be re-requested.
 
(d) Pre-clearance is not required for purchases and sales of securities under an Approved 10b5-1 Plan once the applicable cooling-off period has expired. No trades may be made
under an Approved 10b5-1 Plan until expiration of the applicable cooling-off period. With respect to any purchase or sale under an Approved 10b5-1 Plan, the third party effecting
transactions on behalf of the Company Insider should be instructed to send duplicate confirmations of all such transactions to the Compliance Officer.
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4. Prohibited Transactions
 
(a) Company Insiders are prohibited from trading in the Company’s equity securities during a blackout period imposed under an “individual account” retirement or pension plan of
the Company, during which at least 50% of the plan participants are unable to purchase, sell or otherwise acquire or transfer an interest in equity securities of the Company, due to
a temporary suspension of trading by the Company or the plan fiduciary.
 
(b) Covered Persons, including any person’s spouse, other persons living in such person’s household and minor children and entities over which such person exercises control,
are prohibited from engaging in the following transactions in the Company’s securities unless advance approval is obtained from the Compliance Officer:
 
(i) Short-term trading. Company Insiders who purchase Company securities may not sell any Company securities of the same class for at least six months after the purchase;
 
(ii) Short sales. Company Insiders and Covered Persons may not sell the Company’s securities short;
 
(iii) Options trading. Covered Persons may not buy or sell puts or calls or other derivative securities on the Company’s securities;
 
(iv) Trading on margin or pledging. Covered Persons may not hold Company securities in a margin account or pledge Company securities as collateral for a loan; and
 
(v) Hedging. Covered Persons may not enter into hedging or monetization transactions or similar arrangements with respect to Company securities.
 
5. Acknowledgment and Certification
 
All Covered Persons are required to sign the attached acknowledgment and certification.
 
ACKNOWLEDGMENT AND CERTIFICATION
 
The undersigned does hereby acknowledge receipt of the Company’s Insider Trading Policy. The undersigned has read and understands (or has had explained) such Policy and
agrees to be governed by such Policy at all times in connection with the purchase and sale of securities and the confidentiality of nonpublic information.
 
  
 (Signature)
  
  
 (Please print name)
Date: ________________________  
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APPENDIX A
 

[INSERT LIST OF EMPLOYEES TO WHOM THE INSIDER TRADING POLICY IS APPLICABLE]
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Exhibit 12.1

 
Certification by the Principal Executive Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
 
I, Shi Qiu, certify that:

 
1. I have reviewed this annual report on Form 20-F of Mercurity Fintech Holding Inc. (the “Company”);
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light

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

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

15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Company and have:
 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

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

   

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

   

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

   

 (d) Disclosed in this report any change in the Company’s internal control over financial reporting that occurred during the period covered by the annual report that
has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting; and

 
5. The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Company’s auditors

and the audit committee of the Company’s board of directors (or persons performing the equivalent functions):
 

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the Company’s ability to record, process, summarize and report financial information; and

   

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’s internal control over financial
reporting.

 
Date: April 22, 2024  
  
By: /s/ Shi Qiu  
Name: Shi Qiu  
Title: Chief Executive Officer  

 
 



 
Exhibit 12.2

 
Certification by the Chief Financial Officer

Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
 

I, Yukuan Zhang, certify that:
 

1. I have reviewed this annual report on Form 20-F of Mercurity Fintech Holding Inc. (the “Company”);
  
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light

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

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

15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Company and have:
 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

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

   

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

   

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

   

 (d) Disclosed in this report any change in the Company’s internal control over financial reporting that occurred during the period covered by the annual report that
has materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting; and

 
5. The Company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Company’s auditors

and the audit committee of the Company’s board of directors (or persons performing the equivalent functions):
 

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the Company’s ability to record, process, summarize and report financial information; and

   

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’s internal control over financial
reporting.

 
Date: April 22, 2024  
  
By: /s/ Yukuan Zhang  
Name: Yukuan Zhang  
Title: Chief Financial Officer  

 
 



 
Exhibit 13.1

 
Certification by the Principal Executive Officer

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
 

In connection with the Annual Report of Mercurity Fintech Holding Inc. (the “Company”) on Form 20-F for the fiscal year ended December 31, 2023 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Shi Qiu, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

 
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
Date: April 22, 2024  
  
By: /s/ Shi Qiu  
Name: Shi Qiu  
Title: Chief Executive Officer  

 
 



 
Exhibit 13.2

 
Certification by the Chief Financial Officer

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
 

In connection with the Annual Report of Mercurity Fintech Holding Inc. (the “Company”) on Form 20-F for the fiscal year ended December 31, 2023 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Yukuan Zhang, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

 
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

 
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

 
Date: April 22, 2024  
  
By: /s/ Yukuan Zhang  
Name: Yukuan Zhang  
Title: Chief Financial Officer  

 
 



 
Exhibit 15.1

 
Onestop Assurance PAC

 
10 Anson Road

#6-15 International Plaza Singapore 079903
Email: audit@onestop-ca.com
Website: www.onestop-ca.com

 
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

 
We consent to the incorporation by reference in the Registration Statements on Form S-8 (Nos. 333-206466 and 333-259774) of Mercurity Fintech Holding Inc. (the Company) of our
report dated April 22, 2024, with respect to the consolidated financial statements of the Company for the year ended December 31, 2023, appearing in the Annual Report on Form
20-F of the Company for the year ended December 31, 2023. Our report contains an explanatory paragraph regarding the Company’s ability to continue as a going concern.
 
/s/ Onestop Assurance PAC  
Onestop Assurance PAC  
Singapore  
April 22, 2024  
 
 

 



 
Exhibit 99.1

 
Certification by the Chief Executive Officer

 
Pursuant to Item 16I(a) of Form 20-F

 
I, Shi Qiu, Director and Chief Executive Officer of Mercurity Fintech Holding Inc. (the “Company”), certify that to my knowledge following due inquiry:

 
 (1) As of the date hereof, the directors and officers of the Company consist of: Dr. Alan Curtis, Dr. Cong Huang, Mr. Hui Cheng, Mr. Shi Qiu, Mr. Daniel Kelly Kennedy,

Ms. Qian Sun and Mr. Yukuan Zhang;
   
 (2) None of the Company’s directors or officers are representatives of any government entity in the People’s Republic of China (the “PRC”);
   
 (3) Based on the Company’s register of members and Schedules 13D and 13G and/or amendments thereto filed with the Securities and Exchange Commission by holders

of the Company’s ordinary shares, to the best knowledge of the Company, none of the shareholders are controlled by any government entity in the PRC;
   
 (4) There are no voting, acting-in-concert or other agreements or arrangements, nomination, appointment, designation or other rights, or material relationships, in each

case between the Company or any of the aforementioned directors or officers or shareholders on the one hand, and any person on the other hand, that could result in
any government entity in the PRC being deemed to control the Company; and

   
 (5) Based on the above, the Company is not owned or controlled by a government entity in the PRC.

 
As used in this certification, the term “control” or “controlled” means the possession, direct or indirect, of the power to direct or cause the direction of the management

and policies of the Company, whether through the ownership of voting securities, by contract, or otherwise.
 

Date: April 22, 2024 By: /s/ Shi Qiu
  Shi Qiu
  Chief Executive Officer

 
 



 
Exhibit 99.2

 
COINBASE PRIME BROKER AGREEMENT

 
General Terms and Conditions

 
1. Introduction
 
This agreement (including, the Coinbase Custody Custodial Services Agreement attached hereto as Exhibit A (the “ Custody Agreement”), the Coinbase Master Trading
Agreement attached hereto as Exhibit B (the “MTA”), and all other exhibits, addenda and supplements attached hereto or referenced herein, collectively, the “Coinbase Prime
Broker Agreement”), is entered into by and between Mercurity Fintech Technology Holding Inc., (“Client”), and Coinbase, Inc. (“Coinbase”), on behalf of itself and as agent for
Coinbase, Coinbase Custody Trust Company, LLC (“Coinbase Custody”), and, as applicable, Coinbase Credit, Inc. (“Coinbase Credit,” and collectively with Coinbase and
Coinbase Custody, the “Coinbase Entities”). This Coinbase Prime Broker Agreement sets forth the terms and conditions pursuant to which the Coinbase Entities will open and
maintain the prime broker account (the “Prime Broker Account”) for Client and provide services relating to custody, trade execution, lending or post-trade credit (if applicable), and
other services (collectively, the “Prime Broker Services”) for certain digital assets (“Digital Assets ”) as set forth herein. Client and the Coinbase Entities (individually or
collectively, as the context requires) may also be referred to as a “Party”. Capitalized terms not defined in these General Terms and Conditions (the “General Terms”) shall have the
meanings assigned to them in the respective exhibit, addendum or supplement. In the event of a conflict between these General Terms and any exhibit, addendum or supplement
hereto, then the document governing the specific relevant Prime Broker Service shall control in respect of such Prime Broker Service.
 
2. Conflicts of Interest Acknowledgement
 
Client acknowledges that the Coinbase Entities may have actual or potential conflicts of interest in connection with providing the Prime Broker Services including that (i) Orders (as
such term is defined in the MTA) may be routed to Coinbase’s exchange platform where Orders may be executed against other Coinbase customers or with Coinbase acting as
principal, (ii) the beneficial identity of the purchaser or seller with respect to an Order is unknown and therefore may inadvertently be another Coinbase client, (iii) Coinbase does
not engage in front-running, but is aware of Orders or imminent Orders and may execute a trade for its own inventory (or the account of an affiliate) while in possession of that
knowledge and (iv) Coinbase may act in a principal capacity with respect to certain Orders (e.g., to fill residual Order size when a portion of an Order may be below the minimum size
accepted by the Connected Trading Venues (as defined in the MTA). As a result of these and other conflicts, the Coinbase Entities may have an incentive to favor their own
interests and the interests of their affiliates over a particular Client’s interests and has in place certain policies and procedures in place that are designed to mitigate such conflicts.
 
3. Account Statements
 
Client authorizes Coinbase to combine information regarding all Prime Broker Services activities into a single statement. Coinbase will provide Client with an electronic account
statement every month, at a minimum. Each account statement will identify the amount of cash and each Digital Asset in Client’s Prime Broker Account at the end of the period and
set forth all Prime Broker Account activity during that period.
 
4. Client Instructions
 
4.1 In a written notice to Coinbase, Client may designate persons and/or entities authorized to act on behalf of Client with respect to the Prime Broker Account (the

“Authorized Representative”). Upon such designation, Coinbase may rely on the validity of such appointment until such time as Coinbase receives Instructions from
Client revoking such appointment or designating a new Authorized Representative.

 
 

 
 
4.2 The Coinbase Entities may act upon instructions received from Client or Client’s Authorized Representative (“ Instructions”). When taking action upon Instructions, the

applicable Coinbase Entity shall act in a reasonable manner, and in conformance with the following: (a) Instructions shall continue in full force and effect until executed,
cancelled or superseded; (b) if any Instructions are ambiguous, the applicable Coinbase Entity shall refuse to execute such Instructions until any such ambiguity has been
resolved to the Coinbase Entity’s satisfaction; (c) the Coinbase Entities may refuse to execute Instructions if in the applicable Coinbase Entity’s opinion such Instructions
are outside the scope of its obligations under this Coinbase Prime Broker Agreement or are contrary to any applicable laws, rules and regulations; and (d) the Coinbase
Entities may rely on any Instructions, notice or other communication believed by it in good faith to be given by Client or Client’s Authorized Representative. Client shall
be fully responsible and liable for, and the Coinbase Entities shall have no liability with respect to, any and all Claims and Losses arising out of or relating to inaccurate or
ambiguous Instructions.

 
4.3 Coinbase will comply with the Client’s Instructions to stake, stack or vote the Client’s Digital Assets to the extent the applicable Coinbase Entity supports proof of stake

validation, proof of transfer validation, or voting for such Digital Assets. The Coinbase Entities may, in their sole discretion, decide whether or not to support (or cease
supporting) staking services or stacking or voting for a Digital Asset.

 
5. Representations, Warranties, and Additional Covenants
 
Client represents, warrants, and covenants that:
 
5.1 Client has the full power, authority, and capacity to enter into this Coinbase Prime Broker Agreement and to engage in transactions with respect to all Digital Assets

relating to the Prime Broker Services;
 
5.2 Client is and shall remain in full compliance with all applicable laws, rules, and regulations in each jurisdiction in which Client operates or otherwise uses the Prime Broker

Services, including U.S. securities laws and regulations, as well as any applicable state and federal laws, including AML Laws, USA PATRIOT Act and Bank Secrecy Act
requirements, and other anti-terrorism statutes, regulations, and conventions of the United States or other international jurisdictions;

 
5.3 Client is and shall remain in good standing with all relevant government agencies, departments, regulatory, and supervisory bodies in all relevant jurisdictions in which

Client does business, and Client will immediately notify Coinbase if Client ceases to be in good standing with any regulatory authority;
 
5.4 Client shall promptly provide information as the Coinbase Entities may reasonably request in from time to time regarding: (a) Client’s policies, procedures, and activities

which relate to the Prime Broker Services, and (b) Client’s use of the Prime Broker Services, in each case to the extent reasonably necessary for the Coinbase Entities to
comply with any applicable laws, rules, and regulations (including money laundering statutes, regulations and conventions of the United States or other jurisdictions), or
the guidance or direction of, or request from, any regulatory authority or financial institution;

 
5.5 Client’s use of the Prime Broker Services shall be for commercial, business purposes only, limited to activities disclosed in the due diligence information submitted to

Coinbase, and shall not include any personal, family or household purposes. Client shall promptly notify Coinbase in writing in the event it intends to use the Prime
Broker Services in connection with any business activities not previously disclosed to Coinbase. Coinbase may, in its sole discretion, prohibit Client from using the Prime
Broker Services in connection with any business activities not previously disclosed;
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5.6 Client’s Authorized Representatives have the (a) full power, authority and capacity to access and use the Prime Broker Services and (b) appropriate sophistication,

expertise, and knowledge necessary to understand the nature and risks, and make informed decisions, in respect of Digital Assets and the Prime Broker Services;
 
5.7 This Coinbase Prime Broker Agreement is Client’s legal, valid, and binding obligation, enforceable against it in accordance with its terms; and
 
5.8 Unless Client advises Coinbase to the contrary in writing, at all times, none of Client’s assets constitute, directly or indirectly, plan assets subject to the fiduciary

responsibility and prohibited transaction sections of the Employment Retirement Income Security Act of 1974, as amended (“ERISA”), the prohibited transaction
provisions of the Internal Revenue Code of 1986, as amended, or any federal, state, local or non-U.S. law that is similar to the prohibited transaction provisions of Section
406 of ERISA or Section 4975 of the Internal Revenue Code of 1986, as amended, and Client shall immediately provide Coinbase with a written notice in the event that
Client becomes aware that Client is in breach of the foregoing.

 
Coinbase, on behalf of itself and each other Coinbase Entity, represents, warrants, and covenants that:
 
5.9 It possesses and will maintain, all licenses, registrations, authorizations and approvals required by any applicable government agency or regulatory authority for it to

operate its business and provide the Prime Broker Services;
 
5.10 It has the full power, authority, and capacity to enter into and be bound by this Coinbase Prime Broker Agreement; and
 
5.11 This Coinbase Prime Broker Agreement is its legal, valid and binding obligation, enforceable against it in accordance with its terms.
 
6. No Investment Advice or Brokerage
 
6.1 Client assumes responsibility for each transaction in or for its Prime Broker Account. Client understands and agrees that none of the Coinbase Entities are an SEC/FINRA

registered broker-dealer or investment adviser to Client in any respect, and the Coinbase Entities have no liability, obligation, or responsibility whatsoever for Client
decisions relating to the Prime Broker Services. Client should consult its own legal, tax, investment and accounting professionals.

 
6.2 While the Coinbase Entities may make certain general information available to Client, the Coinbase Entities are not providing and will not provide Client with any

investment, legal, tax or accounting advice regarding Client’s specific situation. Client is solely responsible, and shall not rely on the Coinbase Entities, for determining
whether any investment, investment strategy, or transaction involving Digital Assets is appropriate for Client based on Client’s investment objectives, financial
circumstances, risk tolerance, and tax consequences. The Coinbase Entities shall have no liability, obligation, or responsibility whatsoever regarding any Client decision
to enter into in any transaction with respect to any Digital Asset.

 
7. Opt-In to Article 8 of the Uniform Commercial Code
 
Client Assets in the Trading Balance and Vault Balance will be treated as “financial assets” under Article 8 of the New York Uniform Commercial Code (“ Article 8”). Coinbase and
Coinbase Custody are “securities intermediaries,” the Trading Balance and Vault Balance are each “securities accounts,” and Client is an “entitlement holder” under Article 8. This
Agreement sets forth how the Coinbase Entities will satisfy their Article 8 duties. Treating Client Assets in the Trading Balance and Vault Balance as financial assets under Article
8 does not determine the characterization or treatment of the cash and Digital Assets under any other law or rule. New York will be the securities intermediary’s jurisdiction with
respect to Coinbase and Coinbase Custody, and New York law will govern all issues addressed in Article 2(1) of the Hague Securities Convention. Coinbase and Coinbase
Custody will credit the Client with any payments or distributions on any Client Assets it holds for Client’s Trading Balance and Vault Balance. Coinbase and Coinbase Custody
will comply with Client’s Instructions with respect to Client Assets in Client’s Trading Balance or Vault Balance, subject to the terms of the MTA or Custody Agreement, as
applicable, and related Coinbase rules, including the Coinbase Trading Rules (as such term is defined in the MTA).
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8. General Use, Security and Prohibited Use
 
8.1 Prime Broker Site and Content. During the term of this Coinbase Prime Broker Agreement, the Coinbase Entities hereby grant Client a limited, nonexclusive, non-

transferable, non-sublicensable, revocable and royalty-free license, subject to the terms of this Coinbase Prime Broker Agreement, to access and use the Coinbase Prime
Broker Site accessible at prime.coinbase.com (“Coinbase Prime Broker Site”) and related content, materials, and information (collectively, the “Content”) solely for Client’s
internal business use and other purposes as permitted by Coinbase in writing from time to time. Any other use of the Coinbase Prime Broker Site or Content is hereby
prohibited. All other right, title, and interest (including all copyright, trademark, patent, trade secrets, and all other intellectual property rights) in the Coinbase Prime
Broker Site, Content, and Prime Broker Services is and will remain the exclusive property of the Coinbase Entities and their licensors. Client shall not copy, transmit,
distribute, sell, license, reverse engineer, modify, publish, or participate in the transfer or sale of, create derivative works from, or in any other way exploit any of the Prime
Broker Services or Content, in whole or in part. “Coinbase,” “Coinbase Prime,” “prime.coinbase.com,” and all logos related to the Prime Broker Services or displayed on
the Coinbase Prime Broker Site are either trademarks or registered marks of the Coinbase Entities or their licensors. Client may not copy, imitate or use them without
Coinbase’s prior written consent. The license granted under this Section 8.1 will automatically terminate upon termination of this Coinbase Prime Broker Agreement, or the
suspension or termination of Client’s access to the Coinbase Prime Broker Site or Prime Broker Services.

 
8.2 Unauthorized Users. Client shall not permit any person or entity that is not the Client or an Authorized Representative (each, an “Unauthorized User”) to access, connect

to, and/or use Client’s Prime Broker Account. The Coinbase Entities shall have no liability, obligation, or responsibility whatsoever for, and Client shall be fully
responsible and liable for, any and all Claims and Losses arising out of or relating to the acts and omissions of any Unauthorized User in respect of the Prime Broker
Services, Prime Broker Account, and/or the Prime Broker Site. Client shall notify Coinbase immediately if Client believes or becomes aware that an Unauthorized User has
accessed, connected to, or used Client’s Prime Broker Account.

 
8.3 Password Security; Contact Information. Client is fully responsible for maintaining adequate security and control of any and all IDs, passwords, hints, personal

identification numbers (PINs), API keys, YubiKeys, other security or confirmation information or hardware, and any other codes that Client uses to access the Prime
Broker Account and Prime Broker Services. Client agrees to keep Client’s email address and telephone number up to date in Client’s Prime Broker Account in order to
receive any notices or alerts that the Coinbase Entities may send to Client. Client shall be fully responsible for, and the Coinbase Entities shall have no liability, obligation,
or responsibility whatsoever for, any Losses that Client may sustain due to compromise of Prime Broker Account login credentials. In the event Client believes Client’s
Prime Broker Account information has been compromised, Client must contact Coinbase immediately.
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8.4 Prohibited Use. Client shall not engage in any of the following activities with its use of the Prime Broker Services:
 
 8.4.1. Unlawful Activity. Activity that would violate, or assist in violation of, any law, statute, ordinance, or regulation, sanctions programs administered in the

countries where Coinbase conducts business, including but not limited to the U.S. Department of Treasury’s Office of Foreign Assets Control (OFAC), or which



would involve proceeds of any unlawful activity; publish, distribute or disseminate any unlawful material or information;
 
 8.4.2. Abusive Activity. Actions that impose an unreasonable or disproportionately large load on Coinbase’s infrastructure, or detrimentally interfere with, intercept, or

expropriate any system, data, or information; transmit or upload any material to Coinbase systems that contains viruses, trojan horses, worms, or any other
harmful or deleterious programs; attempt to gain unauthorized access to Coinbase systems, other Coinbase accounts, computer systems or networks connected
to Coinbase systems, Coinbase Site, through password mining or any other means; use Coinbase Account information of another party to access or use the
Coinbase systems, except in the case of specific Clients and/or applications which are specifically authorized by a Client to access such Client’s Coinbase
Account and information; or transfer Client’s account access or rights to Client’s account to a third party, unless by operation of law or with the express
permission of Coinbase; and

 
 8.4.3. Fraud. Activity which operates to defraud Coinbase or any other person or entity.
 
8.5 Computer Viruses. The Coinbase Entities shall not have any liability, obligation, or responsibility whatsoever for any damage or interruptions caused by any computer

viruses, spyware, scareware, Trojan horses, worms or other malware that may affect Client’s computer or other equipment, or any phishing, spoofing or other attack,
unless such damage or interruption directly resulted from the Coinbase Entities’ gross negligence, fraud, or willful misconduct. Client agrees to access and use its Prime
Broker Account through the Coinbase Prime Broker Site to review any Orders, deposits or withdrawals or required actions to confirm the authenticity of any
communication or notice from the Coinbase Entities.

 
9. Taxes
 
9.1 Taxes. Except as otherwise expressly stated herein, Client shall be fully responsible and liable for, and the Coinbase Entities shall have no liability, obligation, or

responsibility whatsoever for, the payment of any and all present and future tariffs, duties or taxes (including withholding taxes, transfer taxes, stamp taxes, documentary
taxes, value added taxes, personal property taxes and all similar costs) imposed or levied by any government or governmental agency (collectively, “Taxes”) and any
related Claims and Losses or the accounting or reporting of income or other Taxes arising from or relating to any transactions Client conducts through the Prime Broker
Services. Client shall file all tax returns, reports, and disclosures required by applicable law.

 
9.2 Withholding Tax. Except as required by applicable law, each payment under this Coinbase Prime Broker Agreement or collateral deliverable by Client to any Coinbase

Entities shall be made, and the value of any collateral or margin shall be calculated, without withholding or deducting of any Taxes. If any Taxes are required to be
withheld or deducted, Client (a) authorizes the Coinbase Entities to effect such withholding or deduction and remit such Taxes to the relevant taxing authorities and (b)
shall pay such additional amounts or deliver such further collateral as necessary to ensure that the actual net amount received by the Coinbase Entities is equal to the
amount that the Coinbase Entities would have received had no such withholding or deduction been required. Client agrees that the Coinbase Entities may disclose any
information with respect to Client Assets, the Prime Broker Account, Custodial Accounts, Trading Accounts, and transactions required by any applicable taxing authority
or other governmental entity. The Client agrees that the Coinbase Entities may withhold or deduct Taxes as may be required by applicable law. From time to time, Coinbase
Entities shall ask Client for tax documentation or certification of Client’s taxpayer status as required by applicable law, and any failure by Client to comply with this request
in the time frame identified may result in withholding and/or remission of taxes to a tax authority as required by applicable law.
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10. Prime Broker Services Fees
 
10.1 Client agrees to pay all commissions and fees in connection with the Orders and Prime Broker Services on a timely basis as set forth in the Fee Schedule, attached hereto

as Appendix 1. Client authorizes the Coinbase Entities to pay themselves for fees and commissions relating to the Trading Account and Custodial Account by deducting
fees from the Vault Balance or Trading Balance, as applicable, to satisfy Client’s fees owed.

 
10.2 Client acknowledges that Coinbase’s fees may include but are not limited to: (a) bank wire fees to deposit and/or withdraw Client Cash; (b) internal transfers from its Vault

Balance to its Trading Balance; and (c) external withdrawals of Client Assets. Client further acknowledges that Coinbase Custody will charge fees for any balance of
Digital Assets that Client keeps in the Vault Balance.

 
11. Confidentiality
 
11.1 Client and Coinbase Entities each agree that with respect to any non-public, confidential or proprietary information of the other Party, including the existence and terms of

this Coinbase Prime Broker Agreement and information relating to the other party’s business operations or business relationships (including the Coinbase Entities’ fees),
and any arbitration pursuant to Section 22 (collectively, “Confidential Information”), it (a) will not disclose such Confidential Information except to such party’s officers,
directors, agents, employees and professional advisors who need to know the Confidential Information for the purpose of assisting in the performance of this Coinbase
Prime Broker Agreement and who are informed of, and agree to be bound by obligations of confidentiality no less restrictive than those set forth herein and (b) will protect
such Confidential Information from unauthorized use and disclosure. Each Party shall use any Confidential Information that it receives solely for purposes of (i) exercising
its rights and performing its duties under the Coinbase Prime Broker Agreement and (ii) complying with any applicable laws, rules and regulations; provided that, the
Coinbase Entities may use Confidential Information for (1) risk management; and (2) to develop, enhance and market their products and services. Confidential Information
shall not include any (w) information that is or becomes generally publicly available through no fault of the recipient; (x) information that the recipient obtains from a third
party (other than in connection with this Coinbase Prime Broker Agreement) that, to the recipient’s best knowledge, is not bound by a confidentiality agreement
prohibiting such disclosure; (y) information that is independently developed or acquired by the recipient without the use of Confidential Information provided by the
disclosing party; or (z) disclosure with the prior written consent of the disclosing Party.

 
11.2 Notwithstanding the foregoing, each Party may disclose Confidential Information of the other Party to the extent required by a court of competent jurisdiction or

governmental authority or otherwise required by law; provided, however, the Party making such required disclosure shall first notify the other Party (to the extent legally
permissible) and shall afford the other Party a reasonable opportunity to seek confidential treatment if it wishes to do so and will consider in good faith reasonable and
timely requests for redaction. For purposes of this Section 11, no affiliate of Coinbase shall be considered a third party of any Coinbase Entity, and the Coinbase Entities
may freely share Client’s Confidential Information among each other and with such affiliates. All documents and other tangible objects containing or representing
Confidential Information and all copies or extracts thereof or notes derived therefrom that are in the possession or control of the receiving Party shall be and remain the
property of the disclosing Party and shall be promptly returned to the disclosing Party or destroyed, each upon the disclosing Party’s request; provided, however,
notwithstanding the foregoing, the receiving Party may retain one (1) copy of Confidential Information if (a) required by law or regulation; or (b) retained pursuant to an
established document retention policy.
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12. Market Data
 
Client agrees that its use of data made available to it through the Trading Platform’s application programming interface(s), which may include the prices and quantities of orders
and transactions executed on Trading Platform (collectively “Market Data”), is subject to the Market Data Terms of Use, as amended and updated from time to time at
https://www.coinbase.com/legal/market_data or a successor website.
 



13. Recording of Conversations
 
For compliance and monitoring purposes, Client authorizes each Coinbase Entity at its sole discretion to record conversations between such Coinbase Entity and Client or its
Authorized Representatives relating to this Coinbase Prime Broker Agreement, the Prime Broker Account and the Prime Broker Services.
 
14. Security and Business Continuity
 
The Coinbase Entities have implemented and will maintain a reasonable information security program that includes policies and procedures that are reasonably designed to
safeguard the Coinbase Entities’ electronic systems and Client’s Confidential Information from, among other things, unauthorized access or misuse. In the event of a Data Security
Incident (defined below), the applicable Coinbase Entity shall promptly notify Client and such notice shall include the following information: (a) the timing and nature of the Data
Security Incident; (b) the information related to Client that was compromised; (c) when the Data Security Incident was discovered; and (d) any remedial actions that have been
taken and that the applicable Coinbase Entity plans to take. “Data Security Incident” means an incident whereby (i) an unauthorized person acquired or accessed Client’s
Confidential Information; or (ii) Client’s Confidential Information is otherwise lost, stolen, or compromised, each case, while in the possession or control of the Coinbase Entities.
 
The Coinbase Entities have established a business continuity plan that will support their ability to conduct business in the event of a significant business disruption. The
business continuity plan is reviewed and updated annually, and may be updated more frequently as deemed necessary by the Coinbase Entities in their sole discretion. To receive
more information about the Coinbase Entities’ business continuity plan, please send a written request to security@coinbase.com.
 
15. Acknowledgement of Risks
 
Client hereby acknowledges, that: (i) Digital Assets are not legal tender, are not backed by any government, and are not subject to protections afforded by the Federal Deposit
Insurance Corporation or Securities Investor Protection Corporation; (ii) Legislative and regulatory changes or actions at the state, federal, or international level may adversely
affect the use, transfer, exchange, and/or value of Digital Assets; (iii) transactions in Digital Assets are irreversible, and, accordingly, Digital Assets lost due to fraudulent or
accidental transactions may not be recoverable; (iv) certain Digital Assets transactions will be deemed to be made when recorded on a public blockchain ledger, which is not
necessarily the date or time that Client initiates the transaction or such transaction enters the pool; (v) the value of Digital Assets may be derived from the continued willingness of
market participants to exchange any government issued currency (“Fiat Currency”) for Digital Assets, which may result in the permanent and total loss of value of a Digital Asset
should the market for that Digital Asset disappear; (vi) the volatility of the value of Digital Assets relative to Fiat Currency may result in significant losses; (vii) Digital Assets may
be susceptible to an increased risk of fraud or cyber-attack; (viii) the nature of Digital Assets means that any technological difficulties experienced by a Coinbase Entity may
prevent the access or use of Client Digital Assets; and (ix) any bond or trust account maintained by Coinbase Entities for the benefit of its customers may not be sufficient to cover
all losses (including Losses) incurred by customers.
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16. Operation of Digital Asset Protocols
 
16.1 The Coinbase Entities do not own or control the underlying software protocols which govern the operation of Digital Assets. Generally, the underlying software

protocols and, if applicable, related smart contracts (referred to collectively as “Protocols” for purposes of this Section 16) are open source and anyone can use, copy,
modify or distribute them. By using the Prime Broker Services, Client acknowledges and agrees that (i) the Coinbase Entities make no guarantee of the functionality,
security, or availability of underlying Protocols; (ii) some underlying Protocols are subject to consensus-based proof of stake validation methods which may allow, by
virtue of their governance systems, changes to the associated blockchain or digital ledger (“Governance Modifiable Blockchains”), and that any Client transactions
validated on such Governance Modifiable Blockchains may be affected accordingly; and (iii) the underlying Protocols are subject to sudden changes in operating rules
(a/k/a “forks”), and that such forks may materially affect the value, function, and/or even the name of the Digital Assets. In the event of a fork, Client agrees that the
Coinbase Entities may temporarily suspend Prime Broker Services (with or without notice to Client) and that the Coinbase Entities may, in their sole discretion, determine
whether or not to support (or cease supporting) either branch of the forked protocol entirely. Client agrees that the Coinbase Entities shall have no liability, obligation or
responsibility whatsoever arising out of or relating to the operation of Protocols, transactions affected by Governance Modifiable Blockchains, or an unsupported branch
of a forked protocol and, accordingly, Client acknowledges and assumes the risk of the same.

 
16.2 Unless specifically communicated by the Coinbase Entities through a written public statement on the Coinbase website, the Coinbase Entities do not support airdrops,

metacoins, colored coins, side chains, or other derivative, enhanced or forked protocols, tokens or coins, which supplement or interact with a Digital Asset (collectively,
“Advanced Protocols”) in connection with the Prime Broker Services. The Prime Broker Services are not configured to detect, process and/or secure Advanced Protocol
transactions and neither Client nor the Coinbase Entities will be able to retrieve any unsupported Advanced Protocol. Coinbase shall have no liability, obligation or
responsibility whatsoever in respect to Advanced Protocols.

 
17. Set-off
 
Upon the termination of, or the occurrence of a default or an event of default under, an agreement with a Coinbase Entity (including an “Event of Default” as such term is defined in
the PTC Agreement (in each case, at maturity, upon acceleration or otherwise) or the occurrence of an event that constitutes “Cause” (as defined below) (each, a “ Setoff Event”),
each Coinbase Entity may set off and net the amounts due from it or any other Coinbase Entity to Client and from Client to it or any other Coinbase Entity, so that a single payment
(the “Net Payment”) shall be immediately due and payable by the Client or the Coinbase Entity to the other (subject to the other provisions hereof and of any agreement with a
Coinbase Entity). If any amounts cannot be included within the Net Payment, such amounts shall be excluded but may still be netted against any other similarly excluded amounts.
Upon the occurrence of a Setoff Event, each Coinbase Entity may also (a) liquidate, apply and set off any or all Client Assets (as such term is defined in the MTA) against any Net
Payment, unpaid trade credits, or any other obligation owed by Client to any Coinbase Entity and (b) set off and net any Net Payment or any other obligation owed to the Client by
any Coinbase Entity against (i) any or all collateral or margin posted by any Coinbase Entity to Client (or the U.S. dollar value thereof, determined by Coinbase in its sole discretion
on the basis of a recent price at which the relevant Digital Asset was sold to customers on the Trading Platform); and (ii) any Net Payment, unpaid trade credits or any other
obligation owed by Client to any Coinbase Entity (in each case, whether matured or unmatured, fixed or contingent, or liquidated or unliquidated). Client agrees that in the exercise
of setoff rights or secured party remedies, the Coinbase Entities may value Client Digital Assets using the same valuation methods and processes that are otherwise used when a
Coinbase customer sells an asset on the Trading Platform (as such term is defined in the MTA) or any other commercially reasonable valuation method as determined by Coinbase
in its sole discretion.
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18. Disclaimer of Warranties
 
TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, THE PRIME BROKER SERVICES AND THE COINBASE WEBSITE ARE PROVIDED ON AN “AS IS” AND
“AS AVAILABLE” BASIS WITHOUT ANY WARRANTY OF ANY KIND, AND THE COINBASE ENTITIES HEREBY SPECIFICALLY DISCLAIM ALL WARRANTIES WITH
RESPECT TO THE PRIME BROKER SERVICES, WHETHER EXPRESS, IMPLIED OR STATUTORY, INCLUDING THE IMPLIED WARRANTIES AND/OR CONDITIONS OF
TITLE, MERCHANTABILITY, SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE, AND/OR NON-INFRINGEMENT. THE COINBASE ENTITIES DO NOT
WARRANT THAT THE PRIME BROKER SERVICES, INCLUDING ACCESS TO AND USE OF THE COINBASE WEBSITES, OR ANY OF THE CONTENT CONTAINED THEREIN,
WILL BE CONTINUOUS, UNINTERRUPTED, TIMELY, COMPATIBLE WITH ANY SOFTWARE, SYSTEM OR OTHER SERVICES, SECURE, COMPLETE, FREE OF HARMFUL
CODE OR ERROR-FREE.
 



19. Indemnification
 
19.1 Client shall defend and indemnify and hold harmless each Coinbase Entity, its affiliates, and their respective officers, directors, agents, employees and representatives

from and against any and all Claims and Losses arising out of or relating to Client’s breach of this Coinbase Prime Broker Agreement, Client’s violation of any law, rule or
regulation, or rights of any third party, or Client’s gross negligence, fraud or willful misconduct. This obligation will survive any termination of this Coinbase Prime Broker
Agreement. Client shall not accept any settlement of any Claims or Losses if such settlement imposes any financial or non-financial liabilities, obligations or restrictions
on, or requires an admission of guilt or wrong-doing from, any indemnified party pursuant to this Section 19, without such indemnified party’s prior written consent.

 
19.2 For the purposes of this Coinbase Prime Broker Agreement:
 
 (a) “Claim” means any action, suit, litigation, demand, charge, arbitration, proceeding (including any civil, criminal, administrative, investigative or appellate

proceeding), hearing, inquiry, audit, examination or investigation commenced, brought, conducted or heard by or before, or otherwise involving, any court or
other governmental, regulatory or administrative body or any arbitrator or arbitration panel; and

 
 (b) “Losses” means any liabilities, damages, diminution in value, payments, obligations, losses, interest, costs and expenses, security or other remediation costs

(including any regulatory investigation or third party subpoena costs, reasonable attorneys’ fees, court costs, expert witness fees, and other expenses relating to
investigating or defending any Claim); fines, taxes, fees, restitution, or penalties imposed by any governmental, regulatory or administrative body, interest on and
additions to tax with respect to, or resulting from, Taxes imposed on Client’s assets, cash, other property, or any income or gains derived therefrom; and
judgments (at law or in equity) or awards of any nature.
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20. Limitation of Liability
 
IN NO EVENT SHALL ANY COINBASE ENTITY, ITS AFFILIATES, OR THEIR RESPECTIVE OFFICERS, DIRECTORS, AGENTS, EMPLOYEES AND REPRESENTATIVES HAVE
ANY LIABILITY TO CLIENT OR ANY THIRD PARTY WITH RESPECT TO ANY BREACH OF ITS OBLIGATIONS HEREUNDER, EXPRESS OR IMPLIED, WHICH DOES NOT
RESULT SOLELY FROM ITS GROSS NEGLIGENCE, FRAUD OR WILLFUL MISCONDUCT. TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EXCEPT FOR
LIABILITIES SPECIFICALLY PROVIDED FOR HEREUNDER, NEITHER PARTY HERETO SHALL BE LIABLE FOR ANY INCIDENTAL, INDIRECT, SPECIAL, PUNITIVE,
CONSEQUENTIAL OR SIMILAR LOSSES, EVEN IF THE OTHER PARTY HAD BEEN ADVISED OF OR KNEW OR SHOULD HAVE KNOWN OF THE POSSIBILITY THEREOF.
NOTHING IN THIS COINBASE PRIME BROKER AGREEMENT SHALL BE DEEMED TO CREATE ANY JOINT OR SEVERAL LIABILITY AMONG ANY OF THE COINBASE
ENTITIES. IN NO EVENT SHALL ANY COINBASE ENTITY’S AGGREGATE LIABILITY WITH RESPECT TO ANY BREACH OF ITS OBLIGATIONS HEREUNDER EXCEED THE
AGGREGATE AMOUNT OF FEES PAID BY CLIENT TO SUCH COINBASE ENTITY IN RESPECT OF THE PRIME BROKER SERVICES IN THE 12-MONTH PERIOD PRIOR TO
THE EVENT GIVING RISE TO SUCH LIABILITY AND SOLELY IN RESPECT OF CUSTODIAL SERVICES PROVIDED PURSUANT TO THE CUSTODY AGREEMENT, THE
GREATER OF (i) THE AGGREGATE AMOUNT OF FEES PAID BY CLIENT TO COINBASE CUSTODY IN RESPECT OF THE CUSTODIAL SERVICES IN THE 12-MONTH PERIOD
PRIOR TO THE EVENT GIVING RISE TO SUCH LIABILITY OR (ii) THE VALUE OF THE SUPPORTED DIGITAL ASSETS ON DEPOSIT IN CLIENT’S CUSTODIAL ACCOUNT(S)
GIVING RISE TO SUCH LIABILITY AT THE TIME OF THE EVENT GIVING RISE TO SUCH LIABILITY (THE VALUE OF WHICH SHALL BE CALCULATED AT THE AVERAGE
UNITED STATES DOLLAR ASK PRICE, AT THE TIME OF SUCH EVENT, OF THE THREE (3) LARGEST U.S.-BASED EXCHANGES (BY TRAILING 30-DAY VOLUME) WHICH
OFFER THE RELEVANT DIGITAL CURRENCY OR DIGITAL ASSET/USD TRADING PAIR, AS RELEVANT); PROVIDED, THAT IN NO EVENT SHALL COINBASE CUSTODY’S
AGGREGATE LIABILITY IN RESPECT OF EACH COLD STORAGE ADDRESS EXCEED ONE HUNDRED MILLION US DOLLARS (US$100,000,000).
 
21. Privacy
 
The Coinbase Entities shall use and disclose Client’s and its Authorized Representatives’ non-public personal information in accordance with the Coinbase Privacy Policy, as set
forth at https://www.coinbase.com/legal/privacy or a successor website, and as amended and updated from time to time.
 
22. Arbitration
 
22.1 Any Claim arising out of or relating to this Coinbase Prime Broker Agreement, or the breach, termination, enforcement, interpretation or validity thereof, including any

determination of the scope or applicability of the agreement to arbitrate as set forth in this Section 22, shall be determined by arbitration in the state of New York or
another mutually agreeable location, before one neutral arbitrator. The arbitration shall be administered by JAMS pursuant to its Comprehensive Arbitration Rules and
Procedures, and the award of the arbitrator (the “Award”) shall be accompanied by a reasoned opinion. Judgment on the Award may be entered in any court having
jurisdiction. This Coinbase Prime Broker Agreement shall not preclude the Parties from seeking provisional relief, including injunctive relief, in any court of competent
jurisdiction. Seeking any such provisional relief shall not be deemed to be a waiver of such party’s right to compel arbitration. The Parties expressly waive their right to a
jury trial to the extent permitted by applicable law.

 
22.2 In any arbitration arising out of or related to this Coinbase Prime Broker Agreement, the arbitrator shall award to the prevailing party, if any, as determined by the

arbitrator, all of its costs and fees. “Costs and fees” mean all reasonable pre-award expenses of the arbitration, including the arbitrator’s fees, administrative fees, travel
expenses, out-of-pocket expenses such as copying and telephone, court costs, witness fees, and attorneys’ fees.

 
22.3 The Parties acknowledge that this Coinbase Prime Broker Agreement evidences a transaction involving interstate commerce. Notwithstanding the provision herein with

respect to applicable substantive law, any arbitration conducted pursuant to the terms of this Coinbase Prime Broker Agreement shall be governed by the Federal
Arbitration Act (9 U.S.C. §§ 1-16).
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23. Term, Termination and Suspension
 
This Coinbase Prime Broker Agreement is effective as of the date written below and shall remain in effect until terminated by Coinbase or Client as follows:
 
 (a) Either Party may terminate this Coinbase Prime Broker Agreement in its entirety for any reason and without Cause by providing at least 30 days’ prior written

notice to the other party; provided, however, Client’s termination of this Coinbase Prime Broker Agreement shall not be effective until Client has fully satisfied its
obligations hereunder.

 
 (b) Regardless of any other provision of this Coinbase Prime Broker Agreement, the Coinbase Entities may, in their sole discretion, suspend, restrict or terminate the

Client’s Prime Broker Services, including by suspending, restricting or closing the Client’s Prime Broker Account and/or any associated Trading Account,
Custodial Account or any credit account (as applicable), for Cause, at any time and without prior notice to the Client.

 
“Cause” shall mean: (i) Client breaches any provision of this Coinbase Prime Broker Agreement; (ii) Client takes any action to dissolve or liquidate, in whole or
part; (iii) Client becomes insolvent, makes an assignment for the benefit of creditors, becomes subject to direct control of a trustee, receiver or similar authority;
(iv) Client becomes subject to any bankruptcy or insolvency proceeding under any applicable laws, rules and regulations, such termination being effective
immediately upon any declaration of bankruptcy; (v) Coinbase becomes aware of any facts or circumstances with respect to the Client’s financial, legal,



regulatory or reputational position which may affect Client’s ability to comply with its obligations under this Coinbase Prime Broker Agreement; (vi) termination
is required pursuant to a facially valid subpoena, court order or binding order of a government authority; (vii) Client’s Prime Broker Account is subject to any
pending litigation, investigation or government proceeding and/or Coinbase reasonably perceives a heightened risk of legal regulatory non-compliance
associated with Client’s use of Prime Broker Services; or (viii) Coinbase reasonably suspects Client of attempting to circumvent Coinbase’s controls or uses the
Prime Broker Services in a manner Coinbase otherwise deems inappropriate or potentially harmful to itself or third parties.

 
 (c) Client acknowledges that the Coinbase Entities’ decision to take certain actions, including suspending, restricting or terminating Client’s Prime Broker Account

or Prime Broker Services, may be based on confidential criteria that are essential to Coinbase’s risk management and security practices and agrees that the
Coinbase Entities are under no obligation to disclose the details of its risk management and security practices to Client.

 
24. Severability
 
If any provision or condition of this Coinbase Prime Broker Agreement shall be held invalid or unenforceable, the remainder of this Coinbase Prime Broker Agreement shall
continue in full force and effect.
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25. Waiver
 
Any waivers of rights by the Coinbase Entities under this Coinbase Prime Broker Agreement must be in writing and signed by Coinbase on behalf of the relevant Coinbase Entities.
A waiver will apply only to the particular circumstance giving rise to the waiver and will not be considered a continuing waiver in other similar circumstances. The Coinbase
Entities’ failure to insist on strict compliance with this Coinbase Prime Broker Agreement or any other course of conduct by the Coinbase Entities shall not be considered a waiver
of their rights under this Coinbase Prime Broker Agreement.
 
26. Survival
 
All provisions of this Coinbase Prime Broker Agreement which by their nature extend beyond the expiration or termination of this Coinbase Prime Broker Agreement shall survive
the termination or expiration of this Coinbase Prime Broker Agreement.
 
27. Governing Law
 
This Coinbase Prime Broker Agreement, Client’s Prime Broker Account, and the Prime Broker Services will be governed by and construed in accordance with the laws of the State
of New York, excluding its conflicts of laws principles, except to the extent such state law is preempted by federal law.
 
28. Force Majeure
 
The Coinbase Entities shall not be liable for delays, suspension of operations, whether temporary or permanent, failure in performance, or interruption of service which result
directly or indirectly from any cause or condition beyond the reasonable control of the Coinbase Entities, including any act of God; embargo; natural disaster; act of civil or military
authorities; act of terrorists; hacking; government restrictions; any ruling by any Connected Trading Venue, exchange or market; market volatility or disruptions in order trading on
any Connected Trading Venue, exchange or market; suspension of trading; civil disturbance; war; strike or other labor dispute; fire; severe weather; interruption in
telecommunications, Internet services, or network provider services; failure of equipment and/or software; failure of computer or other electronic or mechanical equipment or
communication lines; unauthorized access; theft; operator errors; outbreaks of infectious disease or any other public health crises, including quarantine or other employee
restrictions; acts or omissions of any Connected Trading Venue; or any other catastrophe or other occurrence which is beyond the reasonable control of the Coinbase Entities.
 
29. Entire Agreement; Headings
 
This Coinbase Prime Broker Agreement, together with all exhibits, addenda and supplements attached hereto or referenced herein, comprise the entire understanding between
Client and the Coinbase Entities as to the Prime Broker Services and supersedes all prior discussions, agreements and understandings, including any previous version of this
Coinbase Prime Broker Agreement, and the Custodial Services Agreement between Client and any Coinbase Entity, including all exhibits, addenda, policies, and supplements
attached thereto or referenced therein. Section headings in this Coinbase Prime Broker Agreement are for convenience only and shall not govern the meaning or interpretation of
any provision of this Coinbase Prime Broker Agreement.
 
30. Amendments
 
Any modification or addition to this Coinbase Prime Broker Agreement must be in writing and either (a) signed by a duly authorized representative of each party, or (b) accepted
and agreed to by Client.
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31. Assignment
 
Any assignment of Client’s rights and/or licenses granted under this Coinbase Prime Broker Agreement without obtaining the prior written consent of Coinbase shall be null and
void. Coinbase reserves the right to assign its rights under this Coinbase Prime Broker Agreement without restriction, including to any of the Coinbase Entities or their affiliates or
subsidiaries, or to any successor in interest of any business associated with the Prime Broker Services, provided that Coinbase shall notify Client within a reasonable amount of
time after such assignment. Subject to the foregoing, this Coinbase Prime Broker Agreement will bind and inure to the benefit of the Parties, their successors and permitted assigns.
 
32. Electronic Delivery of Communications
 
Client agrees and consents to receive electronically all communications, agreements, documents, notices and disclosures (collectively, “Communications”) that the Coinbase
Entities provide in connection with Client’s Prime Broker Account and Client’s use of Prime Broker Services. Communications include: (a) terms of use and policies Client agrees to,
including updates to policies or the Coinbase Prime Broker Agreement, (b) Prime Broker Account details, including transaction receipts, confirmations, records of deposits,
withdrawals or transaction information, (c) legal, regulatory and tax disclosures or statements the Coinbase Entities may be required to make available to Client and (d) responses to
claims or customer support inquiries filed in connection with Client’s Prime Broker Account.
 
Coinbase will provide these Communications to Client by posting them on the Prime Broker Site, emailing them to Client at the primary email address on file with Coinbase,
communicating to Client via instant chat, and/or through other means of electronic communication. The Client agrees that electronically delivered Communications may be
accepted and agreed to by Client through the Prime Broker Services interface. Furthermore, the Parties consent to the use of electronic signatures in connection with Client’s use of
the Prime Broker Services.
 
33. Notice and Contacts
 



33.1 All notices required or permitted to be given hereunder shall be in writing delivered to the Party at its address specified below via an overnight mailing company of
national reputation. Any Party that changes its notice address must notify the other Party promptly of such change.

 
If to any Coinbase Entity:

 
Legal Department
Coinbase, Inc.

 
If to Client, the address specified in its signature block on the Execution Page.

 
33.2 In the event of any market operations, connectivity, or erroneous trade issues that require immediate attention including any unauthorized access to Client’s Prime Broker

Account, please contact:
 

To Coinbase:
 
To Client: the email address specified in its signature block on the Execution Page.
 
It is solely Client’s responsibility to provide Coinbase with a true, accurate and complete contact information including any e-mail address, and to keep such information
up to date. Client understands and agrees that if Coinbase sends Client an electronic Communication but Client does not receive it because Client’s primary email address
on file is incorrect, out of date, blocked by Client’s service provider, or Client is otherwise unable to receive electronic Communications, Coinbase will be deemed to have
provided the Communication to Client. Client may update Client’s information via Client’s Prime Broker Account and visiting settings or by providing a notice to Coinbase
as prescribed above.

 
33.3 T o see more information about our regulators, licenses, and contact information for feedback, questions or complaints, please visit

https://www.coinbase.com/legal/licenses.
 
34. Client
 
To the extent Client is a natural person over 18 years of age, if Coinbase receives legal documentation confirming Client’s death or other information leading Coinbase to believe
Client is deceased, Coinbase will freeze Client’s Prime Broker Account (“ Freeze Period”). During the Freeze Period, no transactions may be completed until: (i) Client’s designated
fiduciary has opened a new Prime Broker Account, as further described below, and the entirety of Client’s Prime Broker Account has been transferred to such new Prime Broker
Account, or (ii) Client has received proof in a form satisfactory to Coinbase that Client is not deceased. If Coinbase has reason to believe Client is deceased but Coinbase does not
have proof of Client’s death in a form satisfactory to Coinbase, Client authorizes Coinbase to make inquiries, whether directly or through third parties, that Coinbase considers
necessary to ascertain whether Client is deceased. Upon receipt by Coinbase of proof satisfactory to Coinbase that Client is deceased, the fiduciary Client designated in a valid will
or similar testamentary document will be required to open a new Prime Broker Account. If Client has not designated a fiduciary, then Coinbase reserves the right to (i) treat as
Client’s fiduciary any person entitled to inherit Client’s Prime Broker Account, as determined by Coinbase upon receipt and review of the documentation Coinbase, in its sole and
absolute discretion, deems necessary or appropriate, including (but not limited to) a will, a living trust or a Small Estate Affidavit, or (ii) require an order designating a fiduciary from
a court having competent jurisdiction over Client’s estate. In the event Coinbase determines, in its sole and absolute discretion, that there is uncertainty regarding the validity of
the fiduciary designation, Coinbase reserves the right to require an order resolving such issue from a court of competent jurisdiction before taking any action relating to Client’s
Prime Broker Account. Pursuant to the above, the opening of a new Prime Broker Account by a designated fiduciary is mandatory following the death of Client, and Client hereby
agrees that its fiduciary shall be required to open a new Prime Broker Account and provide required account opening information to gain access to the contents of Client’s Prime
Broker Account.
 
35. Counterparts
 
This Coinbase Prime Broker Agreement may be executed in one or more counterparts, including by facsimile or email of .pdf signatures or DocuSign (or similar electronic signature
software), each of which shall be deemed to be an original document, but all such separate counterparts shall constitute only one and the same Coinbase Prime Broker Agreement.
 

[Signatures on following page]
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IN WITNESS WHEREOF, the Parties have caused this Coinbase Prime Broker Agreement, including the Custody Agreement and MTA, to be duly executed and delivered as of
the date below.
 
COINBASE, INC. For itself and as agent for the Coinbase Entities  
   
By: /s/ Alejandra Ugarte  
   
Name: Alejandra Ugarte  
   
Title: Authorized Signatory  
   
Date: January 6, 2023  
   
CLIENT: Mercurity Fintech Technology Holding Inc.  
   
By: /s/ Shi Qiu  
   
Name: Shi Qiu  
   
Title: CEO  
   
Date: January 3, 2023  
   
Address:1330 avenue of Americas Fl33, New York 10019  
   
E-Mail:   
 

14

 



 
EXHIBIT A

to the Coinbase Prime Broker Agreement
 

COINBASE CUSTODY CUSTODIAL SERVICES AGREEMENT
 
This Custody Agreement is entered into between Client and Coinbase Custody and forms a part of the Coinbase Prime Broker Agreement between the Client and the Coinbase
Entities. Capitalized terms used in this Custody Agreement that are not defined herein shall have the meanings assigned to them in the other parts of the Coinbase Prime Broker
Agreement.
 
1. Custodial Services.
 
Coinbase Custody shall provide Client with a segregated custody account controlled and secured by Coinbase Custody (“Custodial Account”) to store certain Digital Assets
supported by Coinbase Custody, on Client’s behalf (“Custodial Services”). Coinbase Custody is a fiduciary under § 100 of the New York Banking Law and a qualified custodian for
purposes of Rule 206(4)-2(d)(6) under the Investment Advisers Act of 1940, as amended, and is licensed to custody Client’s Digital Assets in trust on Client’s behalf. Digital
Assets in Client’s Custodial Account shall (i) be segregated from the assets held by Coinbase Custody as principal and the assets of other customers of Coinbase Custody, (ii) not
be treated as general assets of Coinbase Custody, and except as otherwise provided herein, Coinbase Custody shall have no right, title or interest in such Digital Assets, (iii)
constitute custodial assets and Client’s property. In addition, Coinbase Custody shall maintain adequate capital and reserves to the extent required by applicable law and shall not,
directly or indirectly, lend, pledge, hypothecate or re-hypothecate any Digital Assets in the Custodial Account.
 
2. Custodial Account.
 
2.1 In General. The Custodial Services shall permit the Client (i) to hold its Vault Balance in its Custodial Account and transfer Digital Assets to and from its Trading Balance,

(ii) to deposit supported Digital Assets from a public blockchain address controlled by Client into its Custodial Account, (iii) withdraw supported Digital Assets from its
Custodial Account to a public blockchain address controlled by Client and (iv) certain additional services as may be agreed to between the Client and Coinbase Custody
from time to time. Each such deposit or withdrawal shall be referred to as a “Custody Transaction” and shall conform to Instructions provided by Client through the
Coinbase Prime Broker Site. Client shall only withdraw or deposit Digital Assets to public blockchain addresses and accounts owned by Client or an address for which
Client has conducted the necessary Know Your Customer (“KYC”) and anti-money laundering (“AML”) due diligence. Digital Assets shall be held in Client’s Custodial
Account in accordance with the terms of this Custody Agreement and shall not be commingled with other clients’ Digital Assets. Coinbase Custody reserves the right to
refuse to process or to cancel any pending Custody Transaction to comply with applicable law or in response to a subpoena, court order or other binding government
order, or to enforce transaction, threshold and condition limits, or if Coinbase Custody reasonably believes that the Custody Transaction may violate or facilitate the
violation of an applicable law, regulation or rule of a governmental authority or self-regulatory organization.

 
2.2 Digital Asset Deposits and Withdrawals. Coinbase Custody will process supported Digital Asset Custody Transaction according to the Instruction received from Client

or Client’s Authorized Representatives, and Coinbase Custody does not guarantee the identity of any user, receiver, requestee or other party. Client must verify all
deposit and withdrawal information prior to submitting Instructions to Coinbase Custody regarding a Custody Transaction. Coinbase Custody shall have no liability,
obligation, or responsibility whatsoever for Client Digital Asset transfers sent to or received from a wrong party or sent or received with inaccurate Instructions. Coinbase
Custody reserves the right to charge network fees (including miner fees) to process a Custody Transaction on Client’s behalf. Coinbase Custody will calculate the
network fee, if any, in its sole and absolute discretion, although Coinbase Custody will always notify Client of the network fee at or before the time Client authorizes the
Custody Transaction. Coinbase Custody reserves the right to delay any Custody Transaction if it perceives a risk of fraud or illegal activity.
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2.3 Digital Asset Storage and Transmission Delays. Coinbase Custody requires up to twenty-four (24) hours between any request to withdraw Digital Assets from Client’s

Custodial Account and submission of Client’s withdrawal to the applicable Digital Asset network. Since Coinbase Custody securely stores all Digital Asset private keys
in offline storage, it may be necessary to retrieve certain information from offline storage in order to facilitate a withdrawal in accordance with Client’s Instructions, which
may delay the initiation or crediting of such withdrawal. Client acknowledges and agrees that a Custody Transaction may be delayed, and that Digital Assets shall not be
deposited or withdrawn upon less than twenty-four (24) hours’ notice initiated from Client’s Custodial Account. The time of such request shall be the time such notice is
transmitted from Client’s Custodial Account. Coinbase Custody makes no representations or warranties with respect to the availability and/or accessibility of (1) the
Digital Assets, (2) a Custody Transaction, (3) the Custodial Account, or (4) the Custodial Services. While Coinbase Custody will make reasonable efforts to process Client
initiated deposits in a timely manner, Coinbase Custody makes no representations or warranties regarding the amount of time needed to complete processing as such
processing is dependent upon many factors outside of Coinbase Custody’s control.

 
2.4 Supported Digital Assets. The Custodial Services are available only in connection with those Digital Assets that Coinbase Custody, in its sole discretion, decides to

support, which may change from time to time. Prior to initiating a deposit of Digital Asset to Coinbase Custody, Client must confirm that Coinbase Custody offers
Custodial Services for that specific Digital Asset. By initiating a deposit of any Digital Asset to a Custodial Account, Client attests that Client has confirmed that the
Digital Asset being transferred is a supported Digital Asset offered by Coinbase Custody. Under no circumstances should Client attempt to use the Custodial Services to
deposit or store Digital Assets in any forms that are not supported by Coinbase Custody. Depositing or attempting to deposit Digital Assets that are not supported by
Coinbase Custody may result in such Digital Asset being irretrievable by Client and Coinbase Custody. Client shall be fully responsible and liable, and Coinbase Custody
shall have no liability, obligation, or responsibility whatsoever, regarding any unsupported Digital Asset sent or attempted to be sent to it, or regarding any attempt to use
the Custodial Services for Digital Assets that Coinbase Custody does not support. Digital Assets supported by Coinbase Custody shall be listed on the Coinbase Prime
Broker Site. Coinbase Custody recommends that Client deposit a small amount of supported Digital Asset as a test prior to initiating a deposit of a significant amount of
supported Digital Asset. Coinbase Custody shall provide Client with thirty (30) days’ written notice before ceasing to support a Digital Asset, unless Coinbase Custody
is required to cease such support by court order, statute, law, rule (including a self-regulatory organization rule), regulation, code, or other similar requirement.

 
2.5 Use of the Custodial Services. Client acknowledges and agrees that Coinbase Custody may monitor use of the Custodial Account and the Custodial Services and the

resulting information may be utilized, reviewed, retained and or disclosed by Coinbase Custody for its internal purposes or in accordance with the rules of any applicable
legal, regulatory or self-regulatory organization or as otherwise may be required to comply with relevant law, sanctions programs, legal process or government request.

 
2.6 Independent Verification. If Client is subject to Rule 206(4)-2 under the Investment Advisers Act of 1940, Coinbase Custody shall, upon written request, provide Client’s

authorized independent public accountant confirmation of or access to information sufficient to confirm (i) Client’s Digital Assets as of the date of an examination
conducted pursuant to Rule 206(4)-2(a)(4), and (ii) Client’s Digital Assets are held either in a separate account under Client’s name or in accounts under Client’s name as
agent or trustee for Client’s clients.
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2.7 Third Party Payments. The Custodial Services are not intended to facilitate third party payments of any kind. As such, Coinbase Custody has no control over, or liability

for, the delivery, quality, safety, legality or any other aspect of any goods or services that Client may purchase or sell to or from a third party (including other users of
Custodial Services) involving Digital Assets that Client intends to store, or have stored, in Client’s Custodial Account.

 
2.8 Termination, and Cancellation. If Coinbase Custody closes Client’s Custodial Account or terminates Client’s use of the Custodial Services, Client will be permitted to



withdraw Digital Assets associated with Client’s Custodial Account for a period of up to ninety (90) days following the date of deactivation or cancellation to the extent
not prohibited (i) under applicable law, including applicable sanctions programs, or (ii) by a facially valid subpoena, court order, or binding order of a government
authority.

 
3. Coinbase Custody Obligations
 
3.1 Bookkeeping. Coinbase Custody shall keep timely and accurate records as to the deposit, disbursement, investment and reinvestment of the Digital Assets, as required

by applicable law and in accordance with Coinbase Custody’s internal document retention policies.
 
3.2 Insurance. Coinbase Custody shall obtain and maintain, at its sole expense, insurance coverage in such types and amounts as shall be commercially reasonable for the

Custodial Services provided hereunder.
 
4. Additional Matters
 
In addition to any additional service providers that may be described in an addendum or attachment hereto, Client acknowledges and agrees that the Custodial Services may be
provided from time to time by, through or with the assistance of affiliates of, or vendors to, Coinbase Custody. Client shall receive notice of any material change in the entities that
provide the Custodial Services.
 

[Remainder of page intentionally left blank]
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EXHIBIT B
to the Coinbase Prime Broker Agreement

 
COINBASE MASTER TRADING AGREEMENT

 
Client should carefully consider whether trading or holding Digital Assets is suitable for its purpose, including in relation to Client’s knowledge of Digital Assets and Digital Asset
markets and Client’s financial condition. All investments involve risk, and the past performance of a financial product does not guarantee future results or returns.
 
This Master Trading Agreement (“MTA”) sets forth the terms and conditions for clients to trade Digital Assets through the Coinbase prime broker execution platform (“Trading
Platform”) and forms a part of the Coinbase Prime Broker Agreement between Client and the Coinbase Entities. Pursuant to this MTA, Coinbase shall open a Trading Account for
the Client on the Trading Platform consisting of linked accounts at Coinbase and Coinbase Custody, each accessible via the Trading Platform (“Trading Account”). The Trading
Platform shall provide Client with access to trade execution and automated trade routing services and Coinbase Execution Services (as defined below) to enable Clients to submit
orders (“Orders”) to purchase and sell specified Digital Assets in accordance with this MTA and the Coinbase Trading Rules set forth at
https://www.coinbase.com/legal/trading_rules or a successor website (as amended and updated from time to time, the “Coinbase Trading Rules”) (such services, the “Trading
Services”). Capitalized terms used in this MTA that are not defined herein shall have the meanings assigned to them in the other parts of the Coinbase Prime Broker Agreement.
 
1. Order Routing and Connected Trading Venue
 
1.1 The Trading Platform operates a trade execution service through which Client may submit Orders to purchase or sell Digital Assets. After Client submits an Order, the

Trading Platform will automatically route the Order (or a portion of the Order) to one of the trading venues to which the Trading Platform has established connections
(each such venue, a “Connected Trading Venue”). Each Order will be sent, processed and settled at each Connected Trading Venue to which it is routed. Once an Order
to purchase Digital Assets has been placed, the associated Client Assets (as defined below) used to fund the Order will be placed on hold and will generally not be
eligible for other use or withdrawal.

 
1.2 With each Connected Trading Venue, Coinbase shall establish an account in its name, or in its name for the benefit of clients, to trade on behalf of its clients, and the

establishment of a Trading Account will not cause Client to have a direct legal relationship, or account with, any Connected Trading Venue. The Trading Platform will not
intentionally match the buy and sell orders of its clients against each other and will not intentionally settle Orders against or otherwise trade with Coinbase’s principal
funds. Client acknowledges that Coinbase and its other clients may trade in their own interests on the Connected Trading Venues and could, therefore, be the
counterparty to a Client Order on a Connected Trading Venue.

 
1.3 Client acknowledges that Coinbase has sole discretion to determine the Connected Trading Venues with which it will establish connections. Coinbase will direct Orders to

the Connected Trading Venues on an automated basis and generally will not manually route orders. In designing algorithms that determine an Order’s routing logic,
Coinbase considers a variety of factors relating to the Order and the Connected Trading Venues, including the speed of execution, whether the venue is able to
consummate off-chain transactions, the availability of efficient and reliable systems, the level of service provided, and the cost of executing orders. Coinbase may receive
cash payments or other financial incentives (such as reciprocal business arrangements) from Connected Trading Venues.
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1.4 Coinbase makes no representation or warranty of any kind regarding any Connected Trading Venue, including as to its financial condition, data, security or quality of its

execution services, and shall have no liability, obligation, or responsibility whatsoever for the selection or performance of any Connected Trading Venue. Digital Assets
may trade at different prices on different trading venues, and other Connected Trading Venues and/or trading venues not used by Coinbase may offer better prices and/or
lower costs than the Connected Trading Venue used to execute Client’s Order.

 
1.5 Coinbase acts in an agency capacity for purposes of certain Orders, and may also act in a principal capacity for certain other Orders, as specified in the Coinbase Trading

Rules. In the Request For Quotation (“RFQ”) service, Coinbase may act as principal to fill Orders by providing indicative firm pricing in accordance with a variety of
market factors, at its sole discretion. Each Client should independently evaluate whether such services are appropriate given its own investing profile and sophistication,
among other considerations.

 
2. Client Trading Balance and Vault Balance
 
2.1 For purposes of this MTA, Client’s Digital Assets are referred to as “ Client Digital Assets ,” Client’s cash is referred to as “Client Cash,” and Client Digital Assets and

Client Cash are together referred to as “Client Assets.”
 
2.2 Within the Trading Platform, Coinbase provides access to two types of accounts with balances relating to Client Assets: (1) the “Trading Balance” (as described below in

Section 2.3) and (2) the “Vault Balance” (as described below in Section 2.5). The Trading Account provides a record of both the Trading Balance and the Vault Balance.
Client determines the allocation of its Client Digital Assets between the Trading Balance and the Vault Balance. Maintenance of the Vault Balance shall be subject to the
terms of the Custody Agreement; provided, however, Client’s Trading Balance is separate from any Digital Assets Client maintains directly with Coinbase Custody.

 
2.3 Client Digital Assets credited to the Trading Balance are immediately available to Client for purposes of submitting an Order. Coinbase holds Digital Assets credited to the



Trading Balance in one of three ways: (i) in omnibus hot wallets (each, an “Omnibus Hot Wallet”); (ii) in omnibus cold wallets (each, an “Omnibus Cold Wallet”); and (iii)
in Coinbase’s accounts with the Connected Trading Venues (“Coinbase Connected Trading Venue Digital Asset Balance ”). Client agrees that Coinbase has sole
discretion in determining the allocation of Digital Assets credited to the Trading Balance. Because Digital Assets credited to the Trading Balance are held on an omnibus
basis and because of the nature of certain Digital Assets, Client does not have an identifiable claim to any particular Digital Asset. Instead, Client’s Trading Balance
represents an entitlement to a pro rata share of the Digital Assets Coinbase has allocated to the Omnibus Hot Wallets, Omnibus Cold Wallets and Coinbase Connected
Trading Venue Digital Asset Balance. Coinbase relies on the Connected Trading Venues for the Coinbase Connected Trading Venue Digital Asset Balance, and Client has
no contractual relationship with the Connected Trading Venues with respect to Digital Assets credited to the Trading Balance.

 
2.4 Client may maintain Client Cash in the Trading Balance but not in the Vault Balance. Coinbase holds Client Cash credited to the Trading Balance in one of two ways: (i) in

one or more omnibus accounts in Coinbase’s name for the benefit of customers at one or more U.S. insured depository institutions (each, an “FBO account”) and (ii) in
Coinbase’s omnibus accounts at Connected Trading Venues. Coinbase will title the FBO accounts it maintains with U.S. depository institutions and maintain records of
Client’s interest in a manner designed to enable receipt of Federal Deposit Insurance Corporation (“FDIC”) deposit insurance, where applicable and up to the deposit
insurance limits applicable under FDIC regulations and guidance, on Client Cash for the Client’s benefit on a pass-through basis. Coinbase does not guarantee that pass-
through FDIC deposit insurance will apply to Client Cash, since such insurance is dependent in part on compliance of the depository institutions. Coinbase may also title
its accounts at some or all Connected Trading Venues and maintain records of Client interests in those accounts in a manner consistent with FDIC requirements for pass-
through deposit insurance, but availability of pass-through deposit insurance, up to the deposit insurance limits applicable under FDIC regulations and guidance, is also
dependent on the actions of the Connected Trading Venues and any depository institutions they use, which may not be structured to provide pass-through deposit
insurance. FDIC insurance applies to cash deposits at banks and other insured depository institutions in the event of a failure of that institution, and does not apply to
any Coinbase Entity or to any Digital Asset held by a Coinbase Entity on Client’s behalf. Client Cash is immediately available to Client for purposes of submitting an
Order, unless a restriction applies.
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2.5 At Client’s election, all or a portion of Client Digital Assets may also be allocated to the Vault Balance which is held in a Custodial Account in Client’s name at Coinbase

Custody pursuant to the Custody Agreement. Such Vault Balance will be divided between segregated hot storage in Client’s name (“Hot Vault Balance”) and segregated
cold storage in Client’s name (“Cold Vault Balance”). Client shall have sole discretion to allocate Digital Assets between the Hot Vault Balance and Cold Vault Balance.
Digital Assets in the Hot Vault Balance may be transferred immediately to Client’s Trading Balance unless a restriction applies. A transfer of Digital Assets in the Cold
Vault Balance to Client’s Trading Balance will be subject to Coinbase Custody’s standard cold storage withdrawal procedures. Client hereby appoints Coinbase as
Client’s agent for purposes of instructing Coinbase Custody to transfer Client Digital Assets between Client’s Vault Balance and Client’s Trading Balance. Client agrees
that an Instruction to Coinbase to settle an Order to or from Client’s Vault Balance constitutes authorization to Coinbase to transfer Client Digital Assets to or from
Client’s Vault Balance as necessary or appropriate to consummate such settlement.

 
2.6 In all circumstances and consistent with laws and regulations applicable to Coinbase, Coinbase will keep an internal ledger that specifies the Client Assets credited to

Client’s Trading Balance and enables Coinbase and its auditors and regulators to identify Client and the Client Assets.
 
2.7 Coinbase treats all Client Assets as custodial assets held for the benefit of Client. No Client Assets credited to the Trading Balance shall be considered to be the property

of, or loaned to, Coinbase, except as provided in any loan agreement between Client and any Coinbase Entity. Neither Coinbase nor any Coinbase Entity will sell, transfer,
loan, rehypothecate or otherwise alienate Client’s Assets credited to Client’s Trading Balance unless instructed by Client pursuant to an agreement between Client and a
Coinbase Entity.

 
3. Role of Coinbase Custody
 
3.1 To facilitate the Trading Services, Coinbase may at its sole discretion maintain portions of the Omnibus Hot Wallet and the Omnibus Cold Wallet in one or more custodial

FBO accounts with its affiliate, Coinbase Custody. In such circumstances, although the Omnibus Hot Wallet and the Omnibus Cold Wallet are held in Coinbase’s FBO
accounts with Coinbase Custody, Client’s legal relationship for purposes of Digital Assets held in the Omnibus Hot Wallet and the Omnibus Cold Wallet will not be,
directly or indirectly, with Coinbase Custody and the terms, conditions and agreements relating to those wallets are to be governed by this MTA.

 
3.2 Client Digital Assets held in the Hot Vault Balance and Cold Vault Balance are maintained directly between Client and Coinbase Custody in Client’s name and are subject

to the terms of the Client’s Custody Agreement.
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4. Cash and Digital Asset Deposits and Withdrawals
 
4.1 To deposit Client Cash, Client must initiate a transfer from a linked bank account, a wire transfer, a SWIFT transfer, a Silvergate Exchange Network deposit or other form of

electronic payment approved by Coinbase from time to time to Coinbase’s bank account, the instructions for which are available on the Coinbase Prime Broker Site.
Coinbase will credit the Trading Balance with Client Cash once the associated cash is delivered to Coinbase.

 
4.2 To withdraw Client Cash, Client may also initiate a withdrawal of Client Cash from the Trading Balance at any time using the withdrawal function on the Trading Platform.
 
4.3 To deposit Client Digital Assets , Clients may transfer Client Digital Assets directly to the Omnibus Hot Wallet or Omnibus Cold Wallet, the instructions for which are

available on the Coinbase Prime Broker Site. Client may transfer funds to and among its Hot Vault Balance or Cold Vault Balance. When Client transfers Digital Assets to
Coinbase or Coinbase Custody, it delivers custody and control of the Digital Assets to Coinbase, Coinbase Custody or Coinbase’s designee, as applicable. Client
represents and warrants that any Digital Asset so transferred shall be free and clear of all liens, claims and encumbrances.

 
4.4 To withdraw Client Digital Assets , Client must provide applicable Instructions via the Coinbase Prime Broker Site (“Withdrawal Transfer”). Once Client has initiated a

Withdrawal Transfer, the associated Client Digital Assets will be in a pending state and will not be included in the Client’s Trading Balance or Vault Balance. Client
acknowledges that Coinbase may not be able to reverse a Withdrawal Transfer once initiated. Client may withdraw Client Digital Assets at any time, subject to delays for
Digital Assets held in Cold Vault Balance, and any applicable account restrictions.

 
4.5 Client must verify all transaction information prior to submitting withdrawal Instructions to Coinbase, as Coinbase cannot and does not guarantee the identity of the

wallet owner or bank account to which Client is sending Client Digital Assets or Client Cash, as applicable. Coinbase shall have no liability, obligation, or responsibility
whatsoever for Client Cash or Client Digital Asset transfers sent to or received from an incorrect party or sent or received via inaccurate Instructions.

 
5. Disruption to Trading Platform
 
5.1 Client acknowledges that electronic facilities and systems such as the Trading Platform are vulnerable to disruption, delay or failure and, consequently, such facilities and

systems may be unavailable to Client as a result of foreseeable and unforeseeable events. Client understands and agrees that Coinbase does not guarantee uninterrupted
access to the Trading Platform or all features of the Trading Services. Client acknowledges that although Coinbase will attempt to provide notice of any scheduled or
unscheduled unavailability that would result in Client being unable to access the Trading Platform or the Trading Services, Coinbase cannot guarantee advanced notice to
Client.



 
5.2 Coinbase may, in its sole discretion, take any of the following actions, and in the case of clause (i), shall use reasonable efforts to provide Client with as much prior notice

as is practicable: (i) halt or suspend Trading Services, including trading on the Trading Platform or the trading of any Digital Assets or currency, or (ii) impose limits on the
amount or size of Client’s Orders. Coinbase shall have no liability, obligation, or responsibility to Client as a result of making any changes to or suspending the Trading
Platform.
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6. Coinbase Trading Rules and Order Types
 
6.1 Client agrees to comply with the Coinbase Trading Rules in effect at the time of any Order. Client agrees to review and become familiar with the terms of the various types

of Orders (each an “Order Type”) available through the Trading Service. A detailed description of the terms of all Orders is contained in the Coinbase Trading Rules.
Coinbase reserves the right to modify the terms of any Order Type and the Coinbase Trading Rules at any time and without prior notice to Client, and Client
acknowledges that it is solely responsible for ensuring knowledge of applicable Order Types and Coinbase Trading Rules prior to placing an Order.

 
6.2 Coinbase may modify the terms of, or cancel, any Order executed on Trading Platform if Coinbase determines in its sole reasonable discretion that the Order was clearly

erroneous according to the Coinbase Trading Rules. Coinbase shall have no liability, obligation, or responsibility to Client as a result of exercising its rights under this
Section 6.

 
7. Coinbase Supported Digital Assets
 
Coinbase determines in its sole discretion which Digital Assets to support for use with the Trading Services, as specified on the Coinbase Prime Broker Site. Not all Digital Assets
supported for Custodial Services are also supported for Trading Services.
 
8. Coinbase Execution Services
 
8.1 At Coinbase’s sole discretion, Client may elect to submit Orders to Coinbase Execution Services (“CES”), a Trading Service through which CES personnel will execute

Orders on behalf of Client. CES will execute Orders by using automated trade routing services through Client’s Prime Broker Account or by filling Orders on Coinbase’s
over-the-counter (“OTC” ) trading service (“OTC Services”). Coinbase has sole and absolute discretion to accept or reject any Order. Coinbase and Client may
communicate regarding Instructions related to Orders on a mutually agreed communication medium, including instant messaging, email, and telephone.

 
8.2 CES brokers Orders on a commercially reasonable basis as Client’s agent and may exercise discretion in executing Orders. Client must pre-fund its Trading Balance and/or

establish a credit arrangement with Coinbase prior to submitting Orders. By electing to use CES, Client agrees that it is authorizing CES personnel to access its Prime
Broker Account to initiate and execute Orders. Client acknowledges that CES personnel will retain access to the Client Prime Broker Account until Client provides
Coinbase with Instructions to terminate such access. Absent express written agreement between the Parties, Coinbase will accept Orders only from Authorized
Representatives that are designated in the Client’s Prime Broker Account as having trading authority with respect to the Prime Broker Account.

 
8.3 For OTC Services, CES personnel will confirm the terms of an Order (which terms shall include asset, quantity, price, settlement timing and fees) with Client prior to

executing the Order. Coinbase has policies and procedures in place that are reasonably designed to prevent the disclosure of any Client identity to its OTC counterparty.
Coinbase may, in its sole and absolute discretion, accept the following statements (or similar or analogous statements) as Client’s final and binding agreement to the terms
of an Order: “done,” “I buy,” “bought,” “I sell,” or “sold.” A completed, executed and settled Order will be reflected in Client’s Prime Broker Account.
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8.4 For Orders fulfilled via OTC Services (“OTC Orders”), each of Client’s and its OTC counterparty’s confirmations of the terms of the OTC Order deems such OTC Order as

binding and final, and thereby executed. Client’s failure to timely settle an executed OTC Order in accordance with the settlement terms will constitute a default under the
Coinbase Prime Brokerage Agreement. Upon Client’s default of an OTC Order:

 
 (a) In addition to all rights under this Coinbase Prime Broker Agreement, Coinbase may exercise any rights of a secured creditor with respect to its interests in

Client’s assets, and may exercise all other rights under agreements between Client and any of the Coinbase Entities. The Coinbase Entities agree that they will
exercise their secured creditor rights, including rights to setoff under Section 17 of the General Terms, with respect to Client’s Trading Balance before exercising
their secured creditor rights with respect to the Vault Balance in the Client’s Custodial Account.

 
 (b) Client hereby grants to Coinbase a continuing first priority security interest in, lien on and right of set off against all of Client’s right, title and interest, whether

now owned or existing or hereafter acquired or arising, in Client’s Trading Balance and Vault Balance in the Client’s Custodial Account together with proceeds
thereof, in order to secure repayment of costs, fees, and all other obligations of Client to Coinbase arising hereunder from time to time. Client shall execute such
documents and take such other actions as Coinbase shall reasonably request in order to perfect and maintain the priority of the Coinbase’s security interest with
respect to Client’s Trading Balance and Vault Balance in Client’s Custodial Account.

 
 (c) Client hereby authorizes Coinbase Custody, as securities intermediary with respect to the Custodial Account, to comply with all instructions and entitlement

orders from Coinbase, as secured party, with respect to the disposition of assets in Client’s Vault Balance in the Custodial Account as contemplated herein
without further consent or direction from Client or any other party. Coinbase Custody agrees to follow such instructions and entitlement orders without further
consent or direction from Client or any other party.

 
 (d) Without prior notice to Client, Coinbase shall have the right to: (i) transfer Client Assets from Client’s Trading Balance to Coinbase to settle the OTC Order

subject to default, and/or (ii) liquidate or cancel outstanding OTC Orders (including OTC Orders that have been submitted or are in the process of being fulfilled).
 
 (e) Without prior notice to Client, Coinbase may suspend or terminate the Client’s ability to receive extensions of credit from Coinbase Credit, regardless of whether

Client has cured the default.
 
If the above actions are not sufficient to satisfy all obligations of Client to Coinbase in respect of OTC Orders subject to default, Coinbase shall have the right to liquidate any and
all of Client’s assets and positions held with Coinbase or Coinbase Custody, including the Trading Balance and Vault Balance in Client’s Custodial Account, to cover any Losses
incurred by Client’s failure to settle the OTC Order. In connection with liquidating such assets, Client authorizes Coinbase, in Coinbase’s sole discretion, to liquidate any of
Client’s Digital Assets in a commercially reasonable sale at the market price that otherwise applies to such Digital Assets at the time of liquidation, without regard to whether Client
would recognize a gain or loss on such sale or would recognize a greater or lesser gain or loss if different Digital Assets were sold. Client understands that the value of Digital
Assets may rise or fall quickly, and Coinbase has no obligation to liquidate Client’s Digital Assets at a time that provides the best price for Client. Client agrees that Digital Assets
held in its Trading Balance and the Vault Balance in Client’s Custodial Account are of a kind or type customarily sold on recognized markets, subject to standard price quotations
and may decline speedily in value. Client agrees that if Coinbase exercises its setoff rights or secured party remedies against Client’s Digital Assets, that Coinbase may value such
Digital Assets using the same valuation method and same process that is otherwise used when Digital Assets are sold on the Trading Platform or any other commercially
reasonable valuation method. A sale by Coinbase of Client’s Digital Assets, without notice, at a private sale using the valuation and method described above shall be a
commercially reasonable method of disposition.
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9. Determination of Suitability; All Risks Not Disclosed
 
Coinbase’s provision of the Trading Services is neither a recommendation that Client enter into a particular Order nor a representation that any product described on the Trading
Platform is suitable or appropriate for Client. Many of the Trading Services described on Trading Platform involve significant risks, and Client should not use the Trading Services
unless it has fully understood all such risks and has independently determined that such Orders are appropriate. Any discussion of the risks contained in this MTA or on the
Trading Platform should not be considered to be a disclosure of all risks or a complete discussion of the applicable risks.
 
10. Characterization of Trading Services; Not a Registered Broker-Dealer or Investment Adviser
 
Client understands and acknowledges that no transactions executed in connection with Client’s Trading Account or the Trading Services are securities transactions, and Coinbase
is not registered with the U.S. Securities and Exchange Commission as a broker-dealer or an investment adviser or licensed under any state securities laws. Coinbase is not acting
as a fiduciary in respect of Client (including in connection with its rights under this MTA) and does not have any responsibility under the standards governing the conduct of
broker-dealers, fiduciaries, investment advisers or investment managers. Client agrees and acknowledges that any information or advice provided by Coinbase or any other
Coinbase Entity does not and will not serve as the basis of any investment decision by Client.
 
11. Coinbase Corporate Accounts
 
Coinbase and its affiliates may transact through Trading Accounts on the Trading Platform (“Coinbase Corporate Accounts ”) for purposes including inventory management, to
facilitate Client Orders, and for other corporate purposes. To the extent that a Coinbase Corporate Account transacts on the Trading Platform, the Coinbase Corporate Account (i)
will not have any special priority vis-a-vis Client Orders and will be subject to the Coinbase Trading Rules, (ii) will trade only on Market Data available to all Clients, and (iii) will not
access any non-public data of other Clients. Coinbase’s internal ledger will indicate the amount of each Digital Asset held for each client and each such Coinbase Corporate
Account.
 
12. Term, Termination and Suspension
 
12.1 Regardless of any other provision of this MTA, Coinbase may, in its sole discretion, suspend, restrict or terminate the Client’s Trading Services, including by suspending,

restricting or closing the Client’s Trading Account, in accordance with the General Terms.
 
12.2 If Client is subject to termination, Client agrees to transfer any Client Assets off the Trading Platform within thirty (30) days of receipt of the termination notice unless

such transfer is otherwise prohibited (i) under applicable law, including any sanctions programs, or (ii) by a facially valid subpoena or court order. Client agrees to
promptly provide Coinbase with Instructions as to where its Client Assets should be transferred, and agrees that failure to do so within thirty (30) days of receipt of notice
of termination may result in Client Assets being transferred to the Client’s linked bank account or Digital Asset wallet on file, in each case subject to off-set for any
outstanding obligations to any Coinbase Entity in accordance with the General Terms. Final disbursement of assets may be delayed until any remaining obligations or
indebtedness have been satisfied. Client is responsible for all debits, costs, commissions, and losses arising from any actions Coinbase must take to liquidate or close
transactions in the Client’s Trading Account.

 
13. Unclaimed Property
 
If Coinbase is holding Client Assets in the Trading Balance, has no record of Client’s use of the Trading Services for an extended period, and is otherwise unable to contact Client,
Coinbase may be required under applicable laws, rules or regulations to report these assets as unclaimed property and to deliver such unclaimed property to the applicable
authority. Coinbase may deduct a dormancy fee or other administrative charge from such unclaimed funds, as permitted by applicable laws, rules or regulations.
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