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symbolizing its pivotal role in our policy research. This choice underscores the idea of
letting democracy set the direction for technological advancements that enhance

public welfare through upholding democratic principles.
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Executive Summary

One of the most significant impacts of the US-China tech rivalry on TSMC's
revenue was the halt in shipments to Huawei, which began in late Q3 2020.
However, TSMC's revenue from China has recently reached a new high, with Q2
2024 figures not only returning to pre-Huawei levels but even slightly surpassing
them. Despite US-led export controls, TSMC remains crucial to global
technological innovation, including advancements in Chinese high-performance

computing (HPC) products.

Bitmain, a leading Chinese IC design enterprise and supplier of cryptocurrency
mining machines, has emerged as a significant player aiming to challenge the Al
chip market dominance of Nvidia and AMD. In recent quarters, Bitmain has
allegedly driven TSMC's shipment of 3nm chips. Co-founders Micree Zhan and
Jihan Wu played crucial roles in Bitmain's operations, establishing a global
company structure and securing significant investments aligned with China's
semiconductor industry strategy. Following the cryptocurrency boom, Bitmain
collaborated with local Chinese governments to develop Al chip technology for

smart cities.

Bitmain's edge Al chip development progressed through Beijing Jingshi, a
company bolstered by the technical expertise of Taiwanese engineers and
substantialinvestments from Chinese entities, including significant backing from
Beijing E-hualu and Xiaomi Group. The company's shareholding structure
highlights the collaboration between Taiwanese technology and Chinese capital.
Bitmain leverages Taiwan's semiconductor expertise through a "remote
poaching" model, employing Taiwanese engineers at WiseCore Tech for chip
design, manufacturing by TSMC and packaging and testing by ASE, all without
relocating the engineers. This model provides a prototype for analyzing other
instances of Chinese poaching within Taiwan's semiconductor industry and
serves as a reference for the global IC design industry in its efforts to address

Chinese technological acquisition efforts.

Executive Summary| 1



In March 2021, Taiwanese authorities launched an investigation that disrupted
Bitmain's access to Taiwanese Al chip technology, ultimately leading to the
dissolution of WiseCore Tech and significant changes in Beijing Jingshi's
ownership. This legal action severed the link between the two companies,
reinforcing Taiwan's economic security framework against unauthorized Chinese
investments and technology transfers. However, from a legal standpoint, the
investigation primarily focused on Bitmain's failure to comply with investment
review procedures rather than on the protection of specific semiconductor
technologies. This situation raises important questions about which home-grown
semiconductor technologies should be safeguarded and how unauthorized use
by China could harm Taiwan's national interests. The "remote poaching” model
used by Bitmain to transfer Taiwanese R&D expertise and technology
underscores the urgent need for Taiwan to strengthen its economic security legal
framework. Identifying and regulating key IC design technologies is essential to
enhance Taiwan's ability to manage supply chain security amidst the US-China

tech rivalry.

2 | Executive Summary



Why Bitmain Matters?

TSMC's "New" China Boom?

In Q2 2024, Taiwan Semiconductor Manufacturing Company (TSMC) achieved a new
revenue high from China, marking a significant milestone since the onset of the US-
China tech rivalry and making headlines in the semiconductor industry. TSMC's

operations, particularly its interactions with U.S. and Chinese clients, are highly

sensitive in the context of the ongoing tech competition between the two superpowers.

While the Chinese market was once a lucrative opportunity for TSMC and other
semiconductor firms, it now presents increasing commercial risks and uncertainties,

especially under the scrutiny of U.S.-led international export controls.

TSMC, with its advanced wafer manufacturing technology and pure-play foundry
model, plays a critical role in driving technological innovations, including in fields like
Artificial Intelligence (Al) and quantum computing. In the broader context of the U.S.-
China techrivalry, where investments and policies in Al technology resemble an arms
race, Taiwan's TSMC stands as the arsenal of the global semiconductor industry. It
plays a crucial role in helping the U.S. and its allies develop and implement advanced
technological concepts. Without TSMC as a key partner, the U.S. could face significant
challenges in profiting from chip design, which would hinder ongoing research and
development and the pursuit of cutting-edge technology at an economically viable
cost. The same logic applies to Chinese chip design companies; maintaining a
cooperative relationship with TSMC remains essential for advancing China's chip and

Al technology.

The recent growth in TSMC's revenue underscores this dynamic. Although current U.S.
Export Administration Regulations (EAR) and its extraterritorial reach do not directly
limit chip manufacturing nodes, they do restrict the sale of high-performance
computing (HPC) products and Al chips with specifications above certain thresholds
to China, depending on their end-use.” In this regulatory landscape, Chinese chip
manufacturers have recently ramped up their orders for designs below 7nm at TSMC,

likely in anticipation of tighter U.S. export controls.?

T Reinsch, W. A., Schleich, M., & Denamiel, T. (2023, October 20). Insight into the U.S. semiconductor export
controls update. Center for Strategic and International Studies. Retrieved from
https://www.csis.org/analysis/insight-us-semiconductor-export-controls-update

2 Chen, Y.-C. (2024, July 18). TSMC's Six Key Points at the Earnings Call: First Definition of Wafer Manufacturing
20[BEAMAAEN —RE BHETHRBZESIE 2.0]. Digitimes. Retrieved from
https://www.digitimes.com.tw/tech/dt/n/shwnws.asp?CnlID=1&id=697594&query=%E6%AF%94%E7%89%B9
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Bitmain's Vow to Replace Nvidia

TSMC's Chinese HPC clients include major players such as Bitmain Technologies Ltd.
(Bitmain), Alibaba's Pingtouge, and ZTE Microelectronics, as well as new
collaborations in 2024 with companies like MetaX and Enflame.® In Q2 2024, TSMC's
revenue from China surged to 16% of its total revenue, up from 9% in the previous
quarter—a significant increase. (See Figure 1) This proportion is especially notable
when compared to the period after Huawei was added to the U.S. Entity List, which
prevented TSMC from shipping to Huawei starting in late Q3 2020. At that time, TSMC's
quarterly revenue from China was 22%, approximately US$2.67 billion. (See Figure 1)
Although the recent percentage has not yet returned to those past levels, the absolute
revenue from China in Q2 2024 has surpassed the pre-sanction peak, reaching
approximately US$3.33 billion.

3.5 25

o
I
o
1Y
-

revenue fro

20
2.5

15

%
1.5 10

0.5

o

US$ billions
o - N w
Q1, 2019 NI
Q2,2019 HEEE——
Q3,2019 I
Q4,2019 I
Q2, 2020
Q3,2020
Q1,2021 N
2021 I
Q3,2021 I Y
Q4,2021 I
Q1,2022 I W
Q2,2022 I B
Q3,2022 I <.
Q4,2022 I
Q1,2023 I B
Q2, 2023 I <8
Q33,2023 I .
Q4, 2023 I A
Q1,2024 I
Q2,2024 I N
[6)]

Q
3 Q4,2020 m—

9]
.
>
)

% of the total revenue

Sources: TSMC's annual reports (Taiwan Stock Exchange: 2330)
Figure 1 : TSMC’s Quarterly Revenue from China
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3 Chen, Y.-C. (2024, July 24). TSMC Super Hot Runs: Chinese Customers Increase Prices by 40% to Secure Orders
[E&7%& super hotruns YR  PEIEFINE 40%1E# F 1. Digitimes. Retrieved from

https://www.digitimes.com.tw/tech/dt/n/shwnws.asp?CnlID=1&id=697877&query=%E6%AF%94%E7%89%B9
%E5%A4%A7%E9%99%B8

4 | Why Bitmain Matters?



Among Chinese chip design companies, Bitmain has garnered significant attention,
particularly for its alleged role in driving the surge in TSMC’s 3nm product shipments
due to its demand for cryptocurrency mining machines. (See Figure 2) During the
booming international cryptocurrency market of 2017 and 2018, Bitmain was one of
TSMC's top five global customers, accounting for over 10% of TSMC's total revenue in
2017. In recent years, Bitmain has closely collaborated with TSMC, leveraging its

advanced manufacturing technology for its mining machines.*

3.5 16
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Q2,2023 Q3, 2023 Q4, 2023 Q1,2024 Q2,2024
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Sources: TSMC's annual reports (Taiwan Stock Exchange: 2330)

Figure 2 : TSMC’s Revenue from 3nm Wafers

However, following the mining boom, Bitmain has shifted its focus to the potential of
application-specific integrated circuits (ASICs) in the Al chip market. For Bitmain,
ASICs are no longer just about enhancing cryptocurrency mining capabilities; the
same development logic can be applied to Al chips. Although Bitmain's ASICs may not
match the advanced specifications of Nvidia or AMD, they still demonstrate
exceptional deep learning capabilities in specific applications. In May 2018, Bitmain's
founder Jihan Wu stated in an interview that the company would enter the Al chip
business, aiming to challenge the market dominance of Intel, Nvidia, and AMD. This
ambition aligns with the Chinese government's goal of becoming a global leader in Al

technology by 2030.°

4 TechNOW Voice. (2024, July 24). Bitmain's 3nm Mining Machine Chip Shipments Boost TSMC's Revenue Share
in China; Sources Suggest Xiaomi Will Also Launch 3nm Chips [EE4FABE 3nm IZIEH S REE - 8BS TEE
WEtEES - B/ KT E 2 3nm & F]. TechNOW Voice. Retrieved from
https://cn.technowvoice.com/article_detail/&FRER EE4F AFE 3nm

5 Chafkin, M., & Ramli, D. (2018, May 18). The World’s Dominant Crypto-Mining Company Wants to Own Al.
Bloomberg. Retrieved from https://www.bloomberg.com/news/features/2018-05-17/china-s-crypto-chips-
king-sets-his-sights-on-ai
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Bitmain, as an IC designh company actively expanding into the Al chip market and
aligning with China's narrative of Al technological self-sufficiency, is notably absent
from the U.S. Entity List. Like other Chinese IC design companies producing HPC
products, Bitmain completes its designs in China and outsources manufacturing to
TSMC, significantly contributing to TSMC's revenue growth from China. However, as
early as 2021, the Taiwanese government began investigating Bitmain for illegally

poaching Taiwanese engineers.

In March 2021, the New Taipei City Prosecutors Office (NTCPO) directed the
Investigation Bureau to raid Bitmain's operations in Taiwan, summoning 20 individuals
for questioning and accusing the company of illegally recruiting Taiwanese
semiconductor engineers and conducting R&D operations in Taiwan. This was the first
publicized action by Taiwanese authorities against Chinese infiltration of Taiwan's
semiconductor industry since the onset of the U.S.-China tech rivalry. Over the
following year, multiple similar cases were uncovered. By August, the NTCPO
concluded the investigation. Four Taiwanese defendants pleaded guilty to violating
Taiwan's regulations on conducting business with China without permission. The
prosecutors ultimately settled with deferred prosecution and fines of NT$300,000

each.®

Although formal charges were not pursued, these actions sent a strong political
message and contributed to a degree of economic decoupling between Taiwan and
Chinainthe semiconductor industry. This report will examine Bitmain's evolution from
cryptocurrency mining machines to Al chips, analyze the involvement of Taiwanese
engineers in Bitmain's R&D, and assess the implications of Taiwan's investigations for
its economic security framework. It will also explore how Taiwan's measures should

evolve to counter China's ambitions for Al chip self-sufficiency.

® New Taipei City District Prosecutors Office [Z/&¥71bith 51 225&]. (2021, August 23). Investigation of WiseCore
and IC Link for Violations of the Act Governing Relations between the People of the Taiwan Area and the

Mainland Area Concluded with Deferred Prosecution [FTibili@ZEEME O « HROAEE k=2 i & B2 K PEit
EARBGRIEGAZRYE  EREERE  REEFED].
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From Mining Machines to Al Chips

Bitmain's reliance on TSMC

Before the Chinese governmentimposed restrictions on cryptocurrency development,
Bitmain was one of the world’s leading suppliers of cryptocurrency mining machines.
Since 2015, over 99% of Bitmain’s revenue has been tied to mining activities, with
more than 70% coming from the sale of mining machines. Bitmain held a dominant
74.5% share of the global market.” The complex computational power required for
cryptocurrency mining depends on advanced chips, and Bitmain specialized in ASICs
to meet these high-performance computing needs. To produce these chips, Bitmain
relied heavily on foundries like TSMC, as well as packaging and testing services from

Taiwanese companies such as Advanced Semiconductor Engineering (ASE).

Since its founding in 2013, Bitmain has consistently collaborated with TSMC, making
the company its largest supplier over the years. Starting in 2015, Bitmain’s steady
growth led to an increase in its procurement from TSMC, rising from nearly 45% to
almost 60% by 2018. When considering only its top five major suppliers, TSMC'’s
share reached nearly 80%, underscoring Bitmain’s deep reliance on TSMC’s wafer
fabrication technology.® (See Table 1) During this peak period, Bitmain became one
of TSMC’s top five customers, with industry reports suggesting that Bitmain’s orders
could utilize the entire monthly capacity of 20,000 wafers at TSMC’s Nanjing facility.®
In addition to TSMC, Bitmain also sourced wafers from GlobalFoundries, while its
packaging and testing services were primarily provided by ASE and China’s Jiangsu

Changjiang Electronics Technology (JCET).

7 Bitmain’s 2018 IPO prospectus (Hong Kong Stock Exchange).
8 Bitmain’s 2018 IPO prospectus (Hong Kong Stock Exchange).

9 Chen, Y.-C. (2018, March 30). Bitmain and NVIDIA Surge in Orders: TSMC's New and Existing Capacity Explodes

This Year [ECHREARPE - NVIDIA KIEEE &BIEES FHEER IR, Digitimes. Retrieved from
https://www.digitimes.com.tw/tech/dt/n/shwnws.asp?CnlID=1&id=528434&query=%E6%AF%94%E7%89%B9
%E5%A4%A7%E9%99%B8
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Table 1: TSMC's Share of Bitmain's Procurement Expenditure

Share of Total Procurement Share of Top Five Suppliers' Total
Year . .
Expenditure Procurement Expenditure

2015 44.8% 73.7%
2016 58.5% 79.5%
2017 58.6% 74.8%
2018 (till June) 59.2% 79.1%

Source: Bitmain’s 2018 IPO prospectus (Hong Kong Stock Exchange).

Bitmain, a significant player in China's IC design industry, ranked third in revenue in
2020, trailing only HiSilicon and Unisoc. That year, Bitmain achieved an impressive
18.9% revenue growth, surpassing both of its competitors. ' However, when
compared to global IC leaders, Bitmain's impact is less pronounced. Its annual
revenue is $833 million less than that of Taiwan's Novatek, which ranks 10th among
global IC companies. (See Figure 3) The ASIC business model, which is highly
specialized and does not cater to the general consumer market, limits Bitmain's sales
scope and makes it challenging for the company to compete in revenue with the

leading global firms.

25
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15 M 2020
m2019

10 02018

US$ billions
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Sources: Industrial Economics and Knowledge Center, Industrial Technology Research
Institute (ITRI) & Trendforce.

Figure 3 : Bitmain vs. Global Top 10 Design Companies Revenue Comparison (2018-2020)

% Industrial Technology Research Institute, Industrial Economics and Knowledge Center. (2021). 2021
Semiconductor Industry Yearbook [2021 3B & ZEE 2 F §&). Taipei: Ministry of Economic Affairs, Department of
Industrial Technology.
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Two Key Figures: Micree Zhan and Jihan Wu

Despite being smaller than its international competitors, Bitmain's corporate
structure is designed for the global market, with its cryptocurrency mining machines
sold worldwide. In 2018, as Bitmain prepared for a potential listing on the Hong Kong
Stock Exchange, the company underwent an internal restructuring. At the core of this
structure was Bitmain Technologies Holding Company, based in the Cayman Islands.
Above it were several entities in the British Virgin Islands, controlled by Bitmain's key

figures, including co-founders Micree Zhan and Jihan Wu. (See Figure 4)

Micree Zhan and Jihan Wu were the largest shareholders, holding 36% and 20.25%
stakes, respectively, and played crucial roles in the company’s operations. They
represented the company's expertise in semiconductor technology and
cryptocurrency finance. Micree Zhan, who graduated from a local Chinese university

with a major in Information and Communication Technologies, worked for six years at
Beijing Unitend Technology Inc. (ILREF X ME L BREFE A E]), a company with

government ties that specializes in the R&D of telecommunications equipment like
televisions and routers." This company’s business also includes chip design for

related products.

Jihan Wu holds bachelor's degrees in finance and psychology from Peking University.
He worked for three years as an investment manager at Beijing Shenshi Hongming
Investment Fund Management Co., Ltd. (IR ZH RBIREEETEEFIE AT,

Beijing Shenshi Hongming), a company that manages Chinese government industrial

funds. For instance, in 2014, it managed the Beijing Integrated Circuit Industry Fund

AERHEMEREZSEE). The company's mission is to enhance the efficiency of
state capital investments in support of "strategic emerging industries" (B8 2 & B t4 #r

Bl Z2£) and "high-tech industry development" (S ## flii ZZ 2 E). 2 In China's 12th

Five-Year Plan, the semiconductor industry was identified as a strategic emerging
industry, emphasizing the importance of domestic innovation for national strategy.

The 13th Five-Year Plan continued this policy direction, with the State Council's "13th

Five-Year Plan for National Strategic Emerging Industries Development" ( " + =17 ,

XK B BS M A B = 3£ 2 R A8 2l) highlighting the strategic importance of the

" Baidu AlQicha. (n.d.). Beijing Unitend Technology Inc. [IEEREF X MR B R ZE LA T). Retrieved from
https://aigicha.baidu.com/company_detail_28781001500621

12 Bgijing Shenshi Hongming Investment Fund Management Co., Ltd. (n.d.). Company Profile [A S f&77].
Retrieved from http://www.cgpinvestment.com/index.php?m=content&c=index&a=lists&catid=8
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semiconductor industry.”™ Clearly, Beijing Shenshi Hongming's operations closely

align with Chinese government industrial policy.

An analysis of Bitmain's ownership structure reveals that, although it is not a state-
owned enterprise, its funding background is closely linked to China's semiconductor
industry strategy and the Chinese Communist Party (CCP). Under the leadership of
Micree Zhan and Jihan Wu, Bitmain established subsidiaries in Israel, Seychelles,
Hong Kong, Singapore, and the United States to manage overseas sales. The R&D
headquarters in Beijing was a subsidiary under the Hong Kong entity, with branches in

various Chinese provinces to expand domestic sales.

Figure 5 simplifies this complex structure, highlighting key operational units. The Hong
Kong subsidiary oversaw overseas sales, procurement, and some R&D, while the
Beijing headquarters handled R&D and production management. Jihan Wu focused
more on international operations, serving as a director of the Hong Kong subsidiary.
Meanwhile, Micree Zhan oversaw the Chinese market, acting as a director or

representative of the Beijing headquarters and its subsidiaries, Shenzhen Century

Cloud Core Technology (% 3l Tt 42 &= & #l £2) and Fujian Zhanhua Intelligent

Technology (872 H 2= £ BER1Y). Shenzhen Century Cloud Core Technology managed

domestic procurement, while Fujian Zhanhua Intelligent Technology handled sales

within China.

3 Central People's Government of the People's Republic of China. (2016, November 29). National 13th Five-Year
Plan for the Development of Strategic Emerging Industries [P RTEIA "+=1" BEXREBEERNTI A

BAIXIA938A]. (Original CSET Translation). Retrieved from https://cset.georgetown.edu/research/national-
13th-five-year-plan-for-the-development-of-strategic-emerging-industries/
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Indirect Ownership
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Figure 4 : Bitmain Company Structure (2018)
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Figure 5 : Bitmain's Key Subsidiaries and Main Business Responsibilities

From Mining Machines to Al Chips | 11



Bitmain's Al Surveillance Collaboration with Chinese Local

Governments

Given the division of responsibilities within Bitmain, Zhan managed the company’s
relationship with the Chinese government. In June 2018, Bitmain, represented by Zhan,

signed a strategic cooperation agreement with the Fuzhou government and Fujian
Electronics & Information Group (&2 8 & 1 5 2 & E). At the signing ceremony,

Wang Ning, Deputy Secretary of the Fujian Provincial Party Committee, emphasized
that Bitmain's investment in Fujian was in line with President Xi Jinping's policies,

contributing to the development of China's IC design industry."

Following this strategic agreement, Bitmain's collaboration with the Fujian provincial

government deepened further. In January 2019, Bitmain, the Fuzhou government, and
Fujian Domain Big Data Technology Co., Ltd. (B2 & &M KRB EBER AR A T)

sighed a memorandum of cooperation to develop Al chip technology for smart cities
in Fuzhou. ' Al chips, which Bitmain began developing after its success with
cryptocurrency mining machines, have since become a significant focus for the

company.

Bitmain started developing cloud Al chips in 2015, marking its entry into the Al sector.
The company’s first Al chip, the BM1680—branded as "Sophon"—was released in Q3
2017, using 28nm technology forimage and facial recognition applications. In Q4 2018,
Bitmain launched its second-generation Al chip, the BM1682, designed for broader
commercial use. The BM1682's edge computing variant, the BM1880, also utilized
28nm technology but with lower power consumption, making it suitable for devices

like cameras.® (See Table 2)

4 Fuzhou Municipal People's Government. (2018, June 28). Strategic Cooperation Agreement Signed between
Fuzhou City and Beijing Bitmain Company Provincial Electronics Information Group [f8 )N E2dE R EE4F A PBEA

g B8 T EREERF 8RS ERZ). Retrieved from
http://www.fuzhou.gov.cn/gzdt/rcyw/201806/t20180628_2473052.htm.

15

Ai Jiwei. (2019, September 17). Bitmain Releases Third-Generation Al Chip, Micree Zhan Says Computing

Power Equals Productivity [ELfF RPESRHE =1L Al &7t BERBERE N EEET]. AiJiwei. Retrieved from
https://www.laoyaoba.com/n/728944.

8 Wen, S. (2020, November 25). Exclusive Interview with Bitmain Al Leader Jun Wang: Interpreting the
Implementation of Al Chips and Smart Cities [ X1 1E LT AP Al EfEA TR : BB A SR SEEMMNE
#1142]. Zhidx. Retrieved from https://zhidx.com/p/245655.html
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Table 2 : Bitmain Al Chip Products

Product Product Release -
Process Node Performance Description
Model Type Date

The first Al chip released was

BM 1680 Clgﬁ:j Al Nov. 9, 2017 TSMC 28 nm for pilot use and not mass-
P produced.
The second-generation
product had similar
BM 1682 Clouq Al Oct. 17, TSMC 28 nm performance to the first but
Chip 2018 .
was produced for commercial
use and in larger volumes.
The first product targeted for
BM 1880 Edgg Al Oct. 17, TSMC 28 nm edge computing had low
Chip 2018 power consumption and was
used in cameras.
The third-generation chip
increased computing power
Cloud Al Sep. 17,
BM 1684 Chip 2019 TSMC 12 nm and reduced power

consumption compared to
the second generation.

Source: Bitmain’s 2018 IPO prospectus (Hong Kong Stock Exchange).

Wen, S. (2020, November 25). Exclusive Interview with Bitmain Al Leader Jun Wang:
Interpreting the Implementation of Al Chips and Smart Cities [JZ XX 1Z L4535 Al ZREA L
# B AI SR SEEZEMRTHE L. Zhidx. Retrieved from
https://zhidx.com/p/245655.html

In September 2019, at the Fuzhou Urban Brain and Northeast Fujian Informatization
Strategic Cooperation Conference (Fuzhou Conference), Micree Zhan unveiled
Bitmain's third-generation Al chip, the BM1684. He claimed that this chip offered
higher performance and lower power consumption, leveraging TSMC's 12nm process.
Zhan emphasized that despite U.S. tech sanctions on Chinese companies like SMIC
and Huawei, Bitmain's Al chips—driven by China's vast population data—could
significantly boost productivity. He advocated for self-reliance in chip R&D as a

countermeasure to U.S. sanctions."

During the same event, Zhan announced the formation of the Fuzhou Urban Brain

Industry Alliance and the Fuzhou Urban Brain Research Institute (f& M3 A& ESE

M 55 B2 13 W 3k h KBS 95 F5%), intended to help the Fuzhou Big Data Development

Committee establish policy standards. Bitmain led this alliance, with Huawei,

7" Ai Jiwei. (2019, September 17). Bitmain Releases Third-Generation Al Chip: Jihan Wu Says Computing Power is
Productivity [[E5 APERHE =M Al &x EXRBERENIMELEEN]. A liwei. Retrieved from
https://www.laoyaoba.com/n/728944.
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Hikvision, and Baidu serving as vice presidents. Notably, both Huawei and Hikvision
are on the U.S. Entity List, with the U.S. government accusing Hikvision of contributing
to human rights abuses in China and aiding the construction of a digital authoritarian

system in Xinjiang.'®

However, Bitmain did not release its fourth-generation Al chip in 2020 as Zhan had
announced. Instead, in January 2020, the company faced significant layoffs,
reportedly cutting more than 50% of its workforce, primarily from the Al chip division.
This wave of layoffs highlighted the internal power struggle between Zhan and Jihan
Wu. Wu opposed Zhan's aggressive expansion into Al chips, which had led to
significant financial losses, and subsequently removed Zhan from all his positions at
Bitmain. In response, Zhan publicly criticized Wu for making "suicidal mistakes."'®
After a series of disputes over corporate representation and awaiting regulatory
decisions, the two parties reached a settlement in December 2020, with Zhan

regaining control of Bitmain.?°

Additionally, increased regulation of China's financial markets negatively impacted
Bitmain's business. On September 24, 2021, the People's Bank of China issued a
notice declaring cryptocurrency transactions illegal, forcing Bitmain to relocate all its
mining operations outside of China.?' Previously, Bitmain's mining farms were
primarily located in Sichuan, Xinjiang, and Inner Mongolia. Following the ban, these
operations were moved to North America, Europe, and Africa.?? These setbacks also
delayed Bitmain's plans to go public on the Hong Kong Stock Exchange, and the

company has yet to successfully list.

8 China Daily. (2019, September 19). The Nation's First Self-Developed Open City Brain Starts Construction in

Fuzhou [ B & {E B = B BUMN T KBS TE R N ELE) 2 ER]. China Daily. Retrieved from
https://chuangxin.chinadaily.com.cn/a/201909/19/WS5d831bf4a31099ab995e0f08.html.

® | iberty Times. (2020, January 7). “Almost Suicide!” : Bitmain Announces Massive 50% Layoffs [ T {1 B
712 EERKRBEEEIRAHE S 50%]. Liberty Times. Retrieved from
https://ec.ltn.com.tw/article/breakingnews/3032754.

20 TechNews. (2021, January 28). The Internal Struggle Among Bitmain Founders Ends: Jihan Wu Leaves,
Company Splits, Valuation Plummets [[LLRFABEEIIEAANFTER | RREEA - A9 - MEKE]L
TechNews. Retrieved from https://technews.tw/?p=699849.

2

People's Bank of China. (2021, September 24). Notice on Further Preventing and Dealing with the Risks of
Virtual Currency Trading Speculation [ E—TEHEFEEEHE MRS IEERAVEH]]. People's Bank of
China. Retrieved from http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/4348521/index.html.

22 Asia Weekly. (2021, September 24). China Cracks Down on Cryptocurrency Companies: Bitmain Shifts

Production Lines [FPEIZIFR B EE R ZEHRT  EERARBEEER T HE 2], Asia Weekly. Retrieved from
https://reurl.cc/WrNA17.
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Remote Poaching of Taiwan's Al Chip R&D Team

Bitmain's Development of Edge Al and Initial Rounds of Financing

Bitmain’s Al chip development, particularly for edge Al chips, progressed through a
new business mechanism. At the Fuzhou Conference, Micree Zhan announced that
Bitmain’s Al chip business would be spun off into a separate company.?®* While the
first to third-generation products were cloud Al chips designed for centralized data

processing on cloud servers, the upcoming edge Al chips—developed by the newly

established Beijing Jingshi Intelligent Technology Co., Ltd. (It R BEEEERIBIEA

5], Beijing Jingshi)—would perform computations directly on the device, eliminating

the need for a connection to cloud servers. The R&D team responsible for developing
facial recognition Al chips at Beijing Jingshi was entirely composed of Taiwanese

engineers working in Taiwan.?*

At the same conference, Beijing Jingshi signed an investment agreement with Beijing
Zhiyun City Investment Fund (It REEEM IR EEE, Beijing Zhiyun), which pledged
financial support. This fund was co-founded by Beijing E-hualu Information
Technology Co., Ltd. (ItZR S E R E B i & 9 B R A =, Beijing E-hualu) and

Leading Capital (]2 E ). Leading Capital, established in Beijing in 2007, frequently

collaborates with Chinese government industrial funds. Beijing E-hualu, directly
supervised by the State-owned Assets Supervision and Administration Commission

(SASAC), is a central state-owned enterprise.?®> Yongjun Lin, representing Beijing E-
hualu, integrated this investment into the company’s "Data Lake+" (E{1E 4 + ) strategy,

aimed at accelerating the digital transformation of government governance and

fostering local technology firms to meet China's cybersecurity goals outlined in the

2 Aj Jiwei. (2019, September 18). Bitmain Spins Off Edge Al Chip Business: Cvitek Accelerates Deployment [EE4F
KREEDIRIGR Al BT BEREIMNHEMA ). A Jiwei. Retrieved from https://www.laoyaoba.com/n/729086.
24 Personal communication, Mar 26, 2022: Manager Chen, a former senior executive at a Taiwanese IC design

company, is knowledgeable about certain aspects of the investigation conducted by Taiwanese authorities
into Bitmain.

% | eading Capital. (n.d.). About Us [BX M) Leading Capital. Retrieved from
http://www.leadingcapital.com.cn/about. Beijing E-hualu Information Technology Co., Ltd. (n.d.). Company

Profile [/A )& 7T]. Beijing E-hualu Information Technology Co., Ltd. Retrieved from
https://www.ehualu.com/about_32.html#companyHistory.

Remote Poaching of Taiwan's Al Chip R&D Team | 15



14th Five-Year Plan. Beijing Jingshi was identified as a key development target.?® The
signing of the investment agreement, witnessed by Yongjun Lin and Micree Zhan,
marked the beginning of crucial financial backing from Bitmain, Beijing E-hualu, and

Leading Capital for Beijing Jingshi’s operations.?’
Beijing Jingshi was officially registered in May 2019, with significant investments
following in September, December, and January of the following year. In September,

Bitmain, under the name Beijing Si Nian Mainland Technology Center (155 Hr 8 K fE

R0, invested in Beijing Jingshi. In December, Yongjun Lin, through Beijing Zhiyun,
and in January 2020, together with Jiaxing Leading Songying Equity Shares Investment
Management Co., Ltd. (RE N R R B R ERE S ¥ 1+ %), also contributed

investments to Beijing Jingshi.

After thefirst round of financing, Xiaomi Group became the target of the second round.

In January 2021, Xiaomi Group’s private equity fund, Hubei Xiaomi Changjiang
Industrial Fund Management Co., Ltd. (#1b/|URRIIEEEE S 3F), acquired a
20.7% stake in Beijing Jingshi.

Before these two rounds of financing, another corporate shareholder existed when
Beijing Jingshi was initially established: Shenzhen Jingding Enterprise Management
Co., Ltd. (FYIM B REHEESESE ). Its shareholder, Haitao Suo, invested only

500 RMB, making it appear as a shell company. By August 2019, Beijing Jingshi and
Shenzhen Jingding Enterprise Management Co., Ltd. began restructuring their equity,

establishing Beijing Jingshi’s initial operational framework.

% Beijing E-hualu Information Technology Co., Ltd. (n.d.). Successful Conclusion of the Third Data Lake
Conference in 2021 [ZE£#% 2021 55 = & 38 MK E EwE21T]. Beijing E-hualu Information Technology Co.,
Ltd. Retrieved from https://www.ehualu.com/newsinfo_2959.html.

27 Aj Jiwei. (2019, September 18). Bitmain Spins Off Edge Al Chip Business: Cvitek Accelerates Deployment [EE4F
KREEDIRIGR Al BITE BEREIMNHEMAEB]. A Jiwei. Retrieved from https://www.laoyaoba.com/n/729086.
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Taiwanese engineers Jen-Shi Wu and Hsi-Kang Tsao, along with Chinese national Lei
Wang, became core members of Beijing Jingshi, with Lei Wang serving as the
company’s legal representative. Jen-Shi Wu and Hsi-Kang Tsao were later investigated,
searched, and prosecuted by NTCPO. Jen-Shi Wu, who holds a Ph.D. in Electrical
Engineering from National Taiwan University, previously served as Vice President of
R&D at MStar Semiconductor until its acquisition by MediaTek in 2012.

Jen-ShiWu acquired a minority stake in Beijing Jingshi. Moreover, his Hong Kong-based
company, Crystal Vision Technology Co., Ltd. (Cvitek HK), also invested in Beijing
Jingshi in August 2019, holding approximately 17.3% of shares after subsequent
rounds of financing. Cvitek HK was registered in March 2019 with a capital of 1 HKD,
with Jen-Shi Wu as the representative. After minor changes in the board of directors,
Lei Wang succeeded as a director in May and resigned in July, with Hsi-Kang Tsao

taking over in July.

Jen-Shi Wu and Hsi-Kang Tsao also established Shenzhen lJingxi Holdings
Management Co., Ltd. (FYIITh BEEIZERR 5% E25), which, together with Lei Wang,

invested in Shenzhen Jingding Enterprise Management Co., Ltd., the initial corporate

shareholder of Beijing Jingshi.

Lei Wang, one of the key figures, is a Chinese engineer with a Master's in Electronic
Engineering from Tsinghua University, China. He was Bitmain's former software
directorresponsible for Al chip development and worked on mobile chip design at RDA
Microelectronics under Tsinghua Unigroup. He also developed camera software

architecture for Da-Jiang Innovations (DJI).?® Lei Wang also collaborated with Jihan

N

Wu to establish Shenzhen Sangu Enterprise Management Co., Ltd. (ZYIE S XS
IBEB ), investing in Beijing Jingshi.
Table 3 details the corporate shareholders of Beijing Jingshi, their investment stages,

substantial control relationships, and their associations with Jen-Shi Wu, Hsi-Kang
Tsao, Lei Wang, and Jihan Wu.

2 Jingshi Intelligent (Company Code: 500005). (2022, February 25). Beijing Fourth Board Market [1EZR U4k /5.
Retrieved from https://www.bjotc.cn/content/details_187_1138261.html.

Remote Poaching of Taiwan's Al Chip R&D Team | 17



Table 3 : Investors and Actual Control Relationships at Various Stages of Beijing Jingshi

(Before March 2021)

Date of Equity Nominal Investor Actual Controller / Actual Controller /
Change Related Person Related Person

2019.05.07 Shenzhen Jingding Jen-Shi Wu,
(Establishment Enterprise )
of Beijing Management Co., Ltd. Lei Wang,
Jingshi Limited Part hi
ingshi) (Limited Partnership) BSEKAn oG
2019.08.13 Jen-Shi Wu Himself
Hsi-Kang Tsao Himself

Ningbo Meishan Free
Trade Port Zone
Zhongwei Dingxin
Asset Management

Co., Ltd. (BB LR
MEEPHEREEE
=p=1IEYNSI

Yu Zhang

Crystal Vision
Technology Co., Ltd. Jen-Shi Wu
(Hong Kong)
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Originally established
by Haitao Suo with an
investment of 500
RMB. In August 2019,
Lei Wang invested
about 1 million RMB,
and in September,
Shenzhen Jingxi
Holdings
Management Co., Ltd.
(Limited Partnership)
invested nearly 4
million RMB (or
equivalent value in
technology),
becoming the largest
shareholder.
Shenzhen Jingxi
Holdings
Management Co., Ltd.
(Limited Partnership)
was jointly funded by
Jen-Shi Wu and Hsi-
Kang Tsao.

Yu Zhang is the actual
controller of Ningbo
Meishan Free Trade
Port Zone Zhongwei
Dingxin Asset
Management Co., Ltd.
Yu Zhang is also the
representative of
Shanghai Sizhong
Technology Co., Ltd.,
with Micree Zhan as
the director. Shanghai
Sizhong Technology
Co., Ltd. engages in Al
technology
development.

A company
established by Jen-Shi
Wu in Hong Kong.



Date of Equity Nominal Investor Actual Controller / Actual Controller /
Change Related Person Related Person

2019.09.05

2019.12.03

2020.09.07

Shenzhen Sangu
Enterprise

Management Co., Ltd.

(Limited Partnership)

Beijing Si Nian
Mainland Technology
Center (Limited
Partnership)

Beijing Zhiyun City
Investment Fund
(Limited Partnership)

Jiaxing Leading
Songying Equity
Shares Investment

Management Co., Ltd.

(Limited Partnership)

Micree Zhan,

Lei Wang

Bitmain

State Council of
China

Chaoyang
Wu/Beijing E-hualu

A company jointly
established by Micree
Zhan and Lei Wang,
with Micree Zhan as
the representative.

The largest
shareholder is Beijing
Bitmain Technology
Co., Ltd., represented
by Micree Zhan.
Beijing Zhiyun City
Investment Fund
(Limited Partnership)
was co-founded by
Beijing E-hualu
Information
Technology Co., Ltd.
and Leading Capital.
The investment
agreement was signed
with Beijing Jingshi by
Yongjun Lin, the
representative of
Beijing E-hualu.
Beijing E-hualu is a
state-owned central
enterprise directly
supervised by the
SASAC.

The manager of Jiaxing
Leading Songying
Equity Shares
Investment
Management Co., Ltd.
(Limited Partnership)
is Shenzhen Leading
Capital Management

Co., Ltd. (FYlIf &
EEEBEREEA

5]) The actual

controller of
Shenzhen Leading
Capital Management
Co., Ltd. is Chaoyang
Wu, who was a
director of Beijing E-
hualu Leading
Investment
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/,

Date of Equity Nominal Investor Actual Controller / Actual Controller /
Change Related Person Related Person

Management Co., Ltd.
before October 2019.
Beijing E-hualu
Leading Investment
Management Co., Ltd.
is the representative
of Beijing Zhiyun City
Investment Fund
(Limited Partnership).

—_——
———

Hubei Xiaomi
Changjiang Industrial
Fund Management
Co., Ltd. (Limited
Partnership) is a
private equity fund
controlled by Lei Jun,
CEO of Xiaomi Group.

Hubei Xiaomi
Changjiang Industrial
2021.01.15 Fund Management Xiaomi Group
Co., Ltd. (Limited
Partnership)

Source:

Beijing Jingshi Intelligent Technology Co., Ltd. (n.d.). Qixinbao. Retrieved from
https://www.qixin.com/company/4a23ca2e-6¢c90-4d1c-a144-07472163753e.

Beijing Zhiyun City Investment Fund Center (Limited Partnership) [1t REZZH R ER L L

o ( BRE# )] (n.d.). Qixinbao. Retrieved from https://www.qgxbao.com/c/4d32e5a3-
7¢53-4e66-a424-9bdeabaa8e90.

Hong Kong Companies Registry.

Jiaxing Leading Songying Equity Investment Partnership (Limited Partnership) [ 52 7752 1.\ &
RERESHIESE ( BRE# ) ]. (n.d.). Asset Management Association of China. Retrieved

from https://gs.amac.org.cn/amac-infodisc/res/pof/fund/2007151714102795.html.

Ningbo Meishan Free Trade Port Zone Zhongwei Dingxin Asset Management Co., Ltd. [ 2514

IR EE PR EEEEZESIRAF]. (n.d.). Aigicha. Retrieved from
https://aiqicha.baidu.com/detail/compinfo?pid=x(TM-
TogKuTw7X*TIT8PZu4H54id36kEkwmdé&rg=es&pd=ee&from=ps.

Securities Times Network. (2021, December 16). Lei Jun Enters Private Equity! His Company
Just Completed Filing [ EEEEMN S | 1B F 2\ ST /5% #5S]. Securities Times Network.
Retrieved from https://www.stcn.com/xw/sd/202112/t20211216_3976368.html.

Shenzhen Jingding Enterprise Management Partnership (Limited Partnership) [ 527 a8 42 1
EEHSETFFE (BRES# )] (n.d.). Qixinbao. Retrieved from
https://www.qixin.com/company/7d8caa24-c639-43aa-90ff-3f6e971a13c2.

Shenzhen Jingxi Holdings Partnership (Limited Partnership) [ 52raa a2 S Z1E 3 ( BIR

=# )]. (n.d.). Qixinbao. Retrieved from https://m.qixin.com/company/b186147f-d317-
411e-94b3-0ed83c1576a4.
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Shenzhen Leading Fund Management Co., Ltd. [T /EEE EZEREL2\5]. (n.d.).

Asset Management Association of China. Retrieved from https://gs.amac.org.cn/amac-
infodisc/res/pof/manager/101000022130.html. (Accessed on May 10, 2022).

N A

Shenzhen Sangu Enterprise Management Partnership (Limited Partnership) [ YT E & 1E 3%
EHESETESE ( BRE# )] (n.d.). Qixinbao. Retrieved from
https://m.qixin.com/company/2c1384c9-80b6-461d-a729-e0f7db5907ea.

Shanghai Sizhong Technology Co., Ltd. [_/Z#5#2 RIFE B R 2\ 5]). (n.d.). Aigicha. Retrieved
from https://aiqgicha.baidu.com/company_detail_31567143679459.

Sina Technology. (2021, April 25). Micree Zhan Serves as Legal Representative for Bitmain

Affiliates [/&E 7z BIHEF LA EREE 2\ 5% F L ZA]. Sina Finance. Retrieved from
https://finance.sina.com.cn/tech/2021-04-25/doc-ikmyaawc1713124.shtml.

Taiwanese Engineers' Technical Investment via Hong Kong

From the establishment of Beijing Jingshi in May 2019 to the equity restructuring in
August and subsequent two rounds of financing, the actual control relationships
behind Beijing Jingshi can be divided into two main groups: Taiwanese technical

engineer network and Chinese financing network.

Beijing Jingshi's shareholding structure is primarily divided between Jen-Shi Wu and
Micree Zhan, each leading a different equity system. Jen-Shi Wu's system includes
investments from Hsi-Kang Tsao and some contributions from Lei Wang. In contrast,
Micree Zhan's system involves significant funding rounds from Bitmain and Beijing E-

hualu, along with a corporate shareholder co-founded by Zhan and Wang.

Although there seem to be no public records linking Xiaomi Group's investment
directly to Micree Zhan, the investment follows a similar pattern to other cases in
Zhan's network, given its Chinese origin and substantial private equity funding.
Additionally, Beijing Jingshi's corporate shareholders include Ningbo Meishan Free
Trade Port Zone Zhongwei Dingxin Asset Management Co., Ltd., controlled by Yu Zhang,

who co-founded Shanghai Sizhong Technology Co., Ltd. (=88R EE R AR /A 3l) with
Zhan.

Analyzing Beijing Jingshi's shareholding structure, Jen-Shi Wu’s Hong Kong-based
company, Cvitek HK, played a crucial role by providing a technical investment that
brought valuable image recognition Al chip technology from Taiwanese engineers to
Beijing Jingshi.?° In this collaboration, Taiwanese engineer Jen-Shi Wu provided the

technological expertise, while Chinese national Micree Zhan secured the financing

2 Ppersonal communication, Mar 26, 2022: Manager Chen.
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opportunities. This synergy between Taiwanese technology and Chinese funding
enabled Beijing Jingshi to operate and develop its Al chip products. Lei Wang, the legal
representative of Beijing Jingshi, brought his background in IC design and played a
significant role in the partnership with both major operators. He co-established

investment funds and holds shares in Beijing Jingshi accordingly. (See Table 4)

Table 4 : Two Main Roles in Beijing Jingshi's Shareholding Structure (Before March 2021)

Share of Total Procurement Share of Top Five Suppliers' Total
Year . .
Expenditure Procurement Expenditure
Nationality Taiwan China
Role Provide Technology Secure Funding
B Ningbo Meishan Free Trade Port
Zone Zhongwei Dingxin Asset

Management Co., Ltd. (0.48%)

B Shenzhen Sangu Enterprise

B Shenzhen Jingding Management Co., Ltd. (5.41%)
Related Enterprise Management B Beijing Si Nian Mainland
Individual or Co., Ltd. (8.16%) Technology Center (20%)
Corporate - T
Shareholders B Crystal Vision Technology B Beijing Zhiyun City Investment
(percentage of Co., Ltd. (HK) (17.3%) Fund Center (15.02%)
A 30
equity) B Jen-Shi Wu (3%) B Jiaxing Leading Songying Equity
B Hsi-Kang Tsao (2.4%) Shares Investment
Management Co., Ltd. (7.51%)
B Hubei Xiaomi Changjiang
Industrial Fund Management
Co., Ltd. (20.72%)
Total
Percentage
R MediaTek, MStar
Industry Semiconl:luctor Bitmain
Background

Source: Compiled by the author.

3 Kuaikeji [£#814%]. (2021, February 3). Xiaomi Acquires Shares in Chip Developer Jingxi Intelligent: Becomes
Largest Shareholder [/) K AR BT B R REHE | BMAE—AMRE]. Retrieved from
https://news.mydrivers.com/1/738/738588.htm.

Qixinbao [BUSE]. (2021, June 28). Annual Report 2020 of Beijing Jingshi Intelligent Technology Co., Ltd. [15ZR

ERERERIRAR AT - 2020 F£E I E]. Retrieved from https://www.qgixin.com/report/4a23ca2e-6c90-
4d1c-a144-07472163753e/2020.
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Behind the Financial Partnership: Poached by China Without

Relocation

During the Taiwanese authorities' investigation, besides Jen-Shi Wu and Hsi-Kang Tsao,
two other defendants were identified: Chih-Hui Huang and Chin-Chung Yen. Huang

was the chairman of IC Link Limited Company (/& %8 B ¥#) and the designated

corporate representative of Topspot Technologies Limited, a Seychelles company,

which solely funded IC Link.*" The company was established in July 2017. Yen was the
chairman and sole investor of WiseCore Technology Co., Ltd. (& &l £}1%), established

in August 2018.32 The NTCPO concluded that IC Link and WiseCore Tech engaged in
business activities in Taiwan, such as talent recruitment, without proper approvalfrom
the Department of Investment Review. These companies placed chip manufacturing
orders with TSMC and outsourced packaging and testing to ASE Technology under the
names of Beijing Jingshi and Cvitek HK.33

Bitmain's business model involved completing IC design in China and placing
manufacturing orders with Taiwanese semiconductor companies to obtain the final
product. Although government registration records show that Bitmain and Beijing
Jingshi did not directly invest in or establish companies in Taiwan, they successfully
operated through IC Link and WiseCore Tech. IC Link, funded by Topspot Technologies,
was likely financially backed by Bitmain, while WiseCore Tech was established to
employ Taiwanese engineers who collaborated with Beijing Jingshi. IC Link's sole
shareholder, Topspot Technologies Limited (Seychelles), likely received funding from
Bitmain, while WiseCore Tech's capital of 4 million NTD likely came from the

Taiwanese R&D team. **

After leaving MediaTek in December 2017, Jen-Shi Wu joined IC Link. When Cvitek HK
and Beijing Jingshi were being established, Wu left IC Link to head WiseCore Tech,

leading the engineering team in Taiwan and providing design services for Beijing Jingshi.

31 Administration of Commerce, Ministry of Economic Affairs [ EiE %S E LB AR E M. (n.d.). IC Link
Limited Company [{Zi8 B BB BR/AE]]. Retrieved from
https://findbiz.nat.gov.tw/fts/query/QueryBar/querylnit.do?banNo=56706824.

8 Administration of Commerce, Ministry of Economic Affairs [ ESiE 28 E LB A& M. (n.d.). WiseCore
Technology Co., Ltd. [E#1 B2 B BR/AE]]. Retrieved from
https://findbiz.nat.gov.tw/fts/query/QueryBar/querylnit.do?banNo=50865697.

3 New Taipei City District Prosecutors Office [Z/&¥71bith 751 225&]. (2021, August 23). Investigation of
WiseCore and IC Link for Violations of the Act Governing Relations between the People of the Taiwan Area and
the Mainland Area Concluded with Deferred Prosecution [Hiibii@ Z2EMWE O « HONTEREEEEK

it ARBEGIEGAIRGE  REEERE  BELEHREN.

34 Personal communication, Mar 26, 2022: Manager Chen.
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Chih-Hui Huang, previously head of ASE's China operations, became head of IC Link
and likely facilitated long-term business relations between Bitmain and ASE.*® Figure
6illustrates the business relationship before Bitmain spun off its Al chip business, with
Wu and Huang employed by IC Link and Bitmain collaborating with TSMC and ASE
through IC Link. Figure 7 shows the business relationship after Bitmain's edge Al chip
business was spun off to Beijing Jingshi, with WiseCore Tech in Taiwan, led by Wu,
providing design services for Beijing Jingshi. Legally, IC Link and WiseCore Tech were
independent with no direct business connections. However, from a strategic
perspective, both played crucial roles in talent acquisition and maintaining

relationships with Taiwanese companies for Bitmain.
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Figure 6 : Before the Spin-off: Cooperation with IC Link

% Chip Insights [ Z55]. (2018, June 29). MediaTek Issues Warning After Bitmain's Aggressive Poaching [Z3&BLE
BARERIZA - BERIRMOIRE IR ZE]. Retrieved from http://www.icsmart.cn/19976/.
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Figure 7 : After the Spin-off: Cooperation with the Taiwan Base

The Impact of Taiwanese Investigative Actions

In March 2021, Taiwanese authorities initiated an investigation that concluded in
August. Although the four defendants did not face criminal charges, WiseCore Tech
dissolved in March 2022. In January 2022, Beijing Jingshi underwent a significant
change in ownership, with Lei Wang being replaced by Hongai Zhao as the legal

representative. Zhao also served as the legal representative for Bitmain’s affiliates,

Sophon Technologies Ltd. (2 &Rl ABRAE]) and Shenzhen Intelligence Cloudic

i

Technology Co., Ltd. (RIITHEBEE R AR /A E])*® During the leadership struggle

at Bitmain between Micree Zhan and Jihan Wu, Wu accused Zhan of making poor
personnel decisions, specifically citing Zhao’s role in creating dissatisfaction among
employees.?®” Zhao's appointment and the subsequent capital increase at Beijing

Jingshi raised Bitmain's share from 20% to 32.14%, making it the largest shareholder.

The dissolution of WiseCore Tech effectively severed Beijing Jingshi's access to

Taiwanese Al chip technology. In July 2020, Beijing Jingshi launched a new CV-series

3 Beijing Fourth Board Market [15ZRIU#R 35]. (2022, February 25). Cvitek Beijing (Company Code: 500005) [&&
RERE (B2 : 500005 ) ]. Retrieved from https://www.bjotc.cn/content/details_187_1138261.html.
Tianyancha [KEEE]. (n.d.). Shenzhen Intelligence Cloudic Technology Co., Ltd. A EEZ SRR BRA

5J]. Retrieved from

https://webcache.googleusercontent.com/search?q=cache:zCk6jchurc8J:https://www.tianyancha.com/comp
any/3133616766+&cd=1&hl=zh-TW&ct=clnk&gl=tw.

3 Gyro Technology [FE¥RERHE]. (2020, January 8). Jihan Wu: Micree Zhan Enjoys Flattery, Leading to Chaos [2 &

E . ExEEEWASE - T8 AZEZL ). Retrieved from https://www.tuoluo.cn/article/detail-
6139085.html.
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edge Al chip for surveillance, building on Bitmain's BM1880 chip technology. New
versions released in November 2020 and 2021 claimed improved performance and

aimed to expand into the consumer market.*®

Taiwanese legal actions decisively cut the link between Beijing Jingshi and WiseCore
Tech, preventing Bitmain from further acquiring technology from Taiwanese engineers.
Unlike traditional investment review mechanisms, Taiwan used criminal
investigations to address Bitmain’s remote poaching activities. Taiwan’s economic
security framework heavily relies on investment review processes, which distinguish
between Chinese and other foreign investments, with stricter criteria and scrutiny for
Chinese capital under the Act Governing Relations between the People of the Taiwan
Area and the Mainland Area (Cross-Strait Act).

The investigation into Bitmain's activities in Taiwan supplemented this framework.
Chinese companies that circumvent investment rules without Taiwanese government
approval face criminal liabilities under Article 40-1 of the Cross-Strait Act. After the

disconnection between Beijing Jingshi and WiseCore Tech, Beijing Jingshi's chip
products were integrated into another Bitmain affiliate, SOPHGO (& 8t &} %),

2022.%°

3 Beijing Jingshi Official Website [15 TR &R & £E]. (2020, July 15). Beijing Jingshi Launches New Generation of

High-Performance Machine Vision Chips [R{R S EEEEIEE A AT — N S BEHEERE R . Retrieved
from http://www.cvitek.com/News_20200715.

Beijing Jingshi Official Website [1EZR &R & 8E]. (2020, November 2). Beijing Jingshi Launches 4K Vision
Processing Chips, Providing Comprehensive Smart Camera Chip Solutions [[BR &8 L 4K RERIESEF -
IR EEERBIER A 7 E]. Retrieved from http://www.cvitek.com/News_20201102.

Beijing Jingshi Official Website [1EZR @R & 8E]. (2021, December 17). Beijing Jingshi Participates in the First
China RISC-V Industry Forum at Dishui Lake [15ZR &SR EBERIZ 20 2021 /&R E RISC-V EZERiE].
Retrieved from http://www.cvitek.com/News_20211201.

PN

% SOPHGO Official Website [EAERHY]. (n.d.). About SOPHGO [2 T EEE]. Retrieved from
https://www.sophgo.com/about-us/index.html.
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Key Implications for Taiwan's Economic Security

Cross-Strait Capital and Technology Collaboration through the

“Remote Poaching” Model

Bitmain has consistently emphasized the independent development of its chip
products, from cryptocurrency mining machines to facial recognition Al chips,
investing heavily in enhancing computational performance to compete in the global
semiconductor market. However, when it comes to edge Al chip technology, Bitmain
relies significantly on Taiwan’s semiconductor industry, from design and
manufacturing to packaging and testing. Taiwanese engineers at WiseCore Tech
design the chips, which are then manufactured and tested by TSMC and ASE before
being sent back to Bitmain for branding and sales. Although these engineers remainiin
Taiwan, they effectively function as remote employees for Bitmain, highlighting a
"remote poaching" model where Taiwanese talent is utilized by Chinese companies
without physical relocation. This model serves as a prototype for analyzing other
cases of Chinese poaching within Taiwan's semiconductor industry and could be a
reference for the global IC design industry in addressing Chinese technological

acquisition efforts.

Beijing Jingshi plays a crucial role as the recipient of Bitmain’s spun-off Al chip
business. Despite being based in China and funded by Bitmain, Taiwanese R&D teams
hold a significant share of its equity, maintaining a partnership with Bitmain. Under the
leadership of Micree Zhan, Bitmain continues to collaborate with Chinese authorities,
aligning its semiconductor business with China’s policy of developing independent
chip technology. China’s semiconductor policy aims to reduce reliance on U.S.
technology, reflecting the broader structural trends of the U.S.-China tech rivalry. The
connections between Bitmain, Beijing Jingshi, and WiseCore Tech underscore

Taiwan’s pivotal role in this global competition.
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Effectiveness of Taiwanese Investigative Actions and Potential Legal

Loopholes

Taiwanese authorities have emphasized the importance of protecting Taiwan’s
semiconductor technology from external transfer during their investigations. However,
the legal basis for the investigation centered not on the semiconductor technology
itself but on Bitmain’s failure to follow investment review procedures and obtain the
necessary permissions from the Taiwanese government to invest and operate in
Taiwan. While this legal approach effectively severed the business ties between
Bitmain and Taiwanese engineering teams, it raises questions about which specific
home-grown semiconductor technologies should be protected and how unauthorized

use by China could harm Taiwan’s national interests.

Examining the "remote poaching” model, it becomes evident that Bitmain used
Chinese funding to acquire Taiwanese R&D expertise and advanced wafer
manufacturing technologies. Chinese capital did not enter Taiwan directly, nor did
Taiwanese engineers relocate to China, yet the technology transfer occurred, aiding
China’s efforts toward semiconductor self-sufficiency. This scenario highlights the
need for Taiwan to consider regulating such business practices, as China’s drive for
semiconductor independence could undermine Taiwan’s competitive edge in the

industry.

In a hypothetical scenario, if WiseCore Tech acted as a chip design service provider,
completing Al chip designs and manufacturing orders before selling the finished
products to Beijing Jingshi and Bitmain, it would not violate the law. However, this
approach would still enhance China's semiconductor self-sufficiency. The
inconsistency in Taiwan's legal logic—banning the former but allowing the latter—
could harm Taiwan's national interests and weaken its ability to manage supply chain

risks in the geopolitical landscape of US-China tech rivalry.
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