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period for complying with any new or revised financial accounting standards provided pursuant to Section 7(a)(2)(B)
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CALCULATION OF REGISTRATION FEE

Proposed
. Proposed .
Title of each class . maximum
. Amount to be maximum Amount of
of securities . . . aggregate . .
. registered (1) offering price . registration fee
to be registered offering
per share .
price

ordinary shares, par value $0.0185 per share 2,886,000 (2) $ 0.7782 (3) $2,245885 $§ 272

(1) The aggregate amount of securities registered hereunder is 2,886,000 shares of Ordinary Shares. The 2,886,000
shares will be issued upon the issuance of restricted stock awards or other awards otherwise granted hereafter pursuant
to Recon Technology, Ltd’s 2015 EQUITY INCENTIVE PLAN (the “2015 Plan”). The maximum number of shares
which may be sold upon the exercise of such options or issuance of stock awards granted under the 2015 Plan are
subject to adjustment in accordance with the certain anti-dilution and other provisions under the 2015 Plan.
Accordingly, pursuant to Rule 416(a) promulgated under the Securities Act of 1933, as amended (the “Securities Act”),
this Registration Statement covers such indeterminate additional ordinary shares granted or otherwise issuable after

the operation of such anti-dilution and other provisions.

(2) Consists of shares that were automatically added to the shares authorized for issuance under the 2015 Plan
pursuant to an “evergreen” provision contained in the 2015 Plan. Pursuant to the 2015 Plan, commencing on the first
business day in fiscal year ending June 30, 2016 and on the first business day of each fiscal year thereafter, the
maximum number of shares available for issuance under the 2015 Plan during that fiscal year shall be increased such
that, as of such first business day, the maximum aggregate number of shares available for issuance under the 2015
Plan during that fiscal year shall be equal to Fifteen Percent (15%) of the number of total issued and outstanding
shares of the Company as recorded by the Company’s transfer agent on the last business day of the prior fiscal year.

(3) Estimated solely for purposes of calculating the registration fee in accordance with Rule 457 under the Securities
Act based on the average of high and low prices of the Company’s ordinary shares on December 14, 2018, a date
within five (5) business days prior to the date of filing this registration statement, as reported by the Nasdaq Capital
Market (“Nasdaq”).
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Explanatory Note

This Registration Statement on Form S-8 of Recon Technology, Ltd (the “Registration Statement”) has been prepared
in accordance with the requirements of Form S-8 under the Securities Act to register an additional 2,886,000 shares of
our ordinary shares, par value $0.0185 per share (the “Ordinary Shares”) pursuant to an “evergreen” provision of the
Company’s 2015 Plan.

This Registration Statement contains two parts. The first part of this Registration Statement contains Section 10(a)
prospectuses as well as a reoffer prospectus prepared in accordance with the requirements of Part I of Form S-3 (in
accordance with the General Instruction C to Form S-8) which covers reoffers and resale of “control securities” (as such
term is defined in General Instruction C to Form S-8) of the Company. The reoffer prospectus relates to the resale of

up to 586,000 shares of Ordinary Shares that have been or may be acquired by the selling shareholders under Recon
Technology, Ltd 2015 Plan.

The second part of this Registration Statement contains information required pursuant to Part II of Form S-8 and will
be used for offers of Ordinary Shares that may be issued in connection with the 2015 Plan.

PART 1

INFORMATION REQUIRED IN THE SECTION 10(a) PROSPECTUS

The information specified in Item 1 and Item 2 of Part I of this Registration Statement on Form S-8 is omitted from
this filing in accordance with the provisions of Rule 428 under the Securities Act and the introductory note to Part I of
the Registration Statement on Form S-8. The documents containing the information specified in Part I will be
delivered to the participants in the Plan covered by this Registration Statement as required by Rule 428(b) (1).

The reoffer prospectus referred to in the explanatory note follows this page.
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RECON TECHNOLOGY, LTD

REOFFER PROSPECTUS

586,000 SHARES OF ORDINARY SHARES

ACQUIRED OR MAY BE ACQUIRED BY THE SELLING SHAREHOLDERS

UNDER THE RECON TECHNOLOGY, LTD

2015 EQUITY INCENTIVE PLAN

This reoffer prospectus relates to the public resale of ordinary shares, par value $0.0185 per share (the “Ordinary
Shares”), of Recon Technology, Ltd, a Cayman Islands company (the “Company’), that have been or may be acquired
by certain selling shareholders (who we refer to herein as the “Selling Shareholders”) who have acquired or will acquire
such shares pursuant to stock awards issuable under Recon Technology, Ltd’s 2015 EQUITY INCENTIVE PLAN (the
“2015 Plan”). The Ordinary Shares offered hereby may be sold from time to time by the Selling Shareholders or by their
pledgees, donees, transferees or other successors in interest. Such sales may be made in the public market or otherwise
at prices and at terms then prevailing or at prices related to the then current market price, or in negotiated transactions.
We will not receive any proceeds from sales made under this reoffer prospectus. The Selling Shareholders will bear

all sales commissions and similar expenses. Any other expenses in connection with the registration and offering and
not borne by the Selling Shareholders will be borne by us.

Our Ordinary Shares are listed on Nasdaq Capital Market under the symbol “RCON.” On December 17, 2018, the
closing price per share of our ordinary shares was $0.748.

Our principal executive offices are located at Room 1902, Building C, King Long International Mansion No. 9 Fulin
Road, Beijing, 100107, People’s Republic of China.
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Investing in our securities being offered pursuant to this prospectus involves a high degree of risk. You should
carefully read and consider the risk factors beginning on page 6 of this prospectus, as well as those included in
the periodic and other reports we file with the Securities and Exchange Commission before you make your
investment decision.

Neither the Securities and Exchange Commission, any United States state securities commission, the Cayman
Islands Monetary Authority, nor any state securities commission has approved or disapproved of these
securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this prospectus is December 20, 2018.
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You should rely only upon the information contained in this prospectus and the Registration Statement of which this
prospectus is a part. We have not authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We are not making an offer to sell
these securities in any jurisdiction where the offer or sale is not permitted. You should assume the information
appearing in this prospectus is accurate only as of the date on the front cover of this prospectus. Our business,
financial condition, results of operations and prospects may have changed since that date. This prospectus is based on
information provided by us and other sources that we believe are reliable. We have summarized certain documents
and other information in a manner we believe to be accurate, but we refer you to the actual documents for a more
complete understanding of what we discuss in this prospectus. In making an investment decision, you must rely on
your own examination of our business and the terms of the offering, including the merits and risks involved.

We obtained statistical data, market data and other industry data and forecasts used throughout, or incorporated by
reference in, this prospectus from market research, publicly available information and industry publications. Industry
publications generally state that they obtain their information from sources that they believe to be reliable, but they do
not guarantee the accuracy and completeness of the information. Similarly, while we believe that the statistical data,
industry data and forecasts and market research are reliable, we have not independently verified the data, and we do
not make any representation as to the accuracy of the information. We have not sought the consent of the sources to
refer to their reports appearing or incorporated by reference in this prospectus.
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CAUTIONARY Note on Forward-Looking Information

Certain statements contained in this prospectus constitute “forward-looking statements” as that term is defined under the
Private Securities Litigation Reform Act of 1995 and releases issued by the SEC and within the meaning of Section

27A of the Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).
The words “believe,” “expect,” “anticipate,” “intend,” “estimate,” “plan” and other expressions which are predictions of or ind
future events and trends and which do not relate to historical matters identify forward-looking statements. Reliance
should not be placed on forward-looking statements because they involve known and unknown risks, uncertainties and
other factors, which may cause our actual results, performance or achievements to differ materially from anticipated
future results, performance or achievements expressed or implied by such forward-looking statements. Factors that
could cause actual results to differ materially from those expressed or implied by such forward-looking statements
include, but are not limited to: (a) our projected revenues and profitability, (b) our growth strategies, (c) anticipated
trends in our industry, (d) our future financing plans and (e) our anticipated needs for working capital.

29 ¢ 29 ¢

The foregoing does not represent an exhaustive list of risks. Please see “Risk Factors™ herein for additional risks which
could adversely impact our business and financial performance. Moreover, new risks emerge from time to time and it
is not possible for our management to predict all risks, nor can we assess the impact of all risks on our business or the
extent to which any risk, or combination of risks, may cause actual results to differ from those contained in any
forward-looking statements. All forward-looking statements included in this prospectus are based on information
available to us on the date of this prospectus. Except to the extent required by applicable laws or rules, we undertake
no obligation to publicly update or revise any forward-looking statement, whether as a result of new information,
future events or otherwise. All subsequent written and oral forward-looking statements attributable to us or persons
acting on our behalf are expressly qualified in their entirety by the cautionary statements contained throughout this
prospectus.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere or incorporated by reference in this

prospectus. Accordingly, it does not contain all of the information that may be important to you. You should read this
entire prospectus carefully, including the information under “Risk Factors” and the financial statements and the notes
thereto included elsewhere in this prospectus before making an investment decision.

Except where the context otherwise requires and for purposes of this prospectus only:

» o« FIINTS » o«

The terms “we,” “us,” “our company,” “the Company,” “our” and “Recon” refer to Recon Technology, Ltd, a Cayman Isla
,exempted company; Recon Technology Co., Limited, a Hong Kong company; Recon Investment Ltd., a Hong Kong

company, Recon Technology (Jining) Co., Ltd., a PRC company, and Recon Hengda Technology (Beijing) Co., Ltd.,
.a PRC company

”» €

* “Shares” and “ordinary shares” refer to our ordinary shares.
* “China” and “PRC” refer to the People’s Republic of China.

Jall references to “RMB”™ and “¥” are to the legal currency of China and all references to “USD,” “U.S. dollars,” “dollars”
are to the legal currency of the United States.

* “BHD” refers to Beijing BHD Petroleum Technology Co., Ltd., a PRC company.

* “Nanjing Recon” refers to Nanjing Recon Technology Co., Ltd., a PRC company.

“HH BHD refers to Huang Hua BHD Petroleum Equipment Manufacturing Co. LTD, a PRC company.

“Gan Su BHD” refers to Gan Su BHD Environmental Technology Co., Ltd, a PRC company.

““Qinghai BHD” refers to Qing Hai BHD New Energy Technology Co., Ltd., a PRC company.

For purpose of clarity, where the context requires us to differentiate between the entities generally referred to
collectively as “Recon”, and for purposes of this prospectus only:

* “Recon-CI” refers to Recon Technology, Ltd, a Cayman Islands exempted company.

10
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* “Recon-HK” refers to Recon Technology Co., Limited, a Hong Kong company.

* “Recon-JN” refers to Recon Technology (Jining) Co., Ltd., a PRC company.

“Recon-IN" refers to Recon Investment Ltd., a Hong Kong company.

“Recon-BJ” refers to Recon Hengda Technology (Beijing) Co., Ltd., a PRC company.

THE COMPANY

We are a provider of hardware, software, and on-site services to companies in the petroleum mining and extraction
industry in China (“PRC”). We provide services designed to automate and enhance the extraction of petroleum. To this
end, we control by contract the PRC companies of BHD and Nanjing Recon (collectively, the “Domestic Companies”).

We are the center of strategic management, financial control and human resources allocation for the Domestic
Companies. Through our contractual relationships with the Domestic Companies, we provide equipment, tools and
other hardware related to oilfield production and management, and develop and sell our own specialized industrial
automation control and information solutions. However, we do not engage in the production of petroleum or
petroleum products.

We believe that one of the most important advancements in China’s petroleum industry has been the automation of
significant segments of the exploration and extraction process. The Domestic Companies’ and our automation products
and services allow petroleum mining and extraction companies to reduce their labor requirements and improve the
productivity of oilfields. The Domestic Companies’ and our solutions allow our customers to locate productive
oilfields more easily and accurately, improve control over the extraction process, increase oil yield efficiency in
tertiary stage oil recovery, and improve the transportation of crude oil.

11
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Our principal executive offices are located at Room 1902, Building C, King Long International Mansion, No. 9 Fulin
Road, Beijing, 100107, People’s Republic of China. Our telephone number at this address is +86 (10)8494-5799. Our
ordinary shares are traded on the NASDAQ Capital Market under the symbol “RCON.”

Our Internet website, www.recon.cn, provides a variety of information about our Company. We do not incorporate by
reference into this prospectus the information on, or accessible through, our website, and you should not consider it as
part of this prospectus. Our annual reports on Form 20-F, and current reports on Form 6-K filed with the United States
Securities and Exchange Commission (the “SEC”) are available, as soon as practicable after filing, at the investors’ page
on our corporate website, or by a direct link to its filings on the SEC’s free website.

12
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THE OFFERING

Outstanding Shares 20,940,633 shares of our Ordinary Shares issued and outstanding as of December
. . 20, 2018 ()

Prior to the Offering

Ordinary Shares being offered Up to 586,000 shares.
by Selling Shareholders

Use of Proceeds We Wlll not receive any proceeds from the sale of our Ordinary Shares by the
Selling Shareholders.

The securities offered by this prospectus are speculative and involve a high degree
of risk. Investors purchasing securities should not purchase the securities unless

Risk Factors they can afford the loss of their entire investment. See “Risk Factors” beginning on
page 6.
Nasdaq Symbol RCON

(1) Does not include ordinary shares issuable upon the exercise of options or warrants outstanding on the date hereof.

13
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RISK FACTORS

The information included and incorporated by reference in this Prospectus contains “forward-looking statements,”
within the meaning of the federal securities laws. These statements describe the Company’s plans and beliefs
concerning future business conditions and the outlook for the Company based on currently available information. The
Company’s actual results could differ materially from those described in the forward-looking statements due to a
number of risks and uncertainties. These risks and uncertainties include the risks discussed in our more recent filings
with the SEC which are incorporated by reference in this Prospectus. See “Incorporation of Certain Documents by
Reference” below.

Risks Related to Our Business

We operate in a very competitive industry and may not be able to maintain our revenues and profitability.

Since the 1990s, several international companies engaged in supplying integrated automation services for the
petroleum extraction industry have been qualified in China. These competitors have significantly greater financial and
marketing resources and name recognition than we have. In addition, at least five domestic private competitors also
compete with us, and more competitors may enter the market as Chinese petroleum companies seek to reduce oil
production costs and improve efficiencies. There can be no assurance that we will be able to compete effectively in
our industry.

In addition, our competitors may introduce new systems. If these new systems are more attractive to customers than
the systems we currently use or may develop, our customers may switch to our competitors’ services, and we may lose
market share. We believe that competition may become more intense as more integrated automation service providers,
including Chinese/foreign joint ventures, are qualified to conduct business. We cannot assure you that we will be able
to compete successfully against any new or existing competitors, or against any new systems our competitors may
implement. Any of these competitive factors could have a material adverse effect on our revenues and profitability.

We must continually research and develop new technologies and products to remain competitive.

Because our industry is so competitive, we will need to continually research, develop and refine new technologies and
offer new products to compete effectively. Many factors may limit our ability to develop and refine new products,
including the availability of funds to dedicate to this portion of our business and access to new products and

14
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technologies that we can incorporate into our products, as well as marketplace resistance to new products and
technologies. We believe that the Domestic Companies (defined in the following paragraph) and our products are able
to compete in the marketplace based upon, among other things, our intellectual property. We cannot assure investors
that applications of our and the Domestic Companies’ technologies or those of third parties, if developed, will not be
rendered superfluous or obsolete by research efforts and technological advances by others in these fields.

We control by contract the PRC companies of Beijing BHD Petroleum Technology Co., Ltd. (“BHD”’) and Nanjing
Recon Technology Co., Ltd. (“Nanjing Recon”), collectively, the Domestic Companies. As new technologies are
developed, the Domestic Companies and we may need to adapt and change our products and services, our method of
marketing or delivery or alter our current business in ways that may adversely affect revenue and our ability to
achieve our proposed business goals. Accordingly, there is a risk that the Domestic Companies’ and our technology
will not support a viable commercial enterprise.

Our financial performance is dependent upon the sale and implementation of petroleum mining and extraction
software and hardware and related services, a single, concentrated group of products.

We derive substantially all of our revenues from the license and implementation of software applications and
hardware innovations for the Chinese petroleum industry. The life cycle of our products and services is difficult to
estimate due in large measure to the potential effect of new software and hardware applications and enhancements,
including those we introduce, and the maturation in both the Chinese petroleum and software/hardware industries. If
we are unable to continually improve our software and hardware to address the changing needs of the Chinese
petroleum industry, we may experience a significant decline in the demand for the Domestic Companies’ and our
products and services. In such a scenario, our revenues may significantly decline.

15
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As a technology-oriented business, our ability to operate profitably is directly related to our ability to develop and
protect our proprietary technology.

We rely on a combination of trademark, trade secret, nondisclosure, copyright and patent law to protect the Domestic
Companies’ and our software and hardware, which may afford only limited protection.

Although the Chinese government has issued Nanjing Recon over ten copyrights on software and Nanjing Recon and
BHD over forty patents on products, we cannot guarantee that competitors will be unable to develop technologies that
are similar or superior to the Domestic Companies’ and our technology. Despite our efforts to protect the Domestic
Companies’ and our proprietary rights, unauthorized parties, including customers, may attempt to reverse engineer or
copy aspects of the Domestic Companies’ and our products or to obtain and use information that the Domestic
Companies and we regard as proprietary. Furthermore, our competitors may independently develop substantially
equivalent or superior proprietary information and techniques, reverse engineer information and techniques, or
otherwise gain access to our proprietary technology. In the future, we cannot guarantee that others will not use the
Domestic Companies’ and our technology without proper authorization. In addition, under the Chinese intellectual
property law, the 50-year protection period for software copyright and 10-year patent protection period are not subject
to renewal upon expiration.

The Domestic Companies and we develop our software products on third-party middleware software programs that
are licensed by our customers from third parties, generally on a non-exclusive basis. The termination of any such
licenses, or the failure of the third-party licensors to adequately maintain or update their products, could result in delay
in our ability to develop, market or ship certain of our products while we seek to implement technology offered by
alternative sources. While it may be necessary or desirable in the future to obtain other licenses, there can be no
assurance that they will be able to do so on commercially reasonable terms or at all.

In addition, the Domestic Companies and we may initiate claims or litigation against third parties for infringement of
our proprietary rights or to establish the validity, scope or enforceability of our proprietary rights. Any such claims
could be time consuming, result in costly litigation, cause product development or shipment delays or force the
Domestic Companies or us to enter into royalty or license agreements rather than dispute the merits of such claims,
thereby impairing our financial performance by requiring the Domestic Companies or us to pay additional royalties
and/or license fees to third parties. There is always a risk that patents, if issued, may be subsequently invalidated,
either in whole or in part and this could diminish or extinguish protection for any technology we may license. In
addition, the laws of China may not protect proprietary rights to the same extent as U.S. law. Therefore, we may be
unable to meaningfully protect our rights in trade secrets, technical know-how and other non-patented technology.
Any failure to enforce or protect the Domestic Companies’ and our rights could cause us to lose the ability to exclude
others from issuing technology to develop or sell competing products.

16
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We may not be able to adequately protect our intellectual property, which could cause us to be less competitive and
negatively impact our business.

We rely on trademark, patent and trade secret law, as well as confidentiality agreements with certain of our employees
to protect our proprietary rights. The product patents owned by the Company are employee service patents invented
by the Company’s key employees. We generally require the Domestic Companies’ and our employees, consultants,
advisors and collaborators to execute appropriate confidentiality agreements with, as applicable, the respective
Domestic Companies and the Company. These agreements typically provide that all material and confidential
information developed or made known to the individual during the course of the individual’s relationship with the
Company is owned by the Company and will be kept confidential and not disclosed to third parties except in specific
circumstances. These agreements may be breached, and in some instances, we may not have an appropriate remedy
available for breach of the agreements.

17
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We may be accused of infringing the intellectual property rights of others.

In the future, the Domestic Companies and we may receive notices claiming that we are infringing the proprietary
rights of third parties. We cannot guarantee that the Domestic Companies and we will not become the subject of
infringement claims or legal proceedings by third parties with respect to the Domestic Companies’ and our current
programs or future software developments. Our standard software license agreements contain an infringement
indemnity clause under which we agree to indemnify and hold harmless our customers and business partners against
liability and damages arising from claims of various copyright or other intellectual property infringement by our
products. Neither the Domestic Companies nor we have been the subject of an intellectual property claim since our
formation.

Our software products may contain integration challenges, design defects or software errors that could be difficult
to detect and correct.

Despite extensive testing, we may, from time to time, discover defects or errors in the Domestic Companies’ and our
software only after use by a customer. We may also experience delays in shipment of our software during the period
required to correct such errors. In addition, we may, from time to time, experience difficulties relating to the
integration of the Domestic Companies’ and our software products with other hardware or software in the customer’s
environment that are unrelated to defects in such software products. Such defects, errors or difficulties may cause
future delays in product introductions and shipments, result in increased costs and diversion of development resources,
require design modifications or impair customer satisfaction with the Domestic Companies’ and our software. Since
these software products are used by our customers to perform mission-critical functions related to petroleum mining
and extraction, design defects, software errors, misuse of these products, incorrect data from external sources or other
potential problems within or out of our control that may arise from the use of the Domestic Companies’ and our
products could result in financial or other damages to our customers. We do not maintain product liability insurance.
Although our license agreements with customers contain provisions designed to limit our exposure to potential claims
as well as any liabilities arising from such claims, such provisions may not effectively protect us against such claims
and the liability and costs associated therewith. To the extent we are found liable in a product liability case, we could
be required to pay substantial amount of damages to an injured customer, thereby impairing our financial condition.

We are dependent on the state of the PRC’s economy as the majority of our business is conducted in the PRC.

Currently, the majority of our business operations are conducted in the PRC, and most of our customers are also
located in the PRC. Accordingly, any significant slowdown in the PRC economy may cause our customers to reduce
expenditures or delay the building of new facilities or projects. This may in turn lead to a decline in the demand for
our products and services. That would have a material adverse effect on our business, financial condition and results
of operations.

18
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Our future success depends on our ability to help our customers find, develop and acquire petroleum reserves.

To remain competitive in our industry, our products must help our customers locate and develop or acquire new crude
oil reserves to replace those depleted by production. Without successful exploration or acquisition activities, our
customers’ reserves, production and revenues will decline rapidly. If the Domestic Companies’ and our technology is
less well accepted for helping our customers locate additional reserves than our competitors’ technology, our
customers may terminate their relationships with us, which could have a material adverse effect on our financial
condition and future growth prospects.

Our customers are companies engaged in the petroleum industry, and, consequently, our financial performance is
dependent upon the economic conditions of that industry.

We have derived most of our revenues to date from providing integrated automation services to Chinese petroleum
companies at oilfields within China. Our customers’ success is intrinsically linked to economic conditions both in
China and in the petroleum industry in general and the volatility of prices of crude oil and refined products in
particular. The petroleum industry, in turn, is subject to intense competitive pressures and is affected by overall
economic conditions. Demand for our services could be harmed by volatility in the petroleum industry. There can be
no assurance that we will be able to continue our historical revenue growth or sustain our profitability on a quarterly
or annual basis or that our results of operations will not be adversely affected by continuing or future volatility in the
petroleum industry.
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Our revenues are highly dependent on a very limited number of customers, which subjects our business to high
seasonality. Our contracts with such customers may be terminated at any time, materially and adversely affecting
our business.

Historically, we derived the majority of our revenues from two customers, (i) China National Petroleum Corporation
(“CNPC”) and (ii) China Petroleum and Chemical Corporation (“Sinopec”). Since the fiscal year ended June 30, 2017,
Sinopec accounted for less than 5% of our revenues.

We provide products and services to CNPC under a series of agreements, each of which is terminable without notice.
We first began to provide services to CNPC in 2000. CNPC accounted for approximately 45%, 72% and 75% of our
revenues in the fiscal years ended June 30, 2018, 2017 and 2016, respectively, and any termination of our business
relationships with CNPC would materially harm our operations.

In the fiscal year ended June 30, 2018, we had a new client of chemical plants, which accounted for approximately
43.29% of our revenues. We also signed a series of contracts with Shenhua Group Corporation Limited (“Shenhua
Group”) and expect to receive significant revenue from it in the fiscal year 2019. Any termination of our business
relationships with CNPC or any other major client would materially harm our operations.

Because we derive such a high percentage of our revenues from CNPC and a few new clients, our revenue has been
subject to high seasonality. We recognize revenue when it is realized and earned. We consider revenue realized or
realizable and earned when (1) we have persuasive evidence of an arrangement, (2) delivery has occurred, (3) the sales
price is fixed or determinable, and (4) collectability is reasonably assured. Because these matters depend on reaching
agreements with these clients, revenue recognition occurs, to a large extent, on their schedule. Accordingly, revenue
recognized in the first quarter is usually the smallest in proportion to that for the whole year, due to our clients’
budgeting and planning schedules. If these clients were to change its budgeting or planning schedule our high and low
quarters could also shift. This seasonality limits our ability to make accurate long-term predictions about our
performance and makes it difficult to compare our revenues across quarters.

Changes in environmental and regulatory factors may harm our business.

The oil drilling industry in China to date has not been subject to the type and scope of regulation seen in Europe and
the United States. However, the Chinese government may implement new legislation or regulations or may enforce
existing laws more stringently. Either of these scenarios may have a significant impact on our customers’ mining and
extraction operations and may require us or our customers to significantly change operations or to incur substantial
costs. We believe that the Domestic Companies’ and our operations in China are in compliance with China’s applicable
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legal and regulatory requirements. However, there can be no assurance that China’s central or local governments will
not impose new, stricter regulations or interpretations of existing regulations that would require additional
expenditures.

Petroleum reserve degradation and depletion may reduce our customers’ and our profitability.

Our profitability depends substantially on our ability to help our customers exploit their oil reserves at competitive
costs. Replacement reserves may not be available to our customers when required or, if available, may not be drilled
at costs comparable to those characteristics of the depleting oilfield. The Domestic Companies’ and our technology
may not enable our customers to accurately assess the geological characteristics of any new reserves, which may
adversely affect their decision to use the Domestic Companies’ and our products in the future.

We are heavily dependent upon the services of experienced personnel who possess skills that are valuable in our
industry, and we may have to actively compete for their services.

Our company is much smaller than our main foreign competitors, including Schlumberger Limited, Honeywell
International, Emerson Process Management and Rockwell Automation, and we compete in large part on the basis of
the quality of services we are able to provide our clients. As a result, we are heavily dependent upon our ability to
attract, retain and motivate skilled personnel to serve our clients. Many of our personnel possess skills that would be
valuable to all companies engaged in the integrated automation services industry. Consequently, we expect that we
will have to actively compete for these employees. Some of our competitors may be able to pay our employees more
than we are able to pay to retain them. Our ability to profitably operate is substantially dependent upon our ability to
locate, hire, train and retain our personnel. There can be no assurance that we will be able to retain our current
personnel, or that we will be able to attract or assimilate other personnel in the future. If we are unable to effectively
obtain and maintain skilled personnel, the development and quality of our technological products and the effectiveness
of installation and training could be materially impaired.
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We are substantially dependent upon our key personnel, particularly Shenping Yin, our Chief Executive Officer,
Mr. Chen Guanggqiang, our Chief Technology Officer and Ms. Jia Liu, our Chief Financial Officer.

Our performance is substantially dependent on the performance of our executive officers and key employees. In
particular, we rely on the services of:

Mr. Shenping Yin, Chief Executive Officer;
Mr. Chen Guanggiang, Chief Technology Officer; and
Ms. Jia Liu, Chief Financial Officer.

Each of these individuals would be difficult to replace. We do not have in place “key person” life insurance policies on
any of our employees. The loss of the services of any of our executive officers or other key employees could
substantially impair our ability to successfully develop new systems and develop new programs and enhancements. In
addition, we would need to spend considerable time and other resources to seek suitable replacements, which might
detract from our efforts to develop our business.

Our business is capital intensive and our growth strategy may require additional capital, which may not be
available on favorable terms or at all.

We may require additional cash resources due to changed business conditions, implementation of our growth strategy
or potential investments or acquisitions we may pursue. To meet our capital needs, we may sell additional equity or
debt securities or obtain additional credit facilities. The sale of additional equity securities or other securities
convertible into such equity securities could result in dilution of your holdings. The incurrence of indebtedness would
result in increased debt service obligations and could require us to agree to operating and financial covenants that
would restrict our operations. Financing may not be available in amounts or on terms acceptable to us, if at all. Any
failure by us to raise additional funds on terms favorable to us, or at all, could limit our ability to expand our business
operations and could harm our overall business prospects.

We do not intend to pay dividends in the foreseeable future and there are certain restrictions on the payment of
dividend under PRC laws.

We have not previously paid any cash dividends, and we do not anticipate paying any dividends on our ordinary
shares. As we intend to remain in a growth mode, we intend to reinvest any profits in the foreseeable future to grow
the business. We cannot assure you that our operations will continue to result in sufficient revenues to enable us to
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operate at profitable levels or to generate positive cash flows. Furthermore, there is no assurance our Board of
Directors will declare dividends even if we are profitable. Dividend policy is subject to the discretion of our Board of
Directors and will depend on, among other things, our earnings, financial condition, capital requirements and other
factors. If we determine to pay dividends on any of our ordinary shares in the future, we will be dependent, in large
part, on receipt of funds from the Domestic Companies.

We are a holding company with no operations of our own and substantially all of our operations are conducted
through Nanjing Recon and BHD, hereafter referred to as our Domestic Companies, which are established as variable
interest entities (“VIEs”) under the laws of the People’s Republic of China (“PRC”). Our ability to pay dividends is
dependent upon dividends and other distributions from the Domestic Companies. Chinese legal restrictions permit
payment of dividends to us by our Domestic Companies only out of their respective accumulated net profits, if any,
determined in accordance with Chinese accounting standards and regulations. Under Chinese law, our Domestic
Companies are required to set aside a portion (at least 10%) of their after-tax net income (after discharging all
cumulated loss), if any, each year for compulsory statutory reserve until the amount of the reserve reaches 50% of our
Domestic Companies’ registered capital. These funds may be distributed to shareholders at the time of each Domestic
Company’s wind up. Payments of dividends by Domestic Companies to us are also subject to restrictions including
primarily the restriction that foreign invested enterprises may only buy, sell and/or remit foreign currencies at those
banks authorized to conduct foreign exchange business after providing valid commercial documents. There are no
such similar foreign exchange restrictions in the Cayman Islands.
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Our certificates, permits, and license are subject to governmental control and renewal, and the failure to obtain
renewal would cause all or part of our operations to be suspended and may have a material adverse effect on our
financial condition.

We are subject to various PRC laws and regulations pertaining to automation services for the petroleum extraction
industry. We have obtained certain certificates, permits, and licenses required for the operation of an automation
services provider for the petroleum extraction industry and the manufacturing and distribution of software and
hardware products in the PRC.

During the application or renewal process for our licenses and permits, we will be evaluated and re-evaluated by the
appropriate governmental authorities and must comply with the prevailing standards and regulations, which may
change from time to time. In the event that we are not able to obtain or renew the certificates, permits and licenses, all
or part of our operations may be suspended by the government, which would have a material adverse effect on our
business and financial condition. Furthermore, if escalating compliance costs associated with governmental standards
and regulations restrict or prohibit any part of our operations, it may adversely affect our results of operations and
profitability.

Risks Related to Our Corporate Structure

PRC laws and regulations governing our businesses and the validity of certain of our contractual arrangements
are uncertain. In addition, changes in such PRC laws and regulations may materially and adversely affect our
business.

There are substantial uncertainties regarding the interpretation and application of PRC laws and regulations, including,
but not limited to, the laws and regulations governing our business, and the enforcement and performance of our
contractual arrangements with the Domestic Companies and their shareholders.

Recon Technology, Ltd (the “Company”’), Recon Technology Co., Limited (“Recon HK”), Jining Recon Technology Ltd.
(“Recon JN”), Recon Investment Ltd. (“Recon IN”’) and Recon Hengda Technology (Beijing) Co., Ltd. (“Recon BJ”) are
considered foreign persons or foreign invested enterprises under PRC law. As a result, the Company, Recon-HK,
Recon-JN, Recon-IN and Recon-BJ are subject to PRC law limitations on foreign ownership of domestic companies.
Although the primary business of the Domestic Companies falls within a category in which foreign investment is
currently encouraged, the uncertainty of PRC regulations and governmental policies affecting foreign ownership may
result in the Company being required to hold (or, conversely, being prohibited from holding), directly or indirectly, a
given percentage of the Domestic Companies’ equity interests. Our contractual arrangements with the Domestic
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Companies and their shareholders, which allow us to substantially control the Domestic Companies through
Recon-JN, are governed by Chinese law. We cannot assure you, however, that we will be able to enforce these
contracts. If we are unable to enforce these contracts, we could be required to deconsolidate such Domestic Company
from our financial results.

In addition, Chinese laws and regulations limiting foreign ownership of domestic companies are relatively new and
may be subject to change, and their official interpretation and enforcement may involve substantial uncertainty. The
effectiveness of newly enacted laws, regulations or amendments may be delayed, resulting in detrimental reliance by
foreign investors. New laws and regulations that affect existing and proposed future businesses may also be applied
retroactively.

The PRC government has broad discretion in dealing with violations of laws and regulations, including levying fines,
revoking business and other licenses and requiring actions necessary for compliance. In particular, licenses and
permits issued or granted to us by relevant governmental bodies may be revoked at a later time by higher regulatory
bodies. We cannot predict the effect of the interpretation of existing or new PRC laws or regulations on our
businesses. We cannot assure you that our current ownership and operating structure would not be found in violation
of any current or future PRC laws or regulations. As a result, we may be subject to sanctions, including fines, and
could be required to restructure our operations or cease to provide certain services. Any of these or similar actions
could significantly disrupt our business operations or restrict us from conducting a substantial portion of our business
operations, which could materially and adversely affect our business, financial condition and results of operations and
future growth prospects.
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Although we believe we comply and will continue to comply with current PRC regulations, we cannot assure you that
the PRC government would agree that these operating arrangements comply with PRC licensing, registration or other
regulatory requirements, with existing policies or with requirements or policies that may be adopted in the future. If
the PRC government determines that we do not comply with applicable law, it could revoke our business and
operating licenses, require us to discontinue or restrict our operations, restrict our right to collect revenues, require us
to restructure our operations, impose additional conditions or requirements with which we may not be able to comply,
impose restrictions on our business operations or on our customers, or take other regulatory or enforcement actions
against us that could be harmful to our business.

The PRC government may determine that the agreements we use to control the Domestic Companies are not in
compliance with applicable PRC laws, rules and regulations and are therefore unenforceable.

In the PRC, foreign invested enterprises are forbidden or restricted to engage in certain specified businesses or
industries which are sensitive to the economy. The Chinese government periodically revises its list of encouraged,
permitted, restricted, and forbidden industries. As we intend to centralize our management and operation in the PRC
without being restricted to conduct certain business activities which are important for our current or future business
but are restricted or might be restricted in the future, we believe the agreements between Recon-JN and the Domestic
Companies will be essential for our business operation. In order for Recon-JN to manage and operate our business
through the Domestic Companies in the PRC, these agreements were entered into under which almost all the business
activities of the Domestic Companies are managed and operated by Recon-JN and almost all economic benefits and
risks arising from the business of the Domestic Companies are transferred to Recon-JN.

Risks are associated with our operations under the agreements with the Domestic Companies. If the PRC government
determines that these agreements used to control the Domestic Companies are unenforceable as they circumvent the
PRC restrictions relating to foreign investment restrictions, the relevant regulatory authorities would have broad
discretion in dealing with such breach, including:

tmposing economic penalties;

discontinuing or restricting our operations;

imposing conditions or requirements in respect of the agreements with the Domestic Companies with which we may
not be able to comply;

requiring us to restructure the relevant ownership structure or operations;

taking other regulatory or enforcement actions that could adversely affect our business; and

revoking the business license and/or the licenses or certificates of Recon-JN, and/or voiding the agreements.

Any of these actions could have a material adverse impact on our business, future operating prospects, financial
condition and results of operations.
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Our contractual arrangements with the Domestic Companies and their respective shareholders may not be as
effective in providing control over these entities as direct ownership.

We have no equity ownership interest in the Domestic Companies and rely on contractual arrangements to control and
operate such businesses. These contractual arrangements may not be as effective in providing control over the
Domestic Companies as direct ownership. For example, BHD could fail to take actions required for our business or
fail to pay dividends 