
REGULATIONS RELATING TO CORPORATION AND FOREIGN INVESTMENT

The establishment, operation and management of corporate entities in the PRC is governed by the
Company Law of the PRC (《中華人民共和國公司法》), which was promulgated by the Standing
Committee of the National People’s Congress of the PRC (the ‘‘SCNPC’’) on 29 December 1993 and
came into effect on 1 July 1994, and was last amended on 29 December 2023 and became effective on 1
July 2024. The Company Law of the PRC generally governs two types of companies, namely limited
liability companies and joint stock limited companies. Both types of companies have the status of legal
persons, and the liability of shareholders of a limited liability company or a joint stock limited company
is limited to the amount of registered capital they have contributed. The Company Law of the PRC shall
also apply to foreign invested companies in form of limited liability company or joint stock limited
company. Where laws on foreign investment have other stipulations, such stipulations shall apply.

On 1 January 2020, the Foreign Investment Law of the PRC (《中華人民共和國外商投資法》) (the
‘‘FIL’’) and the Regulations on the Implementation of the Foreign Investment Law of the PRC (《中華人

民共和國外商投資法實施條例》) became effective and simultaneously replaced the trio of prior laws
regulating foreign investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise Law of
the PRC (《中華人民共和國中外合資經營企業法》), the Sino-foreign Cooperative Joint Venture
Enterprise Law of the PRC (《中華人民共和國中外合作經營企業法》) and the Wholly Foreign-invested
Enterprise Law of the PRC (《中華人民共和國外資企業法》), together with their implementation rules
and ancillary regulations. The FIL sets out the definition of foreign investment and the framework for
promotion, protection and administration of foreign investment activities. On 30 December 2019, the
Ministry of Commerce of the PRC (the ‘‘MOFCOM’’) and the State Administration for Market
Regulation (the ‘‘SAMR’’) jointly promulgated the Measures for Reporting of Information on Foreign
Investment (《外商投資信息報告辦法》), which came into effect on 1 January 2020 and pursuant to
which, the establishment of the foreign invested enterprises by foreign investors and establishment
through purchasing the equities of a non-foreign invested enterprise and its subsequent changes are
required to submit an initial or change report through the Enterprise Registration System.

Pursuant to the FIL, China has adopted a system of national treatment which includes a negative
list with respect to foreign investment administration. The negative list will be issued by, amended or
released upon approval by the State Council, from time to time. The negative list will set forth
industries in which foreign investments are prohibited and industries in which foreign investments are
restricted. Foreign investment in prohibited industries is not allowed, while foreign investment in
restricted industries must satisfy certain conditions stipulated in the negative list. Foreign investments
and domestic investments in industries outside the scope of the prohibited industries and restricted
industries stipulated in the negative list will be treated equally. The Special Administrative Measures
(Negative List) for the Access of Foreign Investment (2024 Version) (《外商投資准入特別管理措施(負
面清單)(2024年版)》) (the ‘‘Negative List’’), which were promulgated by the NDRC and the MOFCOM
on 6 September 2024 and became effective on 1 November 2024 and the Catalogue of Industries for
Encouraging Foreign Investment (2025 Version) (《鼓勵外商投資產業目錄(2025年版)》) (the
‘‘Encouraging Catalogue’’), which was promulgated by the NDRC and the MOFCOM on 15 December
2025 and became effective on 1 February 2026, listed the categories of encouraged, restricted, and
prohibited industries. Any industry not included in the Negative List shall be administered under the
principle of equal treatment to domestic and foreign investment. According to the Negative List and the
Encouraging Catalogue, as at the Latest Practicable Date, property management service industry does
not fall within the scope of the Negative List and is not subject to special management measures.

PRC LEGAL SUPERVISION RELATING TO PROPERTY MANAGEMENT SERVICES

On 28 May 2020, the National People’s Congress approved the Civil Code of the People’s
Republic of China (《中華人民共和國民法典》) (the ‘‘Civil Code’’), which came into effect on 1 January
2021 and replaced the Contract Law of the PRC (《中華人民共和國合同法》), the Property Law of the
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PRC (《中華人民共和國物權法》) and several other basic civil laws in the PRC. The Civil Code, which
basically follows the current regulatory principles of property management industry, forms the legal
foundation for the property management services in the PRC.

Qualification of Property Management Enterprises

According to the Regulations on Property Management (《物業管理條例》) which was promulgated
on 8 June 2003, came into effect since 1 September 2003, and was amended on 26 August 2007, 6
February 2016 and 19 March 2018, respectively, a qualification system for enterprises engaging in
property management activities has been adopted.

In accordance with the Decision of the State Council on Cancelling the Third Batch of
Administrative Licencing Items Designated by the Central Government for Implementation by Local
Governments (《國務院關於第三批取消中央指定地方實施行政許可事項的決定》) promulgated by the
State Council on 12 January 2017 and taking effect on the same day, the accreditation of Level 2 and
Level 3 qualifications of property management enterprises were cancelled. According to the Decision of
the State Council on Cancelling a Batch of Administrative Licencing Items (《國務院關於取消一批行政

許可事項的決定》), which was promulgated by the State Council on 22 September 2017 and came into
effect on the same day, the accreditation of Level 1 qualification of property management enterprises
was cancelled.

In accordance with the Notice of the General Office of Ministry of Housing and Urban-Rural
Development on Effectively Implementing the Work of Cancelling the Qualification Accreditation for
Property Management Enterprises (《住房城鄉建設部辦公廳關於做好取消物業服務企業資質核定相關

工作的通知》), which was promulgated on 15 December 2017 by the Ministry of Housing and Urban-
Rural Development (‘‘MOHURD’’) and became effective on the same day, application, change, renewal
or re-application of the qualifications of property management enterprises shall not be accepted and the
qualifications obtained already shall not be a requirement in any way for property management
enterprises to undertake new property management businesses.

On 19 March 2018, the State Council issued Decision of the State Council to Amend and Repeal
Certain Administrative Regulations (2018) (《國務院關於修改和廢止部分行政法規的決定(2018)》)
(Order of the State Council No. 698), according to which the Regulations on Property Management
(《物業管理條例》) was amended. The Regulations on Property Management (2018 revision) (《物業管理

條例》(2018年修正)) has removed all the qualification requirements for the property management
enterprises.

Appointment of the Property Management Enterprises

According to the Civil Code, a quorum for the general meeting of the property owners to engage
or dismiss a property management enterprise shall consist of the property owners who holding more than
two-thirds of exclusive areas and representing more than two-thirds of the total number of property
owners and shall have affirmative votes of property owners who participate in the voting and hold more
than half of the exclusive area owned by the voting owners and who represent more than half of the
total number of property owners participating in voting. And the Civil Code clarifies that where the
property owners have jointly decided on renewal of appointment pursuant to the law prior to expiry of
the term of property management services, they shall enter into a new property management contract
with the original property services provider prior to expiry of the contract period. In addition, if property
owners do not renew the property management contract or engage a new property service provider upon
expiration of the term of property management services and the property service provider continues to
provide property services, the original property service contract shall continue to be valid without a
fixed term. Each party may rescind the contract by sixty days’ advance written notice to the other
parties.
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According to the Regulations on Property Management (2018 version), a general meeting of the
property owners can engage or dismiss the property management enterprise with affirmative votes of
owners who exclusively own more than half of the total construction area of the building(s) and who
account for more than half of the total number of the property owners. The property owners’ association
may enter into a property management service contract on behalf of owners with the property
management enterprise engaged in the owners’ general meeting. Before the engagement of a property
service enterprise by property owners and a general meeting of the property owners, a written
preliminary service contract should be entered into between the property developer and the selected and
engaged property service enterprise. The preliminary property management service contract may
stipulate the contract term. However, if the property management service contract entered into by and
between the property owners association and the property management enterprise comes into force
within the term of the preliminary property management service, the preliminary property management
service contract shall be terminated automatically.

In accordance with the Government Procurement Law of the People’s Republic of China (《中華人

民共和國政府採購法》) (the ‘‘Government Procurement Law’’), which was promulgated on 29 June
2002 and amended on 31 August 2014, public invitation of bids shall be the principal method of
government procurement. Government procurement refers to behaviours of state organs at various levels,
undertakings and social organisations that procure with fiscal funds commodities, engineering works and
related services within the catalogue made for centralised procurement according to law or procure them
in excess of their quotas. According to the Implementation Regulations for the Law of the People’s
Republic of China on Tenders and Bids (《中華人民共和國招標投標法實施條例》) which was latest
amended on 2 March 2019, and taking effect on the same day, where the tender invitation and bidding
activities of a project required by law to call for tenders violate the provisions of the Tender Law and
these Regulations, and have a substantive influence on the outcome of award of tender, if it is
impossible to adopt remedial measures to rectify, the tender invitation, bidding, award of tender shall be
void, the tender exercise or bid evaluation shall be organised anew pursuant to the law.

Property Management Service Charges

According to the Regulations on Property Management (《物業管理條例》), the property owners
shall pay property management fee based on the property management service contract. As for the
properties which have been completed but have not been sold or delivered to the purchasers of the
properties, property management fee shall be paid by the developer.

According to the Measures on the Charges of Property Service Enterprise (《物業服務收費管理辦

法》) (the ‘‘Measures on the Charges’’), which was jointly promulgated by the NDRC and the Ministry
of Construction on 13 November 2003 and came into effect on 1 January 2004, property management
enterprises are permitted to charge fees from owners for the repair, maintenance and management of
houses and ancillary facilities, equipment and venues and maintenance of the sanitation and order in
relevant regions according to the property service contract. Property management service charges shall
be priced under the government’s guidance and market regulation respectively based on the nature and
characteristics of different properties. In what way the charges are priced shall be determined by the
competent administrative departments of price under the people’s governments of all provinces,
autonomous regions and municipalities, in concert with the competent departments of real estate. The
property management service fees charged nationwide are supervised and regulated by the competent
price administration department and construction administration department of the State Council. The
competent price administration department of the local people’s governments at or above the county
level and the competent construction administration departments at the same level are responsible for
supervising and regulating the property management service fees charged in their respective
administrative regions.
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Dependent on the agreement between the property owners and property management enterprises,
the fees for the property management services can be charged either as a lump sum basis or a
management remuneration basis. The lump sum basis refers to the charging mode requiring property
owners to pay fixed property management expenses and allowing property management enterprises to
enjoy or assume the surplus or deficit. The commission basis refers that property management
enterprises may collect its service fee in the proportion or amount as agreed from the property
management income in advance, the rest of which shall be exclusively used on the items as stipulated in
the property management service contract, and property owners shall enjoy or assume the surplus or
deficit.

In accordance with the Measures on the Charges, except the circumstance where the government
guidance price shall be implemented, the market-based price applies to the property management service
fees. The standard of such fees is determined by the property management enterprise and the developer
or property owners through negotiation.

According to the Provisions on Clearly Marking the Prices of Property Services (《物業服務收費明

碼標價規定》), which was jointly promulgated by the NDRC and the Ministry of Construction on 19
July 2004 and came into effect on 1 October 2004, property management enterprises, during their
provision of services to the property owners (including the property management services as stipulated
in the property service contract as well as other services requested by property owners), shall charge
service fees at expressly marked prices, and display their service items, standards and other related
contents. In case there is any change to the pricing standard, the property management enterprise shall
adjust the related contents displayed and indicate the execution date of new standards one month prior to
the implementation of the new standards.

According to the Property Management Pricing Cost Supervision and Examination Approaches
(Trial) (《物業服務定價成本監審辦法(試行)》) which was jointly promulgated by the NDRC and the
Ministry of Construction on 10 September 2007 and came into effect on 1 October 2007, the competent
price administration departments of people’s government shall formulate and regulate the property
management service charging standard and conduct pricing cost supervision and examination on relevant
property management service enterprises. Property management service pricing cost is determined
according to the social average cost of property management services verified by the competent price
administration department of people’s government. With the assistance of competent real estate
administrative departments, competent price administration departments are responsible to organise the
supervision and examination of the property management service pricing cost. Property management
service pricing cost shall include staff costs, expenses for daily operation and maintenance on public
facilities and equipment located at public places, green conservation costs, sanitation fee, order
maintenance cost, insurance premiums for public facilities and equipment located at public places of the
property and for public liability, office expenses, shared administration fee, fixed assets depreciation and
other fees approved by property owners.

According to the Administrative Measures of Zhejiang Province on Property Management Service
Charges (Trial) (《浙江省物業服務收費管理實施辦法(試行)》), which was promulgated by the Price
Bureau of Zhejiang Province and the Ministry of Construction of Zhejiang Province on 28 March 2005
and came into effect on 1 May 2005, the fees charged by property management enterprises shall be
determined with references to the government guidance prices or market prices, which are set based on
different situations, including the type of relevant property to which the property management services
are provided, the stage of the property management services and the nature and features of the property
management services provided. The preliminary property management service charges for ordinary
residential properties (excluding high-standard residential properties such as villas) shall comply with
government guidance price; the property management service charges for non-residential properties,
high-standard residential properties such as villas and ordinary residential properties after the
establishment of property owners’ associations shall be determined by the market.
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Property Management Service Outsourcing

According to the Regulations on Property Management (《物業管理條例》), a property service
enterprise may outsource a specific service within the property management area to a specialised service
enterprise, but it shall not outsource all the property management business within such area to third
parties.

Security and Guarding Service

According to the Regulation on the Administration of Security and Guarding Services (《保安服務

管理條例》), which was promulgated by the State Council on 13 October 2009 and became effective on
1 January 2010, and was amended on 29 November 2020 and 29 March 2022, respectively, an entity
employing security guards by itself shall, within 30 days after the start of security and guarding
services, go through the filing formalities in the public security organ of the people’s government of the
local districted city.

POLICIES AND REGULATIONS ON THE REAL ESTATE

In August 2020, the People’s Bank of China (‘‘PBOC’’) and the MOHURD jointly formulated the
‘‘Three Red Lines’’ policy to monitor the leverage ratio and regulate the ability of the real estate
enterprises to incur additional debt. The ‘‘Three Red Lines’’ refer to certain financial metrics of a real
estate enterprise: (i) the liabilities to assets ratio after excluding advances received from customers shall
not exceed 70%; (ii) the net gearing ratio shall not exceed 100%; and (iii) cash to short-term borrowing
ratio shall not be less than one. The real estate enterprises that fail to meet all three ratios shall not
increase the amount of interest-bearing borrowings; the real estate enterprises that fail to meet two of the
three ratios may only increase the amount of interest-bearing borrowings by 5%. each year; the real
estate enterprises that fail to meet one of the three ratios may only increase the amount of interest-
bearing borrowings by 10% each year; and the real estate enterprises that meet all three ratios may
increase the amount of interest-bearing borrowings by 15% each year. PRC central and local
governments also released support measures from time to time, including without limitation, a series of
policies adopted since 2023 to boost sales of residential properties, to ensure the steady and orderly
growth of real estate financing, to promote a virtuous cycle between finance and real estate, and to
improve the macro-prudential management of real estate financing.

Based on our Directors’ consultation with the Parent Group and to their best knowledge, as at the
Latest Practicable Date, members of the Parent Group had not been required by the competent
authorities to submit its financial statements on a regular basis to ensure its compliance with the
requirements set forth in the Three Red Lines policy.

Based on the anonymous telephone consultation conducted by the PRC Legal Advisers with local
branches of the PBOC in Jinhua, Yiwu and Shaoxing, where are the main locations of our managed
projects developed by our Parent Group, the Three Red Lines policy is not in official writing and the
implementation of the Three Red Lines policy depends on the individual commercial banks. Based on
the consultation with three commercial bank branches which the Parent Group obtained external
financing, the ability of the Parent Group to obtain external financing had not been materially adversely
affected since the ‘‘Three Red Lines’’ policy was proposed given that the Parent Group principally
engages in industrial property development which do not fall within the scope of the ‘‘Three Red Lines’’
policy. As confirmed by our Directors after consulting with our Parent Group, the Parent Group has no
financial difficulties during the Track Record Period and up to the Latest Practicable Date and has
obtained external financing from banks since the introduction of the ‘‘Three Red Lines’’ policy without
submitting its financial statements for the assessment of the ‘‘Three Red Lines’’ policy. As at 30 June
2026, to the best knowledge of our Directors after consulting our Parent Group, it had about six
property projects under development or held for development in the PRC.

REGULATORY OVERVIEW

– 79 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE
INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED ‘‘WARNING’’ ON THE
COVER OF THIS DOCUMENT.



As at 30 June 2026, 12 of our managed projects were sourced from our Parent Group and 10 of
our managed projects were sourced from seven different Independent Third Parties. We had secured
projects from a diverse range of property developers and will continue to procure new projects from
various property developers. In addition our service agreements of the property management projects to
be awarded to the Group from the Parent Group and other independent property developers have not
been terminated due to such policies during the Track Record Period.

As advised by our PRC Legal Advisers, based on the forgoing, such policies have not brought or
pose material adverse impact on the fulfilment of our service agreements of relevant property
management projects during the Track Record Period. Based on the forgoing, our Directors are of the
view, and the Sole Sponsor concurs that, the ‘‘Three Red Lines’’ policy has not brought or is not
expected to pose any material adverse impact on the property management projects to be awarded to the
Group from the Parent Group and other independent property developers with which the Group has
material relationships.

REGULATIONS ON THE MANAGEMENT OF LEASE HOUSING

Pursuant to (i) the Law on Administration of Urban Real Estate of the PRC (《中華人民共和國城

市房地產管理法》), promulgated by the SCNPC on 5 July 1994 and latest amended on 26 August 2019
and took effect on 1 January 2020, and (ii) the Administrative Measures on Leasing of Commodity
Housing (《商品房屋租賃管理辦法》), promulgated by the Ministry of Housing and Urban-Rural
Development on 1 December 2010 and came into effect on 1 February 2011, when leasing premises,
the lessor and lessee are required to enter into a written lease contract, containing such provisions as the
leasing term, use of the premises, rental and repair liabilities, and other rights and obligations of both
parties. Both lessor and the lessee shall complete property leasing registration and filing formalities
within 30 days from the execution of the property lease contract with the real estate administration
department where the leased property is located. If the lessor and lessee fail to go through the
registration and filing procedures, both lessor and lessee may be subject to fines.

PRC LAWS AND REGULATIONS ON INTELLECTUAL PROPERTY RIGHTS

Trademark

The Trademark Law of the People’s Republic of China (《中華人民共和國商標法》) was
promulgated by the SCNPC on 23 August 1982, implemented on 1 March 1983, and most recently
revised on 26 June 2026, with implementation from 1 January 2027. The Regulations for the
Implementation of the Trademark Law of the People’s Republic of China (《中華人民共和國商標法實施

條例》) were issued by the State Council on 3 August 2002, implemented on 15 September 2002, and
most recently revised on 29 April 2014, with implementation from 1 May 2014. According to these laws
and regulations, the validity period of a registered trademark is 10 years from the date of approval. To
continue using a trademark upon the expiry of its validity, renewal procedures must be completed in
accordance with the provisions within the 12 months preceding expiration. If renewal procedures are not
completed within this period, a six-month extension is allowed. Each renewal extends the validity period
for 10 years, starting from the day following the expiration of the last validity period. Trademark
registrants may authorise others to use their registered trademarks by signing trademark licencing
agreements.

Domain Name

The Internet Domain Name Management Measures (《互聯網域名管理辦法》) were issued by the
MIIT on 24 August 2017, and implemented on 1 November 2017. According to these management
measures, the MIIT is the primary regulatory authority for the management of Internet domain names in
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China. Domain name registration is processed through domain name root servers and their operating
institutions, domain name registration management institutions and domain name registration service
institutions established in accordance with the relevant regulations.

REGULATIONS ON EMPLOYMENT AND SOCIAL WELFARE

Employment

The major PRC laws and regulations that govern employment relationship are the PRC Labour
Law (《中華人民共和國勞動法》), the PRC Labour Contract Law (《中華人民共和國勞動合同法》) (the
‘‘Labour Contract Law’’) and its implementation, which impose stringent requirements on the
employers in relation to entering into fixed-term employment contracts, hiring of temporary employees
and dismissal of employees.

The Labour Law of the People’s Republic of China (《中華人民共和國勞動法》) was promulgated
by the SCNPC on 5 July 1994, implemented on 1 January 1995, and most recently revised and
implemented on 29 December 2018. The Labour Law of the People’s Republic of China stipulates
matters related to promoting employment, labour contracts, working hours, rest and leave, wages, labour
safety and hygiene, special protection for female and minor workers, vocational training, social
insurance and welfare, labour disputes, supervision and inspection, as well as legal liabilities.

The Labour Contract Law of the People’s Republic of China (《中華人民共和國勞動合同法》) was
issued by the SCNPC on 29 June 2007, implemented on 1 January 2008, and most recently revised on
28 December 2012, with the revision taking effect on 1 July 2013. The Implementation Regulation of
the Labour Contract Law of the People’s Republic of China (《中華人民共和國勞動合同法實施條例》)
were issued and implemented by the State Council on 18 September 2008. According to the
aforementioned law and regulation, a written labour contract shall be established when forming a labour
relationship. Employers shall not force employees to work overtime and must pay overtime wages
according to national regulations if overtime is arranged. Wages must not be lower than the local
minimum wage standard and must be paid to employees promptly.

Social Insurance

The PRC Social Insurance Law (《中華人民共和國社會保險法》) (the ‘‘Social Insurance Law’’)
issued by the SCNPC in 2010 and latest amended on 29 December 2018, has established social
insurance systems of basic pension insurance, basic medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance and has elaborated in detail the legal obligations and
liabilities of employers who fail to comply with relevant laws and regulations on social insurance.
According to the Social Insurance Law and the Provisional Regulations on Collection and Payment of
Social Insurance Premiums (《社會保險費徵繳暫行條例》) promulgated by the State Council on 22
January 1999 and most recently amended on 24 March 2019 and effective from the same date,
enterprises shall register social insurance with local social insurance and pay or withhold relevant social
insurance for or on behalf of its employees. Any employer that fails to make social insurance
contributions may be ordered to rectify the non-compliance and pay the required contributions within a
prescribed time limit and be subject to a late fee. If the employer still fails to rectify the failure to make
the relevant contributions within the prescribed time, it may be subject to a fine ranging from one to
three times the amount overdue.

On 31 July 2025, the PRC Supreme People’s Court promulgated the Supreme People’s Court’s
Interpretation (Il) on Several Issues Concerning the Application of Law in Labour Dispute Cases (《最高

人民法院關於審理勞動爭議案件適用法律問題的解釋(二)》), which took effect on 1 September 2025.
Article 19(1) thereof stipulates that if an employer and an employee agree or the employee undertakes
that social insurance contributions need not be paid, the People’s Court shall deem such agreement or
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undertaking invalid. Furthermore, where an employer fails to pay social insurance contributions in
accordance with the law, and the employee seeks to terminate the labour contract and claims economic
compensation from the employer pursuant to Article 38(3) of the PRC Labour Contract Law, the
People’s Court shall support such claims in accordance with the law, which clarifies that employees are
entitled to request termination of their labour contracts and receive corresponding economic
compensation under the PRC Labour Contract Law if the employer fails to make social insurance
contributions in accordance with the law.

Housing Provident Fund

Pursuant to the Regulations on Management of Housing Provident Fund (《住房公積金管理條例》),
which was promulgated on 3 April 1999 and last revised on 24 March 2019, employers in Mainland
China shall provide their employees with welfare schemes covering basic pension insurance, basic
medical insurance, unemployment insurance, maternity insurance, occupational injury insurance and
housing provident fund. Employers who fail to contribute to the above social insurance and housing
provident funds may be subject to a fine and ordered to make full payment within a prescribed time
period. If an employing entity fails to make the payment towards the social insurance and housing
provident funds within a prescribed time limit, an application may be made to a people’s court for
enforcement.

REGULATIONS ON FOREIGN EXCHANGE

Pursuant to the Foreign Exchange Administrative Regulations of the PRC (《中華人民共和國外匯

管理條例》) promulgated by the State Council on 29 January 1996, effective on 1 April 1996 and last
amended on 5 August 2008, and the Administrative Regulations on Foreign Exchange Settlement, Sales
and Payment (《結匯、售匯及付匯管理規定》) promulgated by the People’s Bank of China on 20 June
1996 and effective on 1 July 1996, Renminbi is freely convertible for payments of current account items
such as trade and service-related foreign exchange transactions and dividend payments after the relevant
financial institutions have reasonably examined the authenticity of the transactions and their consistency
with foreign exchange receipts and payments, but are not freely convertible for capital expenditure items
such as direct investment, loans or investments in securities outside the PRC unless the approval of the
SAFE or its local counterparts is obtained in advance.

According to the Circular of the State Administration of Foreign Exchange on Reforming and
Regulating Policies for the Administration over Foreign Exchange Settlement of Capital Accounts (《國

家外匯管理局關於改革和規範資本項目結匯管理政策的通知》) announced by SAFE and effective on 9
June 2016, and the Notice of the State Administration of Foreign Exchange on Further Deepening
Reform to Promote Cross-border Trade and Investment Facilitation (《國家外匯管理局關於進一步深化

改革促進跨境貿易投資便利化的通知》) announced and effective on 4 December 2023, the foreign
exchange receipts under capital accounts of domestic institutions are subject to discretionary settlement
policies. The foreign exchange receipts under capital accounts (including foreign exchange capital,
foreign debts, and repatriated funds raised through overseas listing) subject to discretionary settlement as
expressly prescribed in the relevant policies may be settled with banks according to the actual need of
the domestic institutions for business operation. Domestic institutions may, at their discretion, settle up
to 100% of foreign exchange receipts under capital accounts for the time being. SAFE may adjust the
above proportion in due time according to the balance of payments. While eligible for the discretionary
settlement of foreign exchange receipts under capital accounts, domestic institutions may also opt to use
their foreign exchange receipts according to the payment-based settlement system. A bank shall, in
handling each transaction of foreign exchange settlement for a domestic institution according to the
principle of payment-based settlement, review the authenticity and compliance of the use of the funds
settled in the previous foreign exchange settlement (including discretionary settlement and payment-
based settlement) of such domestic institution. Domestic institutions’ foreign exchange receipts under
the capital account and the Renminbi funds obtained from the settlement thereof shall not, directly or
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indirectly, be used for expenditure beyond the enterprise’s business scope or expenditure prohibited by
laws and regulations of the state. Unless otherwise specified, the funds shall not, directly or indirectly,
be used for investments in securities or other investments or wealth management other than banks’
principal-secured products. The funds shall not be used for the granting of loans to non-affiliated
enterprises, except where it is expressly permitted in the business scope. The funds shall not be used for
the construction or purchase of real estate for purposes other than self-use (except for real estate
enterprises).

According to the Circular on Optimising Administration of Foreign Exchange to Support the
Development of Foreign-related Business by the State Administration of Foreign Exchange (《國家外匯

管理局關於優化外匯管理支持涉外業務發展的通知》) issued by SAFE on 10 April 2020, eligible
enterprises are allowed to make domestic payments by using receipts under capital accounts, such as
their capital funds, foreign credits and the income from overseas listing, with no need to provide the
evidentiary materials concerning authenticity on a transaction-by-transaction basis to banks in advance,
provided that their capital use shall be authentic and in line with provisions, and conform to the
prevailing administrative regulations on the use of receipts under capital accounts. Local foreign
exchange authorities shall strengthen monitoring analysis and interim and post regulation.

REGULATIONS ON TAXATION

Enterprise Income Tax

According to the Enterprise Income Tax Law of the PRC (《中華人民共和國企業所得稅法》) (the
‘‘EIT Law’’) which was promulgated on 16 March 2007 and amended on 24 February 2017 and 29
December 2018, a unified income tax rate of 25% will be applied towards foreign investment and
foreign enterprises which have set up institutions or facilities in the PRC as well as PRC enterprises.
Under the EIT Law, enterprises established outside of China whose ‘‘defacto management bodies’’ are
located in China are considered ‘‘resident enterprises’’ and will generally be subject to the unified 25%
enterprise income tax rate as to their global income.

Value-added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (《中華人民共和國增值稅

暫行條例》) amended by the State Council and became effective on 19 November 2017 and the Detailed
Rules for the Implementation of the Provisional Regulations on Value-added Tax of the PRC (《中華人

民共和國增值稅暫行條例實施細則》) amended by the MOF on 28 October 2011 and effective on 1
November 2011, all entities and individuals in the PRC engaging in the sale of goods, the provision of
processing, repairs and replacement services, and the importation of goods are required to pay value-
added tax. For taxpayers selling or importing goods, the general tax rate shall be 17% unless otherwise
specified in the aforesaid regulations.

According to the Notice on the Adjustment to VAT Rates (《財政部、國家稅務總局關於調整增值

稅稅率的通知》) (Cai Shui [2018] No. 32), promulgated by the MOF and the State Administration of
Taxation on 4 April 2018, and became effective as of 1 May 2018, the VAT rates of 17% and 11%
applicable to the taxpayers who have VAT taxable sales activities or imported goods are adjusted to
16% and 10%, respectively.

According to the Announcement on Relevant Policies for Deepening Value-Added Tax Reform
(《關於深化增值稅改革有關政策的公告》) (2019 No. 39 of MOF, State Administration of Taxation and
General Administration of Customs), promulgated by the MOF, the State Administration of Taxation and
the General Administration of Customs on 20 March 2019 and became effective on 1 April 2019, the
VAT rates of 16% and 10% applicable to the taxpayers who have VAT taxable sales activities or
imported goods are adjusted to 13% and 9%, respectively.
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On 25 December 2024, the SCNPC promulgated the VAT Law of the PRC (《中華人民共和國增值

稅法》), which will come into effective on 1 January 2026, and replace the Provisional Regulations on
Value-added Tax of the PRC.

Tax on Dividends

For Individual Investors

According to the Individual Income Tax Law of the PRC (《中華人民共和國個人所得稅法》), or
the Individual Income Tax Law, amended by the SCNPC on 31 August 2018 and effective on 1 January
2019, and the Implementation Rules of the Individual Income Tax Law of the People’s Republic of
China (《中華人民共和國個人所得稅法實施條例》) amended by the State Council on 18 December 2018
and effective on 1 January 2019, dividends paid by PRC companies to individual investors are ordinarily
subject to a withholding income tax levied at a flat rate of 20%. Meanwhile, according to the Notice on
Issues Concerning Differentiated Individual Income Tax Policies on Dividends and Bonus of Listed
Companies (《關於上市公司股息紅利差別化個人所得稅政策有關問題的通知》) issued by the Ministry
of Finance, the State Administration of Taxation and the CSRC on 7 September 2015 and effective on 8
September 2015, where an individual holds the shares of a listed company obtained from the public
offering for more than one year and transfers the stock of the listed company on the stock market, the
dividend and bonus income shall be temporarily exempted from individual income tax. Where an
individual acquires shares of a listed company from the public offering and transfers the stock of the
listed company on the stock market, if the holding period is within one month (inclusive), the dividend
income shall be included in the taxable income in full; if the holding period is more than one month but
less than one year (inclusive), the dividend income shall be included in the taxable income at the rate of
50%; the aforesaid income shall be subject to individual income tax at a uniform rate of 20%.

Pursuant to the Arrangement between the Mainland China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income (《內地和香港特別行政區關於對所得避免雙重徵稅和防止偷漏稅的安排》),
or the Arrangement for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income, executed on 21 August 2006, the PRC government may impose tax on
dividends paid by a PRC company to a Hong Kong resident (including natural person and legal entity),
but such tax shall not exceed 10% of the total amount of dividends payable. If a Hong Kong resident
directly holds 25% or more of the equity interests in a PRC company and the Hong Kong resident is the
beneficial owner of the dividends and meets other conditions, such tax shall not exceed 5% of the total
amount of dividends payable by the PRC company. The Fifth Protocol to the Arrangement between the
Mainland China and the Hong Kong Special Administrative Region for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income (《內地和香港特別行政

區關於對所得避免雙重徵稅和防止偷稅漏稅的安排》第五議定書), or the Fifth Protocol, issued by The
State Administration of Taxation and effective on 6 December 2019 provides that such provisions shall
not apply to arrangements or transactions made for one of the primary purposes of obtaining such tax
benefits.

For Enterprise Investors

Pursuant to the Enterprise Income Tax Law of the PRC (《中華人民共和國企業所得稅法》), or the
EIT Law, amended by the SCNPC and effective on 29 December 2018, and the Implementation Rules of
the Enterprise Income Tax Law of the PRC (《中華人民共和國企業所得稅法實施條例》), or the
Implementation Rules of the EIT Law, last amended by the State Council on 6 December 2024 and
effective on 20 January 2025, a non-resident enterprise is subject to a reduced rate of 10% enterprise
income tax on PRC-sourced income, including dividends paid by a PRC resident enterprise that issues
and lists shares in Hong Kong, if such non-resident enterprise does not have an establishment or place
of business in the PRC or has an establishment or place of business in the PRC but the PRC-sourced
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income is not actually connected with such establishment or place of business in the PRC. The aforesaid
income tax payable by non-resident enterprises shall be withheld at source, and the payer shall be the
withholding agent, and the tax shall be withheld by the withholding agent from the payment or due
payment every time it is paid or due. Such tax may be reduced or exempted pursuant to an applicable
treaty for the avoidance of double taxation.

Pursuant to the Notice on the Issues Concerning Withholding the Enterprise Income Tax on the
Dividends Paid by Chinese Resident Enterprises to H Share Holders Which Are Overseas Non-resident
Enterprises (《關於中國居民企業向境外H股非居民企業股東派發股息代扣代繳企業所得稅有關問題的
通知》) issued by the State Administration of Taxation and effective on 6 November 2008, a PRC
resident enterprise is required to withhold enterprise income tax at a rate of 10% on dividends paid to
non-PRC resident enterprise holders of H Shares which are derived out of profit generated since 2008.
The Reply on the Collection of Enterprise Income Tax on Dividends Received by Non-resident
Enterprises from Holding B Shares and Other Shares (《關於非居民企業取得B股等股票股息徵收企業所

得稅問題的批覆》) promulgated by the State Administration of Taxation and effective 24 July 2009
further provides that PRC-resident enterprises listed on Chinese and overseas stock exchanges by issuing
stocks (including A shares, B shares and overseas shares) must withhold enterprise income tax at a flat
rate of 10% on dividends of 2008 and onwards that it distributes to non-resident enterprise shareholders.
Such tax rates may be further modified pursuant to the tax treaty or agreement that China has concluded
with a relevant jurisdiction, where applicable.

According to the Arrangement for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (《所得稅避免雙重徵稅和防止偷漏稅的安排》), the PRC
government may impose tax on dividends paid by a PRC company to a Hong Kong resident (including
natural person and legal entity), but such tax shall not exceed 10% of the total dividends payable by the
PRC company. If a Hong Kong resident directly holds 25% or more of equity interest in a PRC
company and the Hong Kong resident is the beneficial owner of the dividends and meets other
conditions, such tax shall not exceed 5% of the total dividends payable by the PRC company. The Fifth
Protocol provides that such provisions shall not apply to arrangements or transactions made for one of
the primary purposes of obtaining such tax benefits.

Pursuant to applicable regulations, we intend to withhold tax at a rate of 10% from dividends paid
to non-PRC resident enterprise holders of our H Shares (including [REDACTED]). Non-PRC resident
enterprises that are entitled to be taxed at a reduced rate under an applicable income tax treaty will be
required to apply to the PRC tax authorities for a refund of any amount withheld in excess of the
applicable treaty rate, and payment of such refund will be subject to the PRC tax authorities’
verification.

Tax related to equity transfer income

For Individual Investors

Under the Individual Income Tax Law and its implementation rules, individuals are subject to
individual income tax at a rate of 20% on gains realised on the sale of equity interests in PRC resident
enterprises. Pursuant to the Circular on Continuing the Temporary Exemption of Individual Income Tax
on Gains from Share Transfers by Individuals (《關於個人轉讓股票所得繼續暫免徵收個人所得稅的通

知》), which was promulgated by the MOF and The State Administration of Taxation and became
effective on 30 March 1998, from 1 January 1997, income of individuals from the transfer of shares in
listed companies continues to be temporarily exempted from individual income tax. The State
Administration of Taxation does not specify whether to continue to exempt individuals from personal
income tax on the income from the transfer of shares in listed company in the newly revised EIT Law
and Implementation Rules of the EIT Law.
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For Enterprise Investors

Under the EIT Law and its implementation rules, a non-PRC resident enterprise is subject to
enterprise income tax at the rate of 10% with respect to PRC-sourced income, including gains derived
from the disposal of shares in a PRC resident enterprise, if it does not have an establishment or premises
in the PRC or has an establishment or premises in the PRC but the PRC-sourced income is not actually
connected with such establishment or premises in the PRC. The aforementioned income tax payable by
non- PRC resident enterprises is subject to source withholding, and the payer is the withholding agent.
The tax shall be withheld by the withholding agent from the payment or due payment every time it is
paid or due. Such tax may be reduced or exempted under applicable tax treaties or arrangements.

Stamp Duty

According to the Stamp Duty Law of the People’s Republic of China (《中華人民共和國印花稅

法》), which was promulgated on 10 June 2021 and came into effect on 1 July 2022, the disposal of H
Shares by non-mainland China investors outside of the mainland China is not subject to the
requirements of the Stamp Duty Law of the People’s Republic of China.

REGULATIONS RELATING TO OVERSEAS OFFERING AND LISTING

On 17 February 2023, the CSRC promulgated the Trial Administrative Measures of the Overseas
Securities Offering and Listing by Domestic Enterprises (《境內企業境外發行證券和上市管理試行辦

法》) (the ‘‘Overseas Listing Trial Measures’’) and relevant five guidelines, which came into effect on
31 March 2023. According to the Overseas Listing Trial Measures, PRC domestic enterprises that seek
to offer and list securities in overseas markets, either in direct or indirect means (the ‘‘Overseas
Offering and Listing’’), are required to fulfil the filing procedure with the CSRC and submit filing
reports, legal opinions, and other relevant documents. Subject to specific circumstances, the Overseas
Listing Trial Measures require that, among other things, (i) initial public offerings or listings on
overseas markets shall be filed with the CSRC within three working days after the relevant application is
submitted overseas, (ii) subsequent securities offerings of an issuer on the same overseas market where
it has previously offered and listed securities shall be filed with the CSRC within three working days
after the offering is completed, and (iii) subsequent securities offerings or listings of an issuer on other
overseas markets other than where it has offered and listed securities shall be filed with the CSRC
within three working days after the relevant application is submitted overseas. If a PRC company fails to
complete the filing procedure or the filing documents submitted by a PRC company contain
misrepresentation, misleading statement or material omission, such PRC company may be subject to
order to rectify, warnings and fines, and its controlling shareholders, actual controllers, the person
directly in charge and other directly responsible persons may also be subject to fines.

Based on the foregoing, our PRC Legal Advisers are of the view that we need to complete the
filing procedures with the CSRC in connection with the [REDACTED] pursuant to the Overseas Listing
Trial Measures. We submitted a filing to the CSRC for application of the [REDACTED] and the
[REDACTED] on 5 January 2026.

The Overseas Listing Trial Measures also set forth the issuer’s reporting obligations in the event of
occurrence of material events (the ‘‘Material Events’’) after the Overseas Offering and Listing. If the
overseas offering and listing has been deemed as indirect Overseas Offering and Listing by PRC
domestic enterprises, the issuer shall make a detailed report to the CSRC within 3 working days after the
occurrence and public announcement of the relevant event: (i) change in controlling rights; (ii) being
subject to investigation, punishment or other measures by overseas securities regulatory authorities or
the relevant authorities; (iii) changing listing status or changing the listing board; or (iv) voluntary or
compulsory termination of listing. Besides, if any material change in the principal business and
operation of the issuer after its Overseas Offering and Listing makes the issuer no longer within the
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scope of record-filing, the issuer shall submit a special report and a legal opinion issued by a PRC
domestic law firm to the CSRC within 3 working days after the occurrence of the relevant change to
provide an explanation of the relevant situation. According to the Overseas Listing Trial Measures, the
PRC domestic enterprises engaging in Overseas Offering and Listing activities shall strictly comply with
the PRC laws, administrative regulations, and relevant provisions on foreign investment, state-owned
assets, industry regulation, overseas investment, etc., shall not disrupt domestic market order, and shall
not harm national interests, public interests and the legitimate rights and interests of domestic investors.
The PRC domestic enterprise that conducts Overseas Offering and Listing shall (i) formulate its articles
of association, improve its internal control system and standardise its corporate governance, financial
affairs and accounting activities in accordance with the PRC Company Law, the PRC Accounting Law
and other PRC laws, administrative regulations and applicable provisions; (ii) abide by the legal system
of the PRC on confidentiality and take necessary measures to implement the confidentiality
responsibility, shall not divulge any state secret or the work secrets of state authorities, and shall also
comply with laws, administrative regulations and the relevant provisions of the PRC where involved in
the overseas provisions of personal information and important data.

In addition, the Overseas Listing Trial Measures also provides the circumstances where the
Overseas Offering and Listing is explicitly prohibited, including: (i) such securities offering and listing
is explicitly prohibited by provisions in laws, administrative regulations and relevant state rules; (ii) the
Overseas Offering and Listing may endanger national security as reviewed and determined by competent
authorities under the State Council in accordance with law; (iii) the PRC domestic enterprise, or its
controlling shareholder(s) and the actual controller, have committed relevant crimes such as corruption,
bribery, embezzlement, misappropriation of property or undermining the order of the socialist market
economy during the latest three years; (iv) the PRC domestic enterprise is currently under investigations
for suspicion of criminal offences or major violations of laws and regulations, and no conclusion has yet
been made thereof; or (v) there are material ownership disputes over equity held by the controlling
shareholder(s) or by other shareholder(s) that are controlled by the controlling shareholder(s) and/or
actual controller.

On 24 February 2023, the CSRC together with National Administration of State Secrets Protection
and National Archives Administration of China have promulgated the Provisions on Strengthening the
Confidentiality and File Management of Domestic Enterprises Related to Overseas Issuance of Securities
and Listing (《關於加強境內企業境外發行證券和上市相關保密和檔案管理工作的規定》), according to
which, during the overseas offering and listing activities of domestic enterprises, domestic enterprises,
securities companies and securities service providers providing corresponding services shall strictly
abide by the relevant PRC laws and regulation as well as the requirements of the provisions, enhance
legal awareness of guarding state secrets and strengthening the management of archives, establish and
complete systems for confidentiality and archives work, employ necessary measures to implement the
responsibility for confidentiality and archives management, and shall not divulge state secrets and work
secrets of state organs, and shall not harm the interests of state and the public. If domestic enterprises
provide or publicly disclose to relevant securities companies, securities service institutions, overseas
regulatory agencies and other parties, or provide or publicly disclose documents and materials involving
state secrets or state organ work secrets through the issuer, they shall report the matters to the competent
authorities for examination and approval, and file them with the department for the administration and
management of state secrets at the same level for the record.

FUND MANAGEMENT FOR OVERSEAS LISTING OF DOMESTIC ENTERPRISES

The PBOC and the SAFE promulgated the Notice on Issues Concerning the Management of Funds
for Overseas Listing of Domestic Enterprises (hereinafter referred to as ‘‘Circular 252’’) on December
24, 2025, which was implemented on April 1, 2026. According to Circular 252, a joint stock limited
company registered in the territory that directly issues securities overseas or issues overseas depository
receipts (‘‘Overseas Listing’’) upon filing with the CSRC shall, within 30 working days from the first
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trading day of its Overseas Listing or upon completion of the over-allotment, take relevant materials to
the competent bank at its place of registration to apply for Overseas Listing registration; funds raised
from Overseas Listing shall, in principle, be repatriated to the territory in a timely manner. If the funds
raised by a domestic enterprise from Overseas Listing are repatriated in foreign currency, they shall be
remitted to the capital account — settlement account for deposit and use, and can be settled at its
discretion; if repatriated in RMB, they can be remitted to the capital account — settlement account or
domestic RMB bank settlement account for deposit and use; the use of funds raised from Overseas
Listing shall be consistent with the relevant contents listed in publicly disclosed documents such as the
document or corporate bond offering circular, shareholders’ circular, resolutions of the board of
directors or shareholders’ general meeting.

H-share Full Circulation

‘‘Full circulation’’ means listing and circulating on the stock exchange of the domestic unlisted
shares of an H-share listed company, including unlisted domestic shares held by domestic shareholders
prior to overseas listing, unlisted domestic shares additionally issued after overseas listing, and unlisted
shares held by foreign shareholders. On 14 November 2019, the CSRC issued the Guidelines for the
‘‘Full Circulation’’ Programme for Unlisted Shares of H-share Listed Companies (《H股公司境內未上市

股份申請「全流通」業務指引》) (the ‘‘Guidelines for the Full Circulation’’), which was partly revised
on 10 August 2023 according to the Decision on Revising and Abolishing Part of Securities and Futures
Policy Documents by CSRC (《中國證券監督管理委員會關於修改、廢止部分證券期貨制度文件的決

定》).

According to the Guidelines for the Full Circulation, shareholders of domestic unlisted shares may
determine by themselves through consultation the amount and proportion of shares, for which an
application will be filed for circulation, provided that the requirements laid down in the relevant laws
and regulations and set out in the policies for state-owned asset administration, foreign investment and
industry regulation are met, and the corresponding H-share listed company may be entrusted to file the
said application for full circulation. To apply for full circulation, an H-share listed company shall file
the application with the CSRC according to the administrative filing procedures necessary for the
Overseas Listing Trial Measures. After the application for full circulation has been approved by the
CSRC, the H-share listed company shall submit a report on the relevant situation to the CSRC within 15
days after the registration with CSDCC of the shares related to the application has been completed. On
31 December 2019, CSDCC and the Shenzhen Stock Exchange (‘‘SZSE’’) jointly announced the
Measures for Implementation of H-share Full Circulation Business (《H股「全流通」業務實施細則》)
(the ‘‘Measures for Implementation’’). The businesses in relation to the H-share full circulation
business, such as cross-border transfer registration, maintenance of deposit and holding details,
transaction entrustment and instruction transmission, settlement, management of settlement participants,
services of nominal holders, etc. are subject to the Measures for Implementation.

The Guidelines to the Programme for ‘‘Full Circulation’’ of H-shares of Shenzhen Branch of China
Securities Depository and Clearing Corporation Limited (《中國證券登記結算有限責任公司深圳分公司

H股「全流通」業務指南》) was issued by Shenzhen Branch of CSDC on 20 September 2024, and were
revised on 30 June 2025, which are applicable to the business preparation, cross-border share transfer
registration and overseas centralised custody, the initial maintenance of details of domestic shareholding
and the maintenance of its changes, corporate actions, clearing, settlement and risk management
measures. On 20 September 2024, China Securities Depository and Clearing (Hong Kong) Company
Limited also issued the H-Share Full Circulation Business Guide of China Securities Depository and
Clearing (Hong Kong) Limited (《中國證券登記結算(香港)有限公司H股「全流通」業務指南》), which
is applicable to businesses such as share custody and depository, agent service, arrangement for
settlement and delivery, and risk management measures.

REGULATORY OVERVIEW

– 88 –

THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE
INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED ‘‘WARNING’’ ON THE
COVER OF THIS DOCUMENT.


