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TAXATION OF SECURITY HOLDERS

Income tax and capital gains tax of holders of the H shares is subject to the laws and
practices of the PRC and of jurisdictions in which holders of the H shares are resident or
otherwise subject to tax. The following summary of certain relevant taxation provisions is
based on current laws and practices and has not taken in to account the expected change or
amendment to the relevant laws or policies and does not constitute any opinion or advice. The
discussion does not deal with all possible tax consequences relating to an investment in the H
shares, nor does it take into account the specific circumstances of any particular investor, some
of which may be subject to special regulation. Accordingly, you should consult your own tax
adviser regarding the tax consequences of an investment in the H shares. The discussion is
based upon laws and relevant interpretations in effect as of the Latest Practicable Date, all of
which are subject to change or adjustment and may have retrospective effect.

This discussion does not address any aspects of PRC taxation other than income tax,
capital gains tax and profits tax, sales tax, value-added tax, stamp duty and estate duty.
Prospective investors are urged to consult their financial advisers regarding the PRC and other
tax consequences of owning and disposing of the H shares.

TAXATION IN MAINLAND CHINA
Tax on Dividends
Individual Investors

Pursuant to the Individual Income Tax Law of the PRC ( {3 A\ R ILA B A f5Fi
%) ) (the “IIT Law”), promulgated by the SCNPC on September 10, 1980, most recently
amended on August 31, 2018 and came into effect on January 1, 2019, and the Implementation
Rules of the Individual Income Tax Law of the People’s Republic of China ( (% A RILHN
B E A Fr S BLA B EM ) ) promulgated by the State Council on January 28, 1994, most
recently revised on December 18, 2018 and came into effect on January 1, 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, pursuant to Notice on Issues Relating to Differentiated Individual Income
Tax Policies for Dividends and Bonuses of Listed Companies ( B 12 &) B ALF) 22 F
ARAR N BT A58 B 3 A5 BE ) BB 48 A1) ), jointly issued by the MOF, the STA and the CSRC on
September 7, 2015 and came into effect on September 8, 2015, for shares of listed companies
obtained by individuals via public offerings and market transfer and held for more than one
year, the income from dividends and bonuses thereof shall temporarily be exempt from
individual income tax; for shares of listed companies obtained by individuals via public
offerings and market transfer and held for less than one month (including one month), the
income from dividends and bonuses thereof shall be fully included in the individual’s taxable
income amount; where the shares are held for a period from one month up to one year
(including one year), 50% of the income from dividends and bonuses therefrom shall
temporally be included in the individual’s taxable income amount; the aforesaid income shall
be subject to individual income tax based on 20% tax rate on a unified basis.
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Enterprise Investors

Pursuant to the Enterprise Income Tax Law of the PRC ( ("3 A\ RN 1> 3 r 15 8
%) ), promulgated by the SCNPC on March 16, 2007, most recently amended on December
29, 2018 with immediate effect, and the Implementation Rules of the Enterprise Income Tax
Law ( (e A RILFNE A 2E 3 BA E e M]) ), promulgated by the State Council on
December 6, 2007, most recently revised on December 6, 2024, and came into effect on
January 20, 2025, a non-resident enterprise is subject to a 10% EIT 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 (a) do not have an establishment or place of business in
China, or (b) have an establishment or place of business in China, but the relevant income is
not effectively connected with the establishment or place of business to the extent such
dividends and gains are derived from sources within China. 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 ( B4 i B /& RuA 2E B S H R IF J R A SEMRIR 38 i B
RANCE A E TS BLA BRI 4EHT) ) issued by the STA and effective on November 6,
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.

Tax arrangement

Pursuant to the Arrangement between the Mainland China and the Hong Kong Special Ad
Pursuant to the Arrangement between the Mainland of 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 ( < [Ab B 7 J5 45 1l 47 I [ B 72 36 T 715 2k 4 B i B
FBh IE TR ABLAIZHE) the “Double Tax Avoidance Arrangement”), signed by the Mainland of
China and the Hong Kong Special Administrative Region on August 21, 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.

However, 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 ( B ZHiH5 4 )= B A < A i 1
T VAR AT IR [ R 7 3 i 15 ke 4 8 sl OB A B 1 I Bl ) 22 BE> 25 TLekoE &) ) (the  “Fifth
Protocol”), issued by the STA and effective on December 6, 2019, provides that such
provisions shall not apply to arrangements or transactions made for one of the primary
purposes of obtaining such tax benefits.

—III-2 -



THIS DOCUMENT IS IN DRAFT FORM. THE INFORMATION CONTAINED HEREIN IS INCOMPLETE AND IS SUBJECT TO
CHANGE. THIS DOCUMENT MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE
COVER OF THIS DOCUMENT.

APPENDIX III TAXATION AND FOREIGN EXCHANGE

Tax Treaties

Non-resident investors residing in jurisdictions which have entered into treaties or
adjustments for the avoidance of double taxation with the PRC might be entitled to a reduction
of the Chinese corporate income tax imposed on the dividends received from PRC companies.
Non-resident enterprises entitled to preferential tax rates in accordance with the relevant
taxation treaties or arrangements are required to apply to the Chinese tax authorities for a
refund of the corporate income tax in excess of the agreed tax rate, and the refund application
is subject to approval by the Chinese tax authorities.

Tax on Gains from Share Transfer
Individual Investors

Pursuant to the IIT Law and its implementation rules, individuals are subject to IIT at the
rate of 20% on gains realized on the sale of equity interests in PRC resident enterprises.

Pursuant to the Circular of the MOF and STA on Declaring that Individual Income Tax
Continues to Be Exempted over Individual Income Tax from Transfer of Shares ( {BFEHD
I 50 5 A B A A B P A AR A S s IR T A B3 ) ) (the “Circular 617)
issued by the MOF and SAT on March 30, 1998, from January 1, 1997, gains of individuals
from the transfer of shares of listed companies continue to be exempted from individual income

tax.

Pursuant to Announcement about the Catalog of Preferential Individual Income Tax
Policies with Continued Effect ( CFABUES ~ B 5815 4 =) Bl 1 A AE AT 2500 I8 A BT 75 50 48 L
K HERM ) ), issued by the MOF and STA on December 29, 2018, the Circular 61 will
continue to be effective.

Enterprise Investors

Pursuant to the EIT Law and its implementation rules, a non-resident enterprise is
generally subject to EIT at the rate of a 10% on PRC-sourced income, including gains derived
from the disposal of equity interests in a PRC resident enterprise, if it does not have an
establishment or premise in the PRC or has an establishment or premise in the PRC but its
PRC-sourced income has no real connection with such establishment or premise. Such income
tax payable for non-resident enterprises are deducted at source, where the payer of the income
is required to withhold the income tax from the amount to be paid to the non-resident
enterprise. Such tax may be reduced or exempted pursuant to relevant tax treaties or
agreements on avoidance of double taxation.
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Taxation Policy of Shanghai-Hong Kong Stock Connect

Pursuant to the Notice of the Ministry of Finance, the State Administration of Taxation
and the China Securities Regulatory Commission on the Tax Policies Related to the Pilot
Program of the Shanghai-Hong Kong Stock Connect (Cai Shui [2014] No. 81) ( {HfEHE -
FRUG AR ~ v B o B P B A U T R S T 35 58 B e L o kA B B
FIMEAT) ) jointly issued by the MOF, the STA and the CSRC on October 31, 2014 and came
into effect on November 17, 2014, for dividends and bonus income obtained by mainland
individual investors investing in H shares listed on the HKSE through Shanghai-Hong Kong
Stock Connect, the H-share companies shall apply to China Securities Depository and Clearing
Corporation Limited (the “CSDC”) for the register of Mainland individual investor, based on
which the H-share companies shall withhold IIT at the rate of 20%.

Income from share dividend derived by Mainland China corporate investors from
investment in shares listed on the HKSE through the Shanghai-Hong Kong Stock Connect shall
be included in their total income and be subject to enterprise income tax pursuant to the law.
Income from share dividend derived by a Mainland China resident enterprise for holding H
shares over 12 consecutive months shall be exempted from enterprise income tax pursuant to
the law. The H shares company is not required to withhold income tax on share dividend for
its Mainland China corporate investors, and the corporate investors shall make declaration and
payment for the tax payable amount voluntarily.

Pursuant to the Announcement on Continuing the Implementation of the Individual
Income Tax Policies Concerning the Shanghai-Hong Kong Stock Connect and the Shanghai-
Hong Kong Stock Connect and the Mutual Recognition of Funds between Mainland China and
Hong Kong ( B LA B IR WS ~ VRS I S5 11T 8528 ) B 5k B 408 M ol R AQ iy BEL A 4 R 4 0
B AT BB R 225 ) ) jointly issued by the MOF, the STA and the CSRC on August 21,
2023 with immediate effect, the transfer spread income derived by mainland individual
investors from investing in shares listed on the HKSE through Shanghai-Hong Kong Stock
Connect shall continue to be exempted from individual income tax until December 31, 2027.

Taxation Policy of Shenzhen-Hong Kong Stock Connect

Pursuant to the Notice on the Tax Policies Related to the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (Bl A R 5 B 52 117 55 28 ) B Ik B Aa e ol w380 A7 BB SLEL
YD ), jointly issued by the MOF, the STA and the CSRC on November 5, 2016 and
came into effect on December 5, 2016, for dividends and bonus income obtained by mainland
individual investors investing in H shares listed on the HKSE through Shenzhen-Hong Kong
Stock Connect, the H-share companies shall apply to China Securities Depository and Clearing
Corporation Limited (the “CSDC”) for the register of Mainland individual investor, based on
which the H-share companies shall withhold IIT at the rate of 20%.
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Income from dividends and bonuses derived by a corporate investor in Mainland China
from investment in shares listed on the HKSE through Shenzhen-Hong Kong Stock Connect
shall be included in the total income amount, and subject to enterprise income tax pursuant to
the law. Income from dividends and bonuses derived by a Mainland China resident enterprise
for H shares held for 12 months consecutively shall be exempted from enterprise income tax
pursuant to the law. The H shares company shall not withhold income tax on dividends and
bonuses for corporate investors in Mainland China, and the tax payable amount shall be
declared and paid by the corporate investor.

Pursuant to the Announcement on Continuing the Implementation of the Individual
Income Tax Policies Concerning the Shanghai-Hong Kong Stock Connect and the Shenzhen-
Hong Kong Stock Connect and the Mutual Recognition of Funds between Mainland China and
Hong Kong ( Bl A B IR M - TRUS ISR 173558 b W EL 78 ot R g B P 2 2 LR AT
B TS BEECR 9245 ) ), jointly issued by the MOF, the STA and the CSRC on August 21,
2023 with immediate effect, the transfer spread income derived by mainland individual
investors from investing in shares listed on the HKSE through Shenzhen-Hong Kong Stock
Connect shall continue to be exempted from individual income tax until December 31, 2027.

Stamp Duty

According to the Stamp Duty Law of the PRC ( (H#E NRILFEIEDIEREL) ),
promulgated on June 10, 2021 and came into effect on July 1, 2022, PRC stamp duty only
applies to specific taxable document executed or received within the PRC, having legally
binding force in the PRC and protected under the PRC laws, thus the requirements of the stamp
duty imposed on the transfer of shares of PRC listed companies shall not apply to the
acquisition and disposal of H Shares by non-PRC investors outside of the PRC.

Estate Duty

As of the date of this document, no estate duty has been levied in the PRC under the PRC
laws.

MAJOR TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax

Pursuant to the Enterprise Income Tax Law of the PRC ( 1 3E A R I:ANE {2 Pr 5Bl
%) ), promulgated by the SCNPC on March 16, 2007, most recently amended on December
29, 2018 with immediate effect, and the Implementation Rules of the Enterprise Income Tax
Law ( (P A RN E ST BUIA B e 1) ), promulgated by the State Council on
December 6, 2007, most recently revised on December 6, 2024, and came into effect on
January 20, 2025, a resident enterprise is subject to a EIT rate of 25% on their income derived
from both within and outside the territory of PRC. A resident enterprise refers to an enterprise
established in accordance with the laws within the territory of the PRC, or an enterprise
established under the laws of a foreign country (or region) but with its actual management
institution located within the territory of PRC.
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Pursuant to the Administrative Measures for Determination of High and New Tech
Enterprises ( iy 423E52 ¢ EHHHL) ), promulgated by the Ministry of Science and
Technology, the MOF and the STA on April 14, 2008, amended on January 29, 2016 and came
into effect on January 1, 2016, an enterprise recognized as a high and new technology
enterprise may apply for a preferential EIT rate of 15% pursuant to the relevant requirements
of the EIT Law.

Pursuant to the Announcement of the Ministry of Finance and the State Taxation
Administration on the Relevant Tax and Fee Policies for Further Supporting the Development
of Micro and Small Enterprises and Individual Industrial and Commercial Households ( I
F0 I ZEBs AEUR B A 2 — 28 SRR/ MM SN RS 78 5 8 A B B BUR I 2245 ) ), issued
on Aug 2, 2023, the taxable income of a small low-profit enterprise shall be calculated at the
reduced rate of 25%, and the policy of payment of EIT at the rate of 20% shall continue to be
implemented until December 31, 2027.

Value-added Tax

Pursuant to Value-added Tax Law of the PRC ( {H#E NRILFEIE(ERLTL) |, the “VAT
Law”), promulgated on December 25, 2024, and came into effect on January 1, 2026, entities
and individuals that sell goods or labor services of processing, repair or replacement, selling
services, intangible assets, or immovables, or import goods within the territory of PRC are
taxpayers of VAT, and shall pay VAT in accordance with law. Unless otherwise stipulated, the
VAT rate is 13% for taxpayers that sell goods, provide processing, repair and replacement
services, tangible movables leasing services or import goods; 9% for taxpayers that sell
transport services, postal services, basic telecommunications, buildings, or real property
leasing services, sell real property, transfer land use rights, or sell or import the goods listed
in the VAT Law; unless otherwise stipulated, 6% for taxpayers that sell services or intangible
assets; 0% for Taxpayers that export goods or sell services or intangible assets across borders
within the scope specified by the State Council.

Pursuant to the Provisional Regulations of the PRC on VAT ( H#E A R LA B0 B (B B 7
WATWB) ), promulgated by the State Council on November 19, 2017 and repealed by the
aforementioned VAT Law, unless otherwise stipulated, the VAT rate is 17% for taxpayers
selling goods, labor services, or tangible movable property leasing services or importing goods;
11% for taxpayers selling transportation, postal, basic telecommunications, construction, or
immovable leasing services, selling immovables, transferring land use rights, or selling or
importing specific goods; unless otherwise stipulated, 6% for taxpayers selling services or
intangible assets.

Pursuant to Announcement on Policies for Deepening the VAT Reform ( B EALHE(E
Biolo A BRI /A4 ) ), jointly promulgated by the Ministry of Finance, the State
Administration of Taxation (the “SAT”) and the General Administration of Customs on 20
March 2019 and came into effect on April 1, 2019, the tax rate of 16% and 10% originally
applicable to general VAT taxpayers’ VAT taxable sales or goods import shall be adjusted to
13% and 9%, respectively.
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FOREIGN EXCHANGE ADMINISTRATION IN THE PRC

The lawful currency of the PRC is the RMB. The State Administration of Foreign
Exchange (the “SAFE”), authorized by the People’s Bank of China (the “PBOC”), is
empowered with the functions of administering all matters relating to foreign exchange,
including the enforcement of foreign exchange regulations.

Pursuant to the Foreign Exchange Control Regulations of the PRC ( {1 #E A &A= S
REAE PR MBI) ), promulgated by State Council in January 29, 1996, and most recently amended
on August 5, 2008 with immediate effect, all international payments and transfers are classified
into current account items and capital account items. The PRC does not impose restrictions on
payments of current account items, such as profit distributions, interest payments and trade and
service-related foreign exchange transactions. By contrast, approval from or registration with
appropriate government authorities is required where RMB is to be converted into foreign
currency and remitted out of China to pay capital account items, such as direct investments,
repayment of foreign currency-denominated loans, repatriation of investments and investments
in securities outside of China.

Pursuant to the Notice of Issues concerning the Foreign Exchange Administration of
Overseas Listing ( CBAAYEAL BT AR PG BAR EAYEA) ), issued by the State
Administration of Foreign Exchange (the “SAFE”) on December 26, 2014 with immediate
effect, a domestic company shall, within 15 working days after the completion of its overseas
listing, go through the registration of overseas listing with the foreign exchange bureau at its
place of registration. Funds raised from overseas listing of a domestic company may be
repatriated to China or deposited overseas, and the usage of funds shall be consistent with the
relevant contents set out in the document document or disclosure documents such as the
corporate bonds offering documentation, shareholders’ circular and the board of directors or
shareholders’ general meeting resolution.

Pursuant to Notice of the State Administration of Foreign Exchange on Policies for
Reforming and Regulating the Control over Foreign Exchange Settlement under the Capital
Account (B A HCHE AR A AR B S 45 A FRIBUR 948 A1) ), issued by the SAFE on June 9,
2016 and most recently amended by Notice on Further Deepening the Reform to Facilitate
Cross-border Trade and Investment ( B —2 TR IS5 S 5 BE (8 A b 1 48
A1) ) on December 4, 2023 with immediate effect, certain categories of capital account foreign
exchange income (including, but not limited to, foreign exchange capital, foreign debt funds,
and repatriated funds from overseas listings), which have been explicitly designated for
“voluntary settlement” by relevant policy, may be converted into local currency at banks based
on the actual operational needs of the domestic entity. Where existing regulations impose
restrictive provisions on the settlement of capital account foreign exchange income for
domestic entities, those regulations shall prevail. The ratio for voluntary settlement of capital
account foreign exchange income by domestic entities is temporarily set at 100%. The SAFE
may adjust the aforementioned ratio in a timely manner based on the balance of payments
situation. When handling each foreign exchange settlement transaction for a domestic entity
under the settlement-upon-payment principle, the bank shall review the authenticity and
compliance of the usage of funds from the entity’s previous settlement transaction (whether
conducted as voluntary settlement or settlement upon payment).
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