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APPENDIX III TAXATION AND FOREIGN EXCHANGE

TAXATION OF SECURITY HOLDERS

Income tax and capital gains tax of holders of H shares are subject to the laws and practices of the PRC
and of the jurisdictions in which holders of H shares are resident or otherwise subject to tax. The following
summary of certain relevant taxation provisions is based on current laws and practices, has not taken into
account the possible 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. Therefore, you should consult your own tax advisor 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, 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 investor

According to the Individual Income Tax Law of the PRC (2018 Amendment) (<3 A R ILA0 B (8 A Fr 5
Bii%)), and the Implementation Regulations of the Individual Income Tax Law of the PRC (2018 Revision) ({
#e N B SN B AE BT 15 B S B i 491)), dividends distributed by PRC enterprises to individuals shall be subject
to individual income tax levied at a flat rate of 20%. Meanwhile, According to the Circular on Issues Concerning
Differentiated Individual Income Tax Policies on Dividends and Bonuses of Listed Companies (B /2 A
J ELAL A 26 B AR 97 A5 88 BUR AT BRI [ 4 %0 )) (Cai Shui [2015] No. 101), if the holding period is more
than one year, the dividends and bonus income shall be temporarily exempted from individual income tax.
Where an individual holds shares of a listed company from the public offering and market transfer, 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 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 (/A1
0 W R I A T B L [ S iy 45 2 £ B OB RN B TR B % HE)), signed on August 21, 2006 and effective
from December 8, 2006, the government may levy taxes on dividends paid by a PRC company to Hong Kong
residents (including natural persons and legal entities), in an amount not exceeding 10% of the total dividends
payable by the PRC company; however, if the Hong Kong resident directly owns at least 25% of the capital of
the company paying the dividends, the amount shall not exceed 5% of the total dividends payable by the PRC
company.

Pursuant to the Notice of the State Administration of Taxation on Issues Relevant to the Withholding of
Enterprise Income Tax on Dividends Paid by PRC Resident Enterprises to Offshore Non-resident Enterprise
Holders of H Shares (BZBHs 48 5 B A rf B J& B A 28 ) 35 AN H I JE J B A 25 I Uk 88 i S A Fn AR B 2 i 15
BiATBA R E R EN)) (Guo Shui Han [2008] No. 897), when PRC resident enterprises distribute dividends for
2008 and subsequent years to offshore non-resident enterprise holders of H shares, enterprise income tax shall be
uniformly withheld and paid at a tax rate of 10%.

- III-1 -



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

APPENDIX III TAXATION AND FOREIGN EXCHANGE

Corporate investor

In accordance with the Enterprise Income Tax Law of the PRC (2018 Amendment) ({3 A R0 3 1> 23
8 Fii%)) (“EIT Law”), and the Regulations for the Implementation of the Enterprise Income Tax Law of the
PRC (2024 Revision) ({H1#E A R IHFNE 3 58015 B E#4491)), non-resident enterprises that have not
established an institution or a place of business in China, or that have established an institution or a place of
business but the income derived therefrom has no actual connection with such institution or place of business,
shall pay enterprise income tax on their income sourced from within China. Generally, enterprise income tax
shall be paid on income sourced from within China (including dividends paid by PRC resident enterprises whose
shares are issued and listed in Hong Kong) at a reduced rate of 10%. Income tax payable by non-resident
enterprises shall be subject to withholding at source, with the payer acting as the withholding agent. Such
withholding tax shall be withheld by the withholding agent from the amount paid or amount due and payable
upon each payment or payment due and payable.

Tax Treaty

Non-resident investors residing in jurisdictions which have entered treaties or adjustments for the
avoidance of double taxation with the PRC might be entitled to a reduction of the PRC corporate income tax
imposed on the dividends received from PRC companies. Non-resident enterprises enjoying preferential tax rates
under relevant tax treaties or arrangements must apply to the PRC tax authorities for a refund of enterprise
income tax exceeding the treaty tax rate. The refund application shall be subject to verification by the PRC tax
authorities.

TAXATION ON PROCEEDS FROM SHARE TRANSFERS
Tax on Dividends

According to the Individual Income Tax Law of the PRC (2018 Amendment) (% A R LA {8 A BT 15
L)) and the Regulations for the Implementation of the Individual Income Tax Law of the PRC (2018
Revision) (H#E A R ILFNE A 3 A A B B % 1)), income from interest, dividends, and bonuses is subject
to a proportional tax rate of 20%.

Pursuant to the Notice of the Ministry of Finance and the State Administration of Taxation on the
Continued Temporary Exemption of Individual Income Tax on Income from Individual Transfer of Shares ({}f
AU 2 R T 5 A SR I I 1 T s 22 T A5 M A S B IR AT AR BLA A D)) (Cai Shui Zi [1998] No. 61),
starting from January 1, 1997, individual income tax on income derived by individuals from the transfer of
shares of listed companies shall continue to be temporarily exempted.

According to the Notice of the Ministry of Finance, the State Administration of Taxation, and the China
Securities Regulatory Commission on Issues Concerning the Levy of Individual Income Tax on Income from
Transfer of Restricted Shares of Listed Companies (B8 ASEEE i /A &) BRI A 45 ool B 15 804 B
SERMEFN)) (Cai Shui [2009] No. 167) and the Supplementary Notice on Issues Concerning the Levy of
Individual Income Tax on Income from Transfer of Restricted Shares of Listed Companies (BB A #EE
7 ) BRI T A5 AR N BT A5 B AT A R B A 4 7R 4 K1) (Cai Shui [2010] No. 70), effective from January 1,
2010, income derived by individuals from the transfer of restricted shares shall be subject to individual income
tax at a proportional tax rate of 20% under “income from asset transfer”. Individual income derived from the
transfer of shares of listed companies obtained from public offerings and the transfer market on the Shanghai
Stock Exchange and Shenzhen Stock Exchange shall continue to be exempt from individual income tax.
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As of the Latest Practicable Date, the aforesaid provision has not expressly stipulated whether individual
income tax shall be levied on individuals transferring shares of PRC resident enterprises listed on overseas stock
exchanges.

Corporate investor

Under the EIT Law and its implementation rules, a non-PRC resident enterprise is subject to enterprise
income tax at a rate of 10% on PRC-sourced income, including gains from the disposal of shares in a PRC
resident enterprise, if it does not have an establishment or premises in the PRC or if it has an establishment or
premises in the PRC but the PRC-sourced income is not effectively connected to them. This income tax payable
by non-PRC resident enterprises is subject to withholding at source, with the payer acting as the withholding
agent. The withholding agent must deduct the tax from each payment or amount due at the time of payment or
when it becomes due. Such tax may be reduced or exempted under applicable tax treaties or agreements.

Shanghai-Hong Kong Stock Connect Taxation Policy

Pursuant to the Notice on Tax Policies Concerning the Pilot Program of Shanghai-Hong Kong Stock
Market Connect ({FABUHR ~ B BLH 4 ey ~ v B0 a8 o B B8 L2 B & B 7 U8 v JE 22 713 35 0 W 8 A ol s, 228 A BB
BIURBCR A4 A1)) (Cai Shui [2014] No. 81) issued by the Ministry of Finance, the State Taxation
Administration, and the China Securities Regulatory Commission, individual mainland investors are temporarily
exempt from individual income tax on capital gains derived from investments in Hong Kong Stock Exchange-
listed shares through Shanghai-Hong Kong Stock Connect, effective from November 17, 2014 to November 16,
2017. The income from the transfer price difference obtained by corporate investors of the mainland of China
investing in stocks listed on the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connect is
included in their total income and enterprise income tax is levied on such income in accordance with the law.
For dividends obtained by individual mainland investors from investment in H shares listed on the Hong Kong
Stock Exchange through Shanghai-Hong Kong Stock Connect, the H-share company shall apply to China
Securities Depository and Clearing Co., Ltd. (hereinafter referred to as ChinaClear), which will then provide the
H-share company with the register of individual mainland investors, and the H-share company shall withhold
individual income tax at the rate of 20%. For dividends obtained by individual mainland investors from investing
in non-H shares listed on the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connect,
ChinaClear shall withhold individual income tax at the rate of 20%. Individual investors who have paid
withholding tax abroad may apply for tax credits at the competent tax authorities in China with valid tax
deduction certificates. For the dividends and bonuses obtained by mainland securities investment funds from
investing in shares listed on the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connect,
individual income tax will be levied pursuant to the provisions mentioned above. The income from dividends
obtained by mainland enterprise investors investing in stocks listed on the Hong Kong Stock Exchange through
Shanghai-Hong Kong Stock Connect is included in their total income, and enterprise income tax shall be levied
in accordance with the law. Among them, dividends received by mainland Chinese resident enterprises that have
continuously held H-shares for 12 months shall be exempted from enterprise income tax in accordance with the
law. H-share companies listed on the Hong Kong Stock Exchange should submit an application to China
Securities Depository and Clearing Corporation Limited (CSDC). CSDC will then provide the H-share companies
with a register of mainland enterprise investors. H-share companies will not withhold income tax on dividends
obtained by mainland enterprise investors, and the tax payable shall be declared and paid by the enterprises
themselves. When mainland enterprise investors file and pay enterprise income tax themselves, they may apply
for a tax credit in accordance with the law for the income tax on dividends that has been withheld by non-H-
share listed companies on the Hong Kong Stock Exchange.
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According to the Announcement on the Continuation of the Individual Income Tax Policy for the Shanghai-
Hong Kong Stock Connect, Shenzhen-Hong Kong Stock Connect, and Mutual Recognition of Funds between the
Mainland and Hong Kong (A GEAE E MiIE WS - VR WS M S5 11 2538 B ‘B W E0 408 A ) R A b, B VA R 4 BT TR
i N3 BB 19245 )) (Ministry of Finance, State Taxation Administration, China Securities Regulatory
Commission Announcement No. 23 of 2023), the individual income tax policies concerning the continuation of
the Shanghai-Hong Kong Stock Connect (hereinafter referred to as Shanghai-Hong Kong Stock Connect),
Shenzhen-Hong Kong Stock Connect (hereinafter referred to as Shenzhen Hong Kong Stock Connect), and
Mutual Recognition of Funds between the Mainland and Hong Kong (hereinafter referred to as Mutual
Recognition of Funds) are hereby announced as follows: I. Individual income tax will continue to be temporarily
exempted on capital gains derived by mainland individual investors from investments in shares listed on the
Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect, and on capital gains derived from the trading of Hong Kong fund units through mutual recognition of
funds. II. This announcement is effective until December 31, 2027.

Stamp Duty

Pursuant to the Stamp Duty Law of the PRC ((# NRILFE ENfERIL)), the disposal of H-shares by
non-mainland investors outside of the mainland China is not subject to the requirements of the Stamp Duty Law
of the PRC.

Estate Duty

According to the laws of the PRC, no estate duty is currently levied in mainland China.
MAJOR TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax

In accordance with the EIT Law its implementation rules, enterprises established in the territory of China
according to law, or enterprises established under the laws of a foreign country (region) but whose actual
management body is within the territory of China, shall pay enterprise income tax on their income derived from
both within and outside the territory of China. The enterprise income tax rate is 25%. Qualified small low-profit
enterprises shall be subject to enterprise income tax at a reduced rate of 20%. High-tech enterprises that are key
enterprises supported by the State shall be subject to enterprise income tax at a reduced rate of 15%.

Value-added tax

According to the Provisional Regulations of the PRC on Value-Added Tax (2017 Revision) ((H# A Rt
B (E R 17 61)), and the Implementation Rules of the Provisional Regulations of the PRC on Value-
Added Tax (2011 Revision) (€ A [0 B 1 (E 8L 17 9 B M40 1)), entities and individuals engaged in
the sale of goods, provision of processing, repair, and replacement services, sale of services, intangible assets,
real estate, or importation of goods within China are VAT taxpayers and shall pay value-added tax. The VAT
rate for sales or imports of goods by taxpayers is generally 17%, unless otherwise specified in the above
regulations. The Value-Added Tax Law of the PRC, promulgated by the Standing Committee of the National
People’s Congress on December 25, 2024, came into effect on January 1, 2026.

According to the Notice of the Ministry of Finance and the State Administration of Taxation on Adjusting
VAT Rates (CBAECHEB ~ Fi 55 48 5 B i i 5 M8 (E BB A4 H1)) (Cai Shui [2018] No. 32), if taxpayers engage in
VAT taxable sales or import goods, with the original applicable tax rates of 17% and 11%, the tax rates will be
adjusted to 16% and 10%, respectively.
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According to the Announcement by the Ministry of Finance, the State Administration of Taxation, and the
General Administration of Customs on Relevant Policies for Deepening Value-added Tax Reform (BAE(HS ~ i
BHAR - 1 BB B R AL B E R O A BBOR 245 ) |, if general VAT taxpayers engage in VAT taxable
sales or imported goods, with the original applicable tax rate of 16%, the tax rate will be adjusted to 13%; and
where the original 10% tax rate is applicable, the tax rate will be adjusted to 9%.

Foreign Exchange

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

According to the Regulations of the PRC on Foreign Exchange Control (2008 Revision) (€ #E A 3 A1
AR B A])), all international payments and transfers are categorized into current account items and capital
account transactions items. Mainland China does not impose restrictions on international payments and transfers
under current account items. Foreign exchange income from the current account of enterprises in mainland China
may be retained or sold to financial institutions engaged in the settlement and sale of foreign exchange in
accordance with relevant provisions of the State. The retention or sale of foreign exchange receipts under capital
accounts to financial institutions engaging in settlement and sale of foreign exchange shall be subject to the
approval of foreign exchange administrative authorities, unless otherwise stipulated by the State.

Pursuant to the Regulations on the Administration of Foreign Exchange Settlement, Sale, and Payment (%
BE - B [ K& AT IEE A Z)) (Yin Fa [1996] No. 210), the remaining restrictions on convertibility of foreign
exchange in respect of current account items are abolished while the existing restrictions on foreign exchange
transactions in respect of capital account items are retained.

According to the relevant laws and regulations of the PRC, PRC enterprises (including foreign-invested
enterprises) which require foreign exchange for transactions relating to current account items may, without the
approval of the SAFE, effect payment from their foreign exchange accounts at the designated foreign exchange
banks, on the strength of valid receipts and proof of transactions. Foreign-invested enterprise that need to
distribute profits to their shareholders in foreign exchange and Chinese enterprise that need to pay fixed
dividends in foreign exchange in accordance with the requirements shall pay from its foreign exchange account
or pay at the designated foreign exchange bank by a resolution of the board of directors on the distribution of
profits.

Pursuant to the Decision of the State Council on Canceling and Adjusting a Group of Administrative
Approval Items and Other Matters ([E 75 B B 5 BTH A 9 B — HEAT BU L IE H S HIHB P E)) (Guo Fa [2014]
No. 50), the administrative approval of the SAFE and its branches on matters concerning the repatriation and
settlement of foreign exchange of overseas-raised funds through overseas listing has been canceled.

According to the Circular of the SAFE on Relevant Issues Concerning the Foreign Exchange
Administration of Overseas Listing (B2 A1 e R B i 52 40 b i A0 MEAS 245 BA ) @ A48 N ) (Hui Fa [2014]
No. 54), the SAFE and its branches and the Foreign Exchange Management Department, or the Foreign
Exchange Bureau, supervise, manage and inspect the business registration, account opening and use, cross-border
income and expenditure, and capital exchange involved in the overseas listing of domestic companies. A
domestic company shall, within 15 working days after the completion of the overseas listing and issuance,
register the overseas listing with the local foreign exchange bureau. A domestic company (other than banking
financial institutions) shall, by virtue of its registration certificate for overseas listing business, open a “special
foreign exchange account for overseas listing of domestic companies” with a domestic bank for its initial
offering (or additional offering) and repurchase business to handle the remittance and transfer of funds for the
relevant business.
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According to the Notice of the State Administration of Foreign Exchange on Further Simplifying and
Improving Policies for the Foreign Exchange Administration of Direct Investment (%4} 4 B ) B it #E— 25
e MBS BB RE /N BLBUR 8 40)) (Hui Fa [2015] No. 13), the SAFE has canceled the confirmation of
foreign exchange registration of domestic or overseas direct investment. Instead, banks shall directly examine
and handle foreign exchange registration of domestic and overseas direct investment, and the SAFE and its
branch offices shall indirectly supervise the foreign exchange registration of direct investment through banks.

According to the Notice of the State Administration of Foreign Exchange on Reforming and Regulating
Management Policies of Settlement under Capital Account Items ([B 54 3 5y BH A ol & A0 AR A ' AR TH B &%
FEEE PR Y%A RN )) (Hui Fa [2016] No. 16), foreign currency earnings under capital account for which
voluntary exchange settlement policies have been clearly implemented (including the funds transferred back from
overseas listings) may be settled in banks according to actual business needs of domestic entities. The voluntary
settlement ratio of foreign currency earnings of domestic institutions under capital account is tentatively set at
100%, subject to adjustment by the SAFE in due time in accordance with international revenue and expenditure
situations.

Pursuant to Notice of the People’s Bank of China on Further Improving Cross-Border RMB Service
Policies to Promote Trade and Investment Facilitation (B A RER1T B — 25 52 3% N R 5 55 SE 75 BUR (e 4
E o &ALy )) (Yin Fa [2018] No. 3), RMB funds raised by domestic enterprises through share
issuance overseas may be remitted into China for domestic use as needed.

According to the Notice by the State Administration of Foreign Exchange Regarding Optimizing Foreign
Exchange Administration to Support Foreign Business Development (B 5 41 [ 45 P ) B i 48 AL A1 T4 B 2 15 15
HNEFSEE A )) (Hui Fa [2020] No. 8), on the premise of ensuring that the use of funds is true and
compliant and complies with the current regulations on the management of capital account income use, qualified
enterprises are allowed to use capital account income such as capital, foreign debt and overseas listing for
domestic payment without providing authenticity certification materials to banks on case-by case basis in
advance.

According to the Notice by the State Administration of Foreign Exchange of Further Deepening Reform
and Promoting Cross-border Trade and Investment Facilitation ([2 %4 [ & 35 & B i 4 — 25 TR AL Bl {2 e F5 45
B o E AR EANDY) (Hui Fa [2023] No. 28), the use of RMB funds derived from the capital, foreign
exchange income from foreign debts and their remittances by non-financial enterprises shall follow the principles
of truthfulness and self-consumption, and shall not be used, directly or indirectly, for expenditures prohibited by
laws and regulations of the State. Unless otherwise expressly provided, the funds shall not be used directly or
indirectly for investment in securities or other investment and financial management (except for wealth
management products and structured deposits with a risk rating of not more than Level 2); the funds shall not be
used to issue loans to unaffiliated enterprises (as well as in the case of those expressly permitted by the scope of
business and in the case of the China (Shanghai) Free Trade Pilot Zone Lingang New Area, the China
(Guangdong) Free Trade Pilot Zone Guangzhou Nansha New Area, the China (Hainan) Free Trade Harbor,
Yangpu Economic Development Zone, and Beilun District of Ningbo City, Zhejiang Province); and shall not be
used for the purchase of residential real estate for non-self-use (except for enterprises engaging in real estate
development and real estate leasing operations). Foreign exchange funds raised from overseas listings by
domestic enterprises can be directly transferred to the capital account settlement account. Funds in the capital
account settlement account can be independently converted and used.
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