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1. TAXATION OF SECURITIES HOLDERS

The income tax and capital gains tax applicable to holders of H Shares are determined in
accordance with the laws and practices of the PRC and those of the jurisdiction where any holder of our
H Shares is considered as a resident or is otherwise subject to taxation. The following summary of
certain provisions of relevant taxes is based on the current laws and practices and may be subject to
change. It does not constitute legal or tax advice. This discussion does not intend to address all possible
tax implications arising from an investment in H Shares, nor does it consider the specific circumstances
of any individual investors, which may be subject to special rules in certain respects. Accordingly, you
are advised to seek the advice of a tax advisor regarding the tax consequences of investing in H Shares.
The discussion is based on the laws and relevant interpretations in effect as of the date of this document,
which may be subject to change and may have retrospective effect.

This discussion only covers tax matters in the PRC and Hong Kong related to income tax, capital
tax, stamp duty, and estate duty. Prospective investors are advised to consult with their financial
advisors to fully understand the tax implications of owning and disposing of H Shares in the PRC and
Hong Kong, as well as any other relevant considerations.

Taxation on Dividend
° Individual Investors

In accordance with the Individual Income Tax Law of the PRC (2018 Amendment) (' #E A
RALFERE BT 381 (2018181E))) (the “IIT Law”), which was last revised on August 31,
2018, and effective from January 1, 2019 and the Implementation Provisions of the Individual
Income Tax Law of the PRC (2018 Revision) (2 A R AN B i A BT 5B B e ) (201818
%T)>>) , most recently amended on December 18, 2018, and effective from January 1, 2019,
dividends distributed by enterprises in PRC are generally subject to a 20% individual income tax.
For foreign individuals who are not tax residents of the PRC, dividend income received from a
PRC enterprise is typically taxed at a flat rate of 20%, unless a specific exemption is granted by
the State Council’s tax authority or a lower rate applies under a relevant tax treaty.

According to the Notice of the Ministry of Finance, the State Administration of Taxation and
the PRC Securities Regulatory Commission on Issues Related to the Differential Personal Income
Tax Policy for Dividends and Bonuses of Listed Companies ((HfBUEB - BIZBLFHE)R ~ & e #
Je b2 A B S AL A ZE IR A N BT A5 B B S AT B B LAY 4@ R0 ) issued by the Ministry of Finance
(the “MOF”), the State Taxation Administration (the “SAT”), and the PRC Securities Regulatory
Commission (the “CSRC”) on September 7, 2015, for individuals who obtain listed company
shares from the public issuance or transfer market, dividends received from shares held for more
than 1 year are temporarily exempt from personal income tax; dividends received from shares held
for a period of 1 month or less (including 1 month) are fully included in the taxable income;
dividends received from shares held for a period of more than 1 month but up to 1 year (including
1 year) are included in the taxable income at 50%; the above-mentioned income is subject to
personal income tax at a uniform rate of 20%.

According to the Circular of the MOF and the SAT on Certain Issues Concerning the Policies

of Individual Income Tax ((HABCGER ~ 1B 2 B %5 48 5y B AR\ BT 4588 45 T B00R B R A 48 1)), which
was jointly promulgated by the MOF and the SAT on May 13, 1994, overseas individuals are not
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required to pay individual income tax on dividends or bonuses received from foreign-invested
enterprises. On February 3, 2013, the State Council approved and promulgated the Notice of the
State Council Approving and Forwarding Certain Opinions of the Development and Reform
Commission and Other Departments on Deepening the Reform of the Income Distribution System
(I 5 B it s e i o 2 4 0 P R 7 TR AL A T 1) B P T R SR 48 %N D). On February 8,
2013, the General Office of the State Council promulgated the Notice of the General Office of the
State Council on the Key Work Division for Deepening the Reform of the Income Distribution
System (W5 5 H 23 8 B A G AL SO A 43 e ) B8 ok o 3 8 DA 4> LAY 4E A1), According to the
above two documents, the PRC government plans to cancel the tax exemption for dividends
received by foreign individuals from foreign-invested enterprises, and the MOF and the SAT are
responsible for formulating and implementing the details of the plan. However, the MOF and the
SAT have not yet formulated relevant implementation regulations or rules.

According to the Notice of the SAT on Issues Concerning Taxation and Administration of
Individual Income Tax After the Repeal of the Document (Guo Shui Fa [1993] No. 045) ((BIZHi
B A8 U5 R I B 5% 19931045 58 3C 1 B% 1E A% A B R A BT 15 B AU ) LA 78 1)) issued on June 28,
2011, domestic non-foreign-invested enterprises issuing shares in Hong Kong may, when
distributing dividends to overseas resident individuals in the jurisdiction of the tax treaty,
normally withhold individual income tax at the rate of 10%. For the individual holders of H Shares
receiving dividends who are citizens of countries that have entered into a tax treaty with the PRC
with tax rates lower than 10%, the non-foreign-invested enterprise whose shares are listed in Hong
Kong may apply on behalf of such holders for enjoying the lower preferential tax treatments, and,
upon approval by the tax authorities, the excessive withholding amount will be refunded. For the
individual holders of H Shares receiving dividends who are citizens of countries that have entered
into a tax treaty with the PRC with tax rates higher than 10% but lower than 20%, the non-foreign-
invested enterprise is required to withhold the tax at the agreed rate under the treaties, and no
application procedures will be necessary. For the individual holders of H Shares receiving
dividends who are citizens of countries without taxation treaties with the PRC or are under other
situations, the non-foreign-invested enterprise is required to withhold the tax at a rate of 20%.

Pursuant to the Arrangement between the Mainland of PRC 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 (< [AIHhFH 7 H5 455 Fll 47 IEKC i ] A 36 oy 715 2k 6 8 o AOd 1 97 1y T B
4 HE)) (the “Arrangement”), signed by the Central People’s Government of Mainland of PRC
and the Government of the Hong Kong 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. The Fifth Protocol
of the Arrangement between the Mainland of PRC 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 (€ CPAIHIFN A 4 I A7 L 5 B 7% 33 iy 75 28 G B 8 BB AN B LE T e B A 2 Bk 28
FHERER)) (the “Fifth Protocol”), issued by the SAT 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.

- II-2 -



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.

APPENDIX III TAXATION AND FOREIGN EXCHANGE

° Enterprise Investors

According to the Enterprise Income Tax Law of the PRC (2018 Amendment) (GEE YN
B A>T RLE (2018181E))) (the “EIT Law”) which was latest amended by the Standing
Committee of the National People’s Congress (the “SCNPC”) and implemented on December 29,
2018, and the Implementation Regulations for the Enterprise Income Tax Law of the PRC (2024
Revision) (3N RSN 1 25 18 BLIL B M9 (202448%]))) promulgated by the State
Council on December 6, 2007, and was last amended on December 6, 2024 and became effective
on January 20, 2025, a non-resident enterprise is generally subject to a 10% enterprise income tax
on PRC-sourced income (including dividends received from a PRC resident enterprise that issues
shares in Hong Kong), 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. The aforesaid income tax payable for non-resident enterprises is
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.

The withholding tax may be reduced or eliminated under an applicable treaty for the
avoidance of double taxation. Notice of the SAT on the Issues Concerning Withholding the
Enterprise Income Tax on the Dividends Paid by PRC Resident Enterprises to H-share Holders
Which Are Overseas Non-resident Enterprises (€[ 5<H0 7554 ) BH A v B 2 B A 3 1) 458 S H R I J=
PR A 2E 1 ROUR 38 IR B AR AR A A SE 15 B0 A B A48 %N )), which was promulgated by the SAT
and came into effect on November 6, 2008, further clarified that a PRC-resident enterprise must
withhold corporate income tax at a rate of 10% on the dividends of 2008 and onwards that it
distributes to overseas non-resident enterprise shareholders of H Shares. The Reply of the SAT on
the Imposition of Enterprise Income Tax on B-share and Other Dividends of Non-resident
Enterprises (€2 2B 55 48 =) B IF Ja B AR SE OIS B I 45 MR 32 B8 Al A 3 P 19 B Y R A 1L 7))
issued on July 24, 2009, further provides that any PRC resident enterprise listed on any overseas
stock exchange must withhold EIT at a rate of 10% on dividends distributed to non-PRC resident
enterprise shareholders. Such tax rates may be further changed pursuant to the tax treaty or
agreement that PRC has concluded with a relevant jurisdiction, where applicable.

According to the Arrangement, 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 issued by the SAT 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.

Furthermore, the implementation of dividend provisions under tax treaties must comply with
the provisions of relevant PRC tax legislation, including the Notice of the SAT on the
Implementation of the Dividend Provisions under Tax Treaties (B Z<HHS 4 )= B A L4 T B U 1 2
e S A AT B T L 2 R)).
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° Tax Treaties

Non-PRC resident investors who are residents of countries that have signed agreements to
avoid double taxation with the PRC are eligible for reduced withholding tax rates on dividends
received from PRC enterprises. The PRC currently has entered into agreements or arrangements to
avoid double taxation with various countries and regions, including but not limited to the Hong
Kong, Macao, Australia, Canada, France, Germany, Japan, Malaysia, the Netherlands, Singapore,
the United Kingdom, and the United States.

Under the relevant income tax treaties or arrangements, non-PRC resident enterprises entitled
to preferential tax rates shall apply to the PRC tax authorities for a refund of any withholding tax
paid in excess of the treaty rate. Such refunds are subject to approval by the PRC tax authorities.

Taxation on Share Transfer
° Value-Added Tax and Local Surcharges

Pursuant to the Notice of the MOF and the SAT on the Comprehensive Implementation of the
Pilot Transition from Business Tax to Value-Added Tax (BfELHR ~ 1B 5 ol 5 4 S IR A 4 T HE B
RIS EB HUE R EN)) (the “Circular 36”), which was effective from May 1, 2016, and
was subsequently amended on July 11, 2017, December 25, 2017 and March 20, 2019, entities and
individuals engaged in the provision of sales services within the PRC are subject to Value-Added
Tax (the “VAT”). Those who “engaged in the provision of sales services within the PRC” refers
to either the sellers or the buyers of taxable services who are located within the PRC. Circular 36
further stipulates that, for general or foreign VAT taxpayers, the transfer of financial products
(including the transfer of ownership of marketable securities) is subject to VAT at a rate of 6% on
the taxable income (i.e., the difference between the sale price and the purchase price). However,
individuals transferring financial products are exempt from VAT.

Under these regulations, if the shareholder is a non-resident individual, the sale or disposal of
H Shares is exempt from VAT in the PRC. If the shareholder is a non-resident enterprise and the
buyer of the H Shares is an individual or entity located outside the PRC, the shareholder is not
required to pay VAT. However, if the buyer of the H Shares is an individual or entity located
within the PRC, the shareholder is subject to VAT. Given that there is no clear regulation
explicitly defining whether a non-PRC resident enterprise is required to pay VAT on the sale of H
Shares, the interpretation and application of the aforementioned rules remain uncertain.

In addition, VAT taxpayers are also subject to urban maintenance and construction tax,
education surcharges, and local education surcharges (collectively, the “Local Surcharges”),
which are typically 12% of the VAT payable, if any.
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Income Tax
° Individual Investors

According to the IIT Law, gains on the transfer of equity interests in the PRC resident
enterprises are subject to individual income tax at a rate of 20%. Pursuant to the Circular of the
MOF and the SAT on Declaring that Individual Income Tax Continues to be Exempted over
Income of Individuals from the Transfer of Shares ({HABCER ~ 1B 2 B %5 48 Jay B AR N\ e Je 22 oy
ﬁ%ﬁ%%%ﬁﬁﬁﬂqﬁﬁkﬁﬁﬂE"J?E%W) issued by the SAT on March 30, 1998, from January 1,
1997, income of individuals from transfer of the shares of listed enterprises continues to be
exempted from individual income tax.

On December 31, 2009, the Circular of the MOF, the SAT and the CSRC Commission on
Related Issues on Levying Individual Income Tax over the Income Received by Individuals from
the Transfer of Listed Shares Subject to Sales Limitation ((BAEHS ~ B BH R ~ & B ar Bk
RN 1 77 N ) BIR B A A A s A A BT A5 B A5 B 1) BB 8 1)), which came into effect on
January 1, 2010, which states that individuals’ income from the transfer of listed shares obtained
from the public offering of listed companies and transfer market on the Shanghai Stock Exchange
and the Shenzhen Stock Exchange shall continue to be exempted from individual income tax,
except for the relevant shares which are subject to sales restriction (as defined in the
Supplementary Notice of the MOF, the SAT and the CSRC Commission on Issues Concerning the
Levy of Individual Income Tax on Individuals’ Income from the Transfer of Restricted Stocks of
Listed Companies (CHAECH ~ BIZBIG AR ~ 76 B e B8 i b 2 =) PR T 15 ol (i A
A58 B [ RE R 4 7248 F0)) jointly issued and implemented by such departments on November
10, 2010. As of the Latest Practicable Date, no aforesaid provisions have expressly provided that
individual income tax shall be levied from non-PRC resident individuals on the transfer of shares
in PRC resident enterprises listed on overseas stock exchanges.

e  Enterprise Investors

In accordance with the EIT Law, a non-resident enterprise is generally subject to corporate
income tax 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. The aforesaid income tax payable for non-resident
enterprises is 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.

° Tax Policy on Shanghai-Hong Kong Stock Connect

On October 31, 2014, the Circular of the MOF, the SAT, and the CSRC Commission on the
Relevant Taxation Policy for the Pilot Programme of an Interconnection Mechanism for
Transactions in the Shanghai and Hong Kong Stock Markets ((HAELHS ~ BIR BB AA)R ~ w6 B e
JAE s I 55 T 455 58 7 LBk T i o el B A B BB SR Y 4 1)) (the “Shanghai-Hong Kong Stock
Connect Taxation Policy”). According to the Shanghai-Hong Kong Stock Connect Tax Policy, for
mainland enterprise investors who obtain transfer price gains through Shanghai-Hong Kong Stock
Connect when investing in stocks listed on the Hong Kong Stock Exchange, the gains are included
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in their total income and enterprise income tax is levied in accordance with the law. For mainland
enterprise investors who obtain dividend and bonus income through Shanghai-Hong Kong Stock
Connect when investing in stocks listed on the Hong Kong Stock Exchange, the income is included
in their total income and enterprise income tax is levied in accordance with the law. Among them,
dividend and bonus income obtained by mainland resident enterprises holding H-shares
continuously for 12 months is exempt from enterprise income tax. For dividend and bonus income
obtained by mainland enterprise investors, H-share companies do not withhold dividend and bonus
income tax for mainland enterprise investors. The taxable amount shall be declared and paid by the
enterprise itself.

For dividend and bonus income obtained by mainland individual investors through Shanghai-
Hong Kong Stock Connect when investing in H-shares listed on the Hong Kong Stock Exchange,
H-share companies should apply to PRC Securities Depository and Clearing Corporation Limited
(the “PRC Clearing”) for the mainland individual investor list provided by PRC Clearing, and H-
share companies shall withhold personal income tax at a rate of 20%.

Pursuant to the Announcement of the MOF, the SAT, and the CSRC Commission on
Continued Implementation of Individual Income Tax Policies Relating to Interconnection
Mechanism for Transactions in Shanghai-Hong Kong Stock Markets and Shenzhen-Hong Kong
Stock Markets and Mutual Recognition of Funds Between the Mainland of PRC and the Hong
Kong Special Administrative Region (CBABCHS ~ BiHs AR ~ v 0 76 B g B A 1 A Bt JE s - TRV
e 555 T 35 52 7 "L Wi EL 3 AR o) 0 1A e B A A A 4 L RR AT B (B N BT R BLBUR 9 22 1)) issued on
August 21, 2023 and effective on the same date, the transfer spread income derived by domestic
individual investors from investing in shares listed on the Hong Kong Stock Exchange through
Shanghai-Hong Kong Stock Connect shall be exempted from individual income tax to December
31, 2027.

° Tax Policy on Shenzhen-Hong Kong Stock Connect

On November 5, 2016, the Notice by the MOF, the SAT, and the CSRC Commission on Tax
Policies for the Pilot Program of Shenzhen-Hong Kong Stock Market Trading Interconnection
Mechanism (CHABCHR ~ B S BB MR 8 S B % T IR 2 T 3% 52 B T 2 A i B A B B M
BURAYMA)) (the “Shenzhen-Hong Kong Stock Connect Taxation Policy”). According to the
Shenzhen-Hong Kong Stock Connect Tax Policy, for mainland enterprise investors who obtain
transfer price gains through Shenzhen-Hong Kong Stock Connect when investing in stocks listed
on the Hong Kong Stock Exchange, the gains are included in their total income and enterprise
income tax is levied in accordance with the law. For mainland enterprise investors who obtain
dividend and bonus income through Shenzhen-Hong Kong Stock Connect when investing in stocks
listed on the Hong Kong Stock Exchange, the income is included in their total income and
enterprise income tax is levied in accordance with the law. Among them, dividend and bonus
income obtained by mainland resident enterprises holding H-shares continuously for 12 months is
exempt from enterprise income tax in accordance with the law. For dividend and bonus income
obtained by mainland enterprise investors, H-share companies do not withhold dividend and bonus
income tax on behalf of mainland enterprise investors. The taxable amount shall be declared and
paid by the enterprise itself.
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For dividend and bonus income obtained by mainland individual investors through Shenzhen-
Hong Kong Stock Connect when investing in H-shares listed on the Hong Kong Stock Exchange,
H-share companies shall submit an application to PRC Clearing which will provide the H-share
company with a register of mainland individual investors, and H-share companies shall withhold
personal income tax at a rate of 20%.

Pursuant to the Announcement of the MOF, the SAT, and the CSRC Commission on
Extending the Implementation of the Individual Income Tax Policies Concerning the Shanghai-
Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect and the Mainland-Hong
Kong Mutual Recognition of Funds ((PABUES - B RBLH AR - & B & B i A E B WS - TR
Ji 555 T 455 3¢ 5 T W 4 A T AR A e B s R < B RR BRI N T A BB (1 /245 )) promulgated on
August 21, 2023 and effective on the same date, the transfer spread income derived by domestic
individual investors from investing in shares listed on the Hong Kong Stock Exchange through
Shenzhen-Hong Kong Stock Connect shall be exempted from individual income tax to December
31, 2027.

Stamp Duty

According to the Stamp Duty Law of the PRC ({13 A RILAE EI/ERILL)), which was
issued on June 10, 2021 and effective from July 1, 2022, the entities and individuals that conclude
taxable vouchers or conduct securities trading within the territory of the PRC, and the entities and
individuals outside the territory of the PRC that conclude taxable vouchers that are used inside
PRC, shall be subject to the stamp duty. Accordingly, the provisions on the imposition of stamp
duty on the transfer of shares in companies listed in the PRC do not apply to non-PRC investors
who purchase or sell H Shares outside of the PRC.

Estate Duty
As at the Latest Practicable Date, no estate duty is levied within the PRC.
2.  PRINCIPAL TAXATION OF THE COMPANY IN THE PRC
Enterprise Income Tax

Under the EIT Law, resident enterprises are subject to enterprise income tax (the “EIT”) at a
rate of 25% on their worldwide income, including income derived from both domestic and overseas
sources. Foreign-invested enterprises (the “FIEs”) operating in PRC are classified as resident
enterprises and are therefore required to pay EIT at the standard rate of 25% on their global
income.

In accordance with the EIT Law, high and new technology enterprises (the “HNTE”") benefit
from a reduced EIT rate of 15%. As stipulated in the Administrative Measures for the Recognition
of High and New Technology Enterprises (€= #7 4% i 4 3658 & & #¥i%)), which was promulgated
on April 14, 2008, and last amended on January 29, 2016, an HNTE certificate is valid for 3 years
and may be renewed upon successful inspection and approval by the SAT and other relevant
authorities.
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Value-added Tax

According to the Circular 36, the pilot scheme for the conversion of business tax to VAT is
implemented nationwide with the approval of the State Council.

According to the Circular of the MOF and the SAT on the Adjustment to VAT Rates ((HfE
T~ BB A Jm B A R A (BB R A 4 A1), promulgated on April 4, 2018, and became effective
on May 1, 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 of the MOF, the SAT and the General Administration of
Customs on Relevant Policies for Deepening VAT Reform ({BAELHS ~ BLHS A= ~ ifg BE 40 38 BE A OF
(LB (ERL MO A B BUR 9245 )), promulgated on March 20, 2019 and became effective on April
1, 2019, and last amended on August 22, 2025, 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.

According to the VAT Law of the PRC ({ " # A\ [RILFNE 4 (E B %)), which was adopted at
the 13th Meeting of the SCNPC on December 25, 2024 and came into effect on January 1, 2026,
and the Detailed Rules for the Implementation of the Provisional Regulations of the PRC on VAT
(2011 Revision) (€H 3 A R I:ANE + M8 (R 170641201 11£%T) )) last amended by the MOF
on October 28, 2011 and effective on November 1, 2011, all entities and individuals (including
privately or individually-owned business) that sell goods, services, intangible assets, immovables,
and import goods in the PRC shall be taxpayers of VAT and shall pay VAT. Unless otherwise
provided, the import tax rate for the sales of goods, processing, repair and maintenance services,
leasing services of tangible movables and imports of goods is 13%; the tax rate for the sales of
transportation, postal, basic telecommunications, construction, immovables leasing services, sales
of immovables, transfer of land use rights, and sales or imports of goods prescribed by law is 9%;
the tax rate for the sales of services and intangible assets is 6%.

3.  FOREIGN EXCHANGE

The lawful currency of the PRC is Renminbi, which is still subject to foreign exchange control and
is not freely exchangeable. The State Administration of Foreign Exchange (the “SAFE”), under the
authorization of the People’s Bank of PRC (the “PBOC”), is empowered with the functions of
administering all matters relating to foreign exchange, including the enforcement of foreign exchange
control regulations.

On January 29, 1996, the Foreign Exchange Administration Regulations of the PRC (2008
Revision) (€% A RS H B AP FEE IR M (20081&7T))) (the “Foreign Exchange Regulations”) which
became effective on April 1, 1996 and was last amended on August 5, 2008. The latest Foreign
Exchange Regulations clearly state that no restriction will be imposed on international current payments
and transfers.
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On June 20, 1996, the PBOC promulgated the Regulations for the Administration of Settlement,
Sale and Payment of Foreign Exchange (&% ~ [ M AT HEF BERIE)) (the ““Settlement
Regulations™), which became effective on July 1, 1996. The Settlement Regulations abolish the
remaining restrictions on foreign exchange conversion for recurrent items, while retaining the existing
restrictions on foreign exchange transactions for capital items.

According to the Announcement of the PBOC on Improving the Reform of the Renminbi Exchange
Rate Formation Mechanism (B A & ER47 B 58 35 A\ B R R T B i 208 19 /A 25 )), issued on July
21, 2005, with effect from the same date, the PRC began to implement a managed floating exchange rate
system in which the exchange rate would be determined based on market supply and demand and
adjusted with reference to a basket of currencies. The Renminbi exchange rate was no longer pegged to
the U.S. dollar. The PBOC would publish the closing price of the exchange rate of the Renminbi against
trading currencies such as the U.S. dollar in the inter-bank foreign exchange market after the closing of
the market on each working day, as the central parity of the currency against Renminbi transactions on
the following working day.

According to the relevant laws in the PRC, Chinese enterprises (including foreign-invested
enterprises) that require foreign exchange for current item transactions may, without the approval of the
SAFE, effect payment through their foreign exchange accounts at designated foreign exchange banks, on
the strength of valid receipts and proof. Foreign-invested enterprises that require foreign exchange for
the distribution of profits to their shareholders, and PRC enterprises that are required by regulations to
pay dividends to their shareholders in foreign exchange (such as the Company), may, on the strength of
resolutions of the board of directors or shareholders on the distribution of profits, effect payment from
their foreign exchange accounts or effect exchange and payment at designated banks.

On October 23, 2014, the State Council promulgated the Decisions on Matters Including
Cancellation and Adjustment of Administrative Approval Ttems (<[5 B BE 7 HH A0 5 % — LA T B it
THHEHEIHMPE)), cancelling the approval requirement of the SAFE and its branches for the
repatriation and settlement of proceeds raised through overseas listings.

On February 13, 2015, the SAFE issued the Notice on Further Simplifying and Improving Policies
for the Foreign Exchange Administration of Direct Investment (€[5 4 $H ) B iR 3 — 25 il b Aok
i A G AMNE A B EUR AV A)), which became effective on June 1, 2015 and was amended on
December 30, 2019. The Notice abolished the confirmation requirements for foreign exchange
registration under both domestic direct investment and overseas direct investment, instead mandating
that such registrations be directly examined and handled by banks. The SAFE and its branch offices
shall implement indirect regulation of foreign exchange registration for direct investment through banks.

According to the Notice of the SAFE on Reforming and Regulating Policies on the Control over
Foreign Exchange Settlement of Capital Accounts (€544 B Ja) B A el o R AR o ' A I [ 4% e 45 2
@l%ﬂ’ﬂ?ﬁ'ﬁl% which became effective on June 9, 2016 and was amended on December 4, 2023, foreign
currency earnings in capital account that relevant policies of willingness exchange settlement have been
clearly implemented on (including the recalling of raised capital by overseas listing) may undertake
foreign exchange settlement in the banks according to actual business needs of the domestic institutions.
The tentative percentage of foreign exchange settlement for foreign currency earnings in capital account
of domestic institutions is 100%, subject to adjust of SAFE in due time in accordance with international
revenue and expenditure situations.
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On January 18, 2017, the SAFE issued the Notice on Further Advancing Foreign Exchange
Management Reform and Improving the Review of Authenticity and Compliance (€[ 54 & 2 =) B i
HE — 2D 2 A T A8 B K o o8 3 B B BLPEFR AL B AN )), which further expands the scope of domestic
foreign exchange loan settlement, allowing domestic foreign exchange loans with the background of
commodity trade and exports to be settled; allowing funds under domestic guarantee and foreign loans to
be transferred back; allowing foreign exchange settlement via the foreign exchange accounts of foreign
institutions in pilot free trade zones; implementing full-coverage administration of overseas lending in
both local and foreign currencies, where a domestic institution engages in overseas lending, the
combined balance of foreign exchange lending in local and foreign currencies shall not exceed a
maximum of 30% of the owner’s equity in the audited financial statements of the preceding year.

On October 23, 2019, the SAFE issued the Notice of the State Administration of Foreign Exchange
on Further Promoting Cross-border Trade and Investment Facilitation (%40 25 B % i — 254
HEES IR ) PO E AL B9 28 A1), which was amended on December 4, 2023. The notice stipulates that
based on the legal and regulatory framework for investment-based foreign-invested enterprises to carry
out domestic equity investments with their registered capital, non-investment foreign-invested
enterprises are also permitted to make domestic equity investments with their registered capital,
provided that such investments do not violate the current Special Management Measures (Negative List)
for the Access of Foreign Investment ({Z)pf#% & HEARERIE M ME(E MH¥))) and the domestic
projects in which they invest are authentic and compliant.

According to the Notice on Optimizing Administration of Foreign Exchange to Support the
Development of Foreign-related Business (€[ ZZ41MHE B sy B A 4 AL A0 MEAE B SRR 1 SE 05 98 e 128
#1)) issued by SAFE and became effective on April 10, 2020, eligible enterprises are allowed to make
domestic payments by using their capital, foreign credits and the income under capital accounts of
overseas listing, without providing materials to the bank in advance for authenticity verification on an
item-by-item basis, provided that their utilized capital shall be authentic and in line with provisions, and
conform to the prevailing administrative regulations related to the use of income under capital accounts.
The concerned bank shall manage and control the relevant business risks under the principle of prudent
business development and conduct spot checks afterwards in accordance with the relevant requirements.
Local foreign exchange authorities shall strengthen monitoring and analysis and interim and ex-post
supervision.

According to the Notice by the SAFE of Further Deepening Reform and Promoting Cross-border
Trade and Investment Facilitation (€[5 5 445 3 5y B i 48— 5 VR AL ol A o 5 15 58 ) B (0 Rl AL e 2
1)), issued by the SAFE on December 4, 2023, foreign exchange funds from the overseas listing of a
domestic enterprise may be directly remitted to the settlement account under the capital account. Funds
in the settlement account under the capital account may be used through independent foreign exchange
settlement.

According to the Guidelines on Foreign Exchange Business for Capital Items (2024) ((&7<IH H b
FE 7545 51(20244F))) issued by SAFE on April 3, 2024, in principle, the funds raised by overseas
listings of domestic companies should be repatriated to PRC in a timely manner, and can be repatriated
in RMB or foreign currency. The use of funds shall be consistent with the relevant contents listed in the
document or corporate bond offering documents, shareholder circulars, resolutions of the board of
directors or shareholders’ meeting and other publicly disclosed documents. Domestic companies using

— II-10 -



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.

APPENDIX III TAXATION AND FOREIGN EXCHANGE

the funds raised from overseas listings to carry out overseas direct investment, overseas securities
investment, overseas lending and other businesses shall comply with the relevant foreign exchange
management regulations.

According to the Notice of the People’s Bank of PRC and the SAFE on Issues Concerning the
Administration of Funds of Domestic Enterprises Listed Overseas (9B A RSR1T ~ [ 5K 40 3 )5 B
AN ASZESE AN LG4 M B RE A8 1)), which is issued on December 24, 2025 and will be
effective on April 1, 2026, domestic enterprises listed overseas shall apply for overseas listing
registration within 30 working days from the first trading day of their overseas listing or upon the
completion of the over-allotment. In principle, the funds raised by domestic enterprises through overseas
listing shall be repatriated to the PRC in a timely manner.
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