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This section sets out summaries of certain aspects of PRC laws and regulations, which are
relevant to our business operations.

REGULATIONS ON COMPANY ESTABLISHMENT AND FOREIGN INVESTMENT

Pursuant to the PRC Company Law promulgated by the Standing Committee of the National
People’s Congress (the “SCNPC”) on December 29, 1993, which was amended on December 25,
1999, August 28, 2004, October 27, 2005, December 28, 2013, October 26, 2018 and December 29,
2023, respectively, and has come into force on July 1, 2024, the Company Law shall apply to all
companies established in China. The Company Law, which regulates the establishment, corporate
structure and management of companies, also applies to foreign-invested companies. Where laws
on foreign investment provide otherwise, such provisions shall prevail.

The Foreign Investment Law of the PRC ( {*# ARILHEINHED) ) (the “FIL”),
which was promulgated by the National People’s Congress (the “NPC”) on March 15, 2019, and
came into effect on January 1, 2020, provides that the “foreign investment” refers to the investment
activities in China carried out directly or indirectly by foreign individuals, enterprises or other
organizations (the “Foreign Investors”), including the following: (1) Foreign Investors establishing
foreign-invested enterprises in China alone or collectively with other investors; (2) Foreign
Investors acquiring shares, equities, properties or other similar rights of Chinese domestic
enterprises; (3) Foreign Investors investing in new projects in China alone or collectively with other
investors; and (4) Foreign Investors investing through other ways prescribed by laws and
regulations or the State Council. The FIL further adopts the management system of pre-
establishment national treatment and negative list for foreign investment. The “pre-establishment
national treatment” refers to granting to foreign investors and their investments, in the stage of
investment access, the treatment no less favorable than that granted to domestic investors and their
investments; and the “negative list” refers to special administrative measures for access of foreign
investment in specific fields as stipulated by the state. The FIL granted national treatment to foreign
investments outside the negative list. The negative list will be released by or upon approval of the
State Council.

Investment activities in China by foreign investors were principally governed by the Special
Administrative Measures (Negative List) for Access of Foreign Investment (2024 version) ( (4N
BOEHEA RIS P (B RV ) ) (20244F- %)), and the Catalogue of Industries for Encouraging
Foreign Investment (2022 version) ( CEE MR E FEZEH 8D (20224/0)) (the “Encouraging
List”) amended and promulgated by MOFCOM and the National Development and Reform
Commission ( {HHHEA RILFNE B ZEEBAMEZ BE) ) (the “NDRC”) in October 2022. The
Negative List, which came into effect on November 1, 2024, sets out special administrative
measures (restricted or prohibited) in respect of the access of foreign investments in a centralized
manner, and the Encouraging List, which came into effect on January 1, 2023, sets out the
encouraged industries for foreign investment. The Negative List cover 12 industries, and any field
not falling in the Negative List shall be administered under the principle of equal treatment for
domestic and foreign investment. Our business as currently conducted does not fall within the
confines of the Negative List and is not subject to special administrative measures.

The Measures on Reporting of Foreign Investment Information ( {ZM# &S B HL) )
was released by MOFCOM and the State Administration for Market Regulation of the PRC on
December 30, 2019, and became effective on January 1, 2020. Foreign investors directly or
indirectly conducting investment activities within the territory of China shall submit the investment
information through submission of initial reports, change reports, deregistration reports, annual
reports, etc. to the competent commerce authorities in accordance with the Measures on Reporting
of Foreign Investment Information. When submitting an annual report, a foreign-invested enterprise
shall submit the basic information on the enterprise, the information on the investors and their
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actual controlling party, the enterprise’s operation and asset and liabilities information, etc., and
where the foreign investment admission special administrative measures are involved, the foreign
investment enterprise shall also submit the relevant industry licensing information.

REGULATIONS ON THE INTEGRATED CIRCUIT INDUSTRY

From 2010 to 2020, the State Council had issued a series of regulations aimed at promoting
the development of the integrated circuit industry, which include the Decision of the State Council
on Accelerating the Fostering and Development of Strategic Emerging Industries ( 75 B B A
PREE B RS B T L ZE S5 P E ) ), the Notice of the State Council on Promulgation of
Several Policies for Further Encouraging the Development of Software and Integrated Circuit
Industries (BB BE B BB E — 20 SOBNER (R A2 A0 S R B 2 6 B0 T ORIV R ), the
Outline for Advancing the National Integrated Circuit Industry ( (Bl 55 1% 5 5 7 S5 4% e e 4
%)), Made in China (2025) ( {*FE %% (2025)) ), the Notice of the State Council on
Promulgation of Several Policies for Promoting the High-quality Development of Integrated Circuit
and Software Industries in the New Era (<[5 B B 7 ED % 557 IRF 1A (e 46 52 B 78 6 2 SE AR R e 26
HERRA A T BRI ).

On January 25, 2017, the NDRC promulgated Strategic Emerging Industries Key Products and
Services Guidance Catalog ( HEmSPEHTELEE 3£ B ARG FE 3 H #%) ), which includes
integrated circuit chip design and services as a key product and service in the strategic emerging
industries.

On July 27, 2020, the Notice by the MOF, the NDRC, the MIIT and Other Departments of the
Measures for the Administration of Import Tax Policies for Supporting the Development of the
Integrated Circuit Industry and the Software Industry ( PFEGH ~ B R ¥ RMEZ - TEME L
T4 B SRR A TR B 2 S RTH  E SE g R a1 B USCEOR A B A ()48 ) ) became effective. On
the same day, the Notice by the MOF, the General Administration of Customs and the SAT of Import
Tax Policies for Supporting the Development of the Integrated Circuit Industry and the Software
Industry ( CBABCHR ~ W3 BAARE - BLH5 R B A SRR AR 7R I 2 SE AN 1 28 26 38 Jr o 1 B W BUR 1Y)
#H) ) took effect. The above notices relating to importing tax for the integrated circuit industry
have made some installment tax payment policies and import tariff exemption policies.

On December 11, 2020, the MOF, the SAT, the NDRC and the MIIT jointly promulgated the
Announcement on Enterprise Income Tax Policies for Promoting High-quality Development of
Integrated Circuit Industry and Software Industry ( B IEHESE B 78 B A SERR A 2 S B i 38
JEASZEFTSBIEUR /A5 ). Pursuant to the foregoing provisions, key integrated circuit design
enterprises and software enterprises encouraged by the State will be exempted from enterprise
income tax from the first to the fifth year from the profit-making year and will be subject to
enterprise income tax at a reduced tax rate of 10% in subsequent years.

On May 21, 2022, the SAT issued the Guidelines on Tax Preference Policies for Software and
Integrated Circuit Enterprises ( (K41 SEFN4E il 16 b 2EBI B B TE5]) ). For the purpose
of facilitating timely knowledge of applicable tax preference policies, the foregoing guidelines have
clearly demonstrated preference contents, conditions and policy basis for integrated circuit
enterprises.

Pursuant to the Notice of the MOF and the SAT on the Weighted Deduction Policy for
Value-added Tax on Integrated Circuit Enterprises ( CHABUHER - BiHs 48 5 B A 4 Al 7R B b SE G (L BL
INEHEREOR 13 A1) ), which was promulgated on April 20, 2023, from January 1, 2023 to
December 31, 2027, enterprises engaged in the design, production, closed beta test, equipment and
materials of integrated circuits are allowed to deduct extra 15% of the deductible input tax in the
current period from the VAT payable.
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REGULATIONS ON INTERNET INFORMATION SECURITY AND PRIVACY
PROTECTION

Internet Information Security

On November 7, 2016, the SCNPC promulgated the Cybersecurity Law of the PRC ( (%
NRILF B 4442 27%) ) (the “Cybersecurity Law™), effective as of June 1, 2017, which applies
to the construction, operation, maintenance and use of networks as well as the supervision and
administration of cybersecurity in China. The Cybersecurity Law defines “network” as a system
comprising computers or other information terminals and relevant facilities used for the purpose of
collecting, storing, transmitting, exchanging and processing information in accordance with specific
rules and procedures. “Network operators,” who are broadly defined as owners and administrators
of networks and network service providers, are subject to various security protection-related
obligations, including but limited to: (1) complying with security protection obligations under
graded system for cybersecurity protection requirements, which include formulating internal
security management rules and operating instructions, appointing cybersecurity responsible
personnel and their duties, adopting technical measures to prevent computer viruses, cyber-attack,
cyber-intrusion and other activities endangering cybersecurity, adopting technical measures to
monitor and record network operation status and cybersecurity events; (2) formulating an
emergency plan and promptly responding and handling security risks, initiating the emergency
plans, taking appropriate remedial measures and reporting to regulatory authorities in the event
comprising cybersecurity threats; and (3) following the principles of legality, legitimacy and
necessity, disclosing the rules of collection and use, making clear the purpose, mean and scope of
collection and use of information, and obtaining the consent of the person whose information is
collected.

The Data Security Law of the PRC ( {(FIHEANRILMEBEHEPEZ2E) ), which was
promulgated by the SCNPC on June 10, 2021 and took effect on September 1, 2021, provides that
the State shall establish a data classification and grading protection system and important data
catalogs to enhance the protection of important data. Processors of important data shall specify the
person responsible for data security and management agencies to implement data security protection
responsibilities. Relevant authorities will establish the measures for the cross-border transfer of
important data. If any company violates the Data Security Law of the PRC to provide important data
outside China, such company may be punished by administration sanctions, including penalties,
fines and/or suspension of relevant business or revocation of the business license. In addition, the
Data Security Law of the PRC provides a national security review procedure for those data activities
which affect or may affect national security and imposes export restrictions on certain data and
information.

On December 28, 2021, the Cyberspace Administration of China (the “CAC”) promulgated
the Measures for Cybersecurity Review ( (H#5% 2B EL) ) (the “Cybersecurity Review
Measures”), which came into effect on February 15, 2022. According to the Cybersecurity Review
Measures, there are two mechanisms to trigger cybersecurity review: (1) review of voluntary
declaration by enterprises, applicable to (i) critical information infrastructure operators that intend
to purchase network products and services; (ii) a network platform operator that processes the
personal information of more than one million people intends to be listed overseas; and (2)
initiation of review by regulatory authorities: for any member of the cybersecurity review working
mechanism believes that any network product or service or data processing activity affects or is
likely to affect national security. In this case, the Office of Cybersecurity Review shall report this
circumstance to the Central Cyberspace Affairs Commission for approval, and conduct a review
after approval.

On September 24, 2024, the State Council promulgated the Regulation on the Administration
of Cyber Data Security ( (AH4% BIE L2 HMA]) ), which provides more detailed guidelines on
the current rules on various aspects of data processing, including the processors’ announcement of
data processing rules, obtaining consents and separate consents, security of important data and
cross-border transfer of data, and further obligations of platform operators.
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Furthermore, on July 7, 2022, the CAC promulgated the Measures on Security Assessment of
Cross-border Data Transfer ( (Bf 3% 22 27 HFE) ) which became effective on September 1,
2022. Such data export measures requires that any data processor which processes or exports
personal information exceeding certain volume threshold under such measures shall apply for
security assessment by the CAC before transferring any personal information abroad, including the
following circumstances: (1) important data will be provided overseas by any data processor; (2)
personal information will be provided overseas by any operator of critical information
infrastructure or any data processor who processes the personal information of more than 1,000,000
individuals; (3) personal information will be provided overseas by any data processor who has
provided the personal information of more than 100,000 individuals in aggregate or has provided
the sensitive personal information of more than 10,000 individuals in aggregate since January 1 of
last year; and (4) other circumstances where the security assessment is required as prescribed by the
CAC. The security assessment requirement also applies to any transfer of important data outside of
China.

Privacy Protection

Pursuant to the PRC Civil Code ( {H# NRIFNE Ri%H) ) promulgated by the NPC on
May 28, 2020 and effective from January 1, 2021, the personal information of a natural person shall
be protected by the law. An information processor shall not disclose or tamper with any personal
information collected or stored thereby; and without the consent of the natural person, no personal
information shall be illegally provided to any other person.

The Personal Information Protection Law of the PRC ( {3 A\ R ILA 8 AfE S REE) )
(the “Personal Information Protection Law”), which was promulgated by the SCNPC on August 20,
2021 and became effective on November 1, 2021, consolidates separate provisions on personal
information rights and privacy protection. The Personal Information Protection Law aims to protect
the personal information rights and interests, regulate the handling of personal information,
safeguard the free flow of personal information in an orderly manner in accordance with the law,
and promote the rational use of personal information. Personal information, as defined in the
Personal Information Protection Law, refers to all kinds of information related to an identified or
identifiable natural person recorded electronically or by other means, excluding the information that
has been anonymized. The Personal Information Protection Law stipulates the circumstances in
which a processor of personal information may process personal information, including, but not
limited to, when the consent of the individual concerned has been obtained and when it is necessary
for the conclusion or performance of a contract to which the individual is a party. It has also set out
a number of specific rules on the obligations of processors of personal information, such as
informing individuals of the purpose and method of processing, and the obligations of third parties
who obtain personal information through co-processing or entrustment.

REGULATIONS ON INTELLECTUAL PROPERTY RIGHTS
Patents

According to the Patent Law of the PRC ( (H#EANRILFEEHFIL) ) (the “Patent Law”)
promulgated by the SCNPC on March 12, 1984, and most recently amended on October 17, 2020,
the Implementation Rules of the Patent Law of the PRC ( {3 A\ AN B AL E AN D ) (the
“Implementation Rules of the Patent Law”), promulgated by the State Council on June 15, 2001,
and revised on December 28, 2002, January 9, 2010 and December 11, 2023, respectively, the patent
administrative department under the State Council is responsible for the administration of
patent-related work nationwide and the patent administration departments of provincial or
autonomous regions or municipal governments are responsible for administering patents within the
respective administrative areas. The Patent Law and Implementation Rules of the Patent Law
provide three types of patents, namely “inventions,” “utility models” and “designs.” Invention
patents are valid for twenty years, utility model patents are valid for ten years, and since June 1,
2021, the validation period for design patents whose application date is after June 1, 2021 has been
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extended to fifteen years in each case from the date of application. The Chinese patent system
adopts a “first come, first file” principle, which means that where more than one person files a
patent application for the same invention, utility model or design, a patent will be granted to the
person who files the application first. An invention or a utility model must possess novelty,
inventiveness and practical applicability to be patentable. Third parties must obtain consent or a
proper license from the patent owner to use the patent. Otherwise, the unauthorized use constitutes
an infringement on the patent rights.

Trademarks

Pursuant to the Trademark Law of the PRC ( (¥ ARILABMEEL) ) which was
promulgated on August 23, 1982 and last amended on April 23, 2019 and came into effect on
November 1, 2019, the Implementation Regulations of the Trademark Law of the PRC ( (1% A
F LN B P AL B MR 491D ) which were issued on August 3, 2002 and last amended on April 29,
2014, the Trademark Office under the China National Intellectual Property Administration of the
PRC, (the “Trademark Office”), shall handle trademark registrations and grant a term of 10 years
to registered trademarks, which may be renewed for an additional ten year period upon request from
the trademark owner. The Trademark Law of the PRC has adopted a “first-to-file” principle with
respect to trademark registration. Where an application for trademark for which application for
registration has been made is identical or similar to another trademark which has already been
registered or is under preliminary examination and approval for use on the same kind of or similar
commodities or services, the application for registration of such trademark may be rejected. Any
person applying for the registration of a trademark may not prejudice the existing right of others,
nor may any person register in advance a trademark that has already been used by another party and
has already gained a “sufficient degree of reputation” through such party’ s use. A trademark
registrant may, by entering into a trademark licensing contract, license another party to use its
registered trademark. Where another party is licensed to use a registered trademark, the licensor
shall report the license to the Trademark Office for recordation, and the Trademark Office shall
publish it. An unrecorded license may not be used as a defense against a third party in good faith.

Software Registration

Pursuant to the Regulation on Computers Software Protection ( FIEHEHK{FORFEMH]) )
promulgated on June 4, 1991 by the State Council and last amended on January 30, 2013 and the
Measures for the Registration of Computer Software Copyright ( (FHHEMHIIFE ERESTEHRE) )
promulgated on April 6, 1992 and last amended by the National Copyright Administration on
February 20, 2002, the National Copyright Administration is mainly responsible for the registration
and management of software copyright in China and recognizes the China Copyright Protection
Center as the software registration organization. The China Copyright Protection Center shall grant
certificates of registration to computer software copyright applicants in compliance with the
regulations of the Measures for the Registration of Computer Software Copyright and the
Regulation on Computers Software Protection.

Trade Secrets

According to the PRC Anti-Unfair Competition Law ( {*#E A RILFNE [ A IEE B FE) ),
promulgated by the SCNPC in September 1993, as amended on November 4, 2017, April 23, 2019
and June 27, 2025, which came into effect as of October 15, 2025, the term “trade secrets” refers
to technical and business information that is unknown to the public, has utility, may create business
interests or profits for its legal owners or holders, and is maintained as a secret by its legal owners
or holders. Under the PRC Anti-unfair Competition Law, business persons are prohibited from
infringing others’ trade secrets by: (1) obtaining the trade secrets from the legal owners or holders
by any unfair methods such as theft, bribery, fraud, coercion, electronic intrusion, or any other illicit
means; (2) disclosing, using or permitting others to use the trade secrets obtained illegally under
item above; (3) disclosing, using or permitting others to use the trade secrets, in violation of any
contractual agreements or any requirements of the legal owners or holders to keep such trade secrets
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in confidence; or (4) instigate, induce or assist others to violate confidentiality obligation or to
violate a rights holder’s requirements on keeping confidentiality of commercial secrets, so as to
disclose, use or allow others to use the commercial secrets of the rights holder. If a third party
knows or should have known of the above-mentioned illegal conduct but nevertheless obtains, uses
or discloses trade secrets of others, the third party may be deemed to have committed a
misappropriation of the others’ trade secrets. The parties whose trade secrets are being
misappropriated may petition for administrative corrections, and regulatory authorities may stop
any illegal activities and fine infringing parties.

REGULATIONS ON REAL ESTATES

According to the Administrative Measures for Commodity House Leasing ( (P /5 EHEE
FEHEL) ) which was promulgated by the Ministry of Housing and Urban-Rural Development on
December 1, 2010 and came into effect on February 1, 2011, the parties to a commodity house lease
shall complete the lease registration with the competent construction (real-estate) departments of
the municipalities directly under the Central Government, cities and counties where the leased
property is located within 30 days after the lease is executed. The competent construction (real
estate) departments of the municipalities directly under the Central Government, cities and counties
shall order the parties to make corrections within a prescribed time limit, and shall impose a fine
below RMB1,000 on individuals who fail to rectify within the specified time limit, and a fine
between RMB1,000 and RMB 10,000 on institutions which fail to rectify within the specified time
limit.

REGULATIONS ON EMPLOYMENT AND SOCIAL WELFARE
Employment

The major PRC laws and regulations that govern employment relationship are the Labor Law
of the PRC ( (3 A RILFIE 458 7%) ), the Labor Contract Law of the PRC ( {3 A R ILAE
E)&FEL) ) (the “Labor Contract Law”), 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 Labor Contract Law, which became effective on January 1, 2008, primarily aims at
regulating rights and obligations of employment relationships, including the establishment,
performance and termination of labor contracts. Pursuant to the Labor Contract Law, labor contracts
must be executed in writing if labor relationships are to be or have been established between
employers and employees. Employers are prohibited from forcing employees to work above certain
time limits and employers must pay employees for overtime work in accordance with national
regulations. In addition, employee wages must not be lower than local standards on minimum wages
and must be paid to employees in a timely manner.

Social Insurance

The Social Insurance Law of the PRC ( (¥ N RILFIEI#H & RFR7%) ), issued by the
SCNPC on October 28, 2010 and last amended on December 29, 2018, the Regulations on
Occupational Injury Insurance ( { TAZFRFRWEA) ) effective as of January 1, 2004 and as amended
on December 20, 2010, the Interim Measures concerning the Maternity Insurance for Enterprise
Employees ( (2EB TA B REHITHNEG) ) effective as of January 1, 1995, Unemployment
Insurance Regulations ( (ZRZELREPEMI) ) effective as of January 22, 1999, have 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 ( {FHE R BECE 1G] )
promulgated by the State Council on January 22, 1999 and most recently amended on March 24,
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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.

Housing Provident Fund

In accordance with the Regulations on the Administration of Housing Provident Funds ( {fF
f5 N4 PG 1) ) promulgated by the State Council on April 3, 1999, and amended on March
24,2002 and March 24, 2019, enterprises must register at the designated administrative centers and
open bank accounts for depositing employees’ housing provident funds. Employers and employees
are also required to pay and deposit housing provident funds, with an amount no less than 5% of
the monthly average salary of the employee in the preceding year in full and on time.

In case of overdue payment or underpayment by employers, orders for payment within a
specified period will be made by the housing fund management center. Where employers fail to
make payment within such period, enforcement by the people’s court will be applied. In case of
failure to register and open accounts for depositing employees’ housing provident funds, the
housing fund management center shall order employers to go through the formalities within a
specified period, where employers fail to do such formalities within the prescribed time, a fine of
not less than RMB10,000 nor more than RMBS50,000 shall be imposed.

On July 31, 2025, the Interpretation II, which took effect on September 1, 2025. The
Interpretation II harmonizes four previous labor dispute regulations and establishes uniform
standards for contentious issues such as non-compete obligations, social insurance contributions,
and ambiguous employment relationships. It is designed to balance the protection of employees’
rights with operational flexibility for employers, underscoring the objective of maintaining stable
employment through equitable labor practices. For example, pursuant to Article 19(1) of the
Interpretation II, any agreement or undertaking between an employer and an employee to waive
social insurance contributions shall be deemed invalid. In cases where an employer fails to make
social insurance contributions in accordance with the law, and an employee seeks to terminate the
labor contract and claim economic compensation under Article 38(3) of the PRC Labor Contract
Law, the people’s court shall support such claims. Under such circumstances, the employer remains
obligated to pay economic compensation to the employee (calculated as length of service multiplied
by monthly salary), regardless of any prior agreement to waive social insurance contributions.

As advised by our PRC Legal Adviser, the Interpretation II is not expected to have a material
adverse effect on our financial condition or business operations, considering that: (i) the
Interpretation II does not introduce new substantive obligations beyond those existing laws and
regulations, rather, it serves to clarify the application of relevant legal provisions and does not
impose any additional burden on the Company; (ii) the Interpretation II is not anticipated to
increase the Company’s estimated maximum potential penalties related to shortfalls in social
insurance contributions during the Track Record Period; and (iii) the Company undertakes to
actively take appropriate rectification measures and make any required payments if the competent
authorities require remediation or payment of outstanding social insurance contributions within a
specified period. Notwithstanding the above, should the relevant PRC authorities take a different
view and determine that the Company is not in compliance with the Interpretation II, the Company’s
financial and business performance could be adversely affected.

REGULATIONS ON FOREIGN EXCHANGE
On January 29, 1996, the State Council promulgated the Administrative Regulations on

Foreign Exchange of the PRC ( (H1# A\ RILANE S HER HGR 1) ) which became effective on
April 1, 1996 and was amended on January 14, 1997 and August 5, 2008. Foreign exchange
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payments under current account items shall, pursuant to the administrative provisions of the foreign
exchange control department of the State Council on payments of foreign currencies and purchase
of foreign currencies, be made using self-owned foreign currency or foreign currency purchased
from financial institutions engaging in conversion and sale of foreign currencies by presenting the
valid document. Domestic entities and domestic individuals making overseas direct investments or
engaging in issuance and trading of overseas securities and derivatives shall process registration
formalities pursuant to the provisions of the foreign exchange control department of the State
Council.

On November 19, 2012, SAFE issued the Circular on Further Improving and Adjusting
Foreign Exchange Administration Policies on Foreign Direct Investment (€[5 5 5[ 57 3 ) B i #E
— A RO RN R B G AN BRIELR 3 1) ) (the “SAFE Circular 59”), which came into effect
on December 17, 2012 and was revised on May 4, 2015, October 10, 2018 and partially abolished
on December 30, 2019. According to the SAFE Circular 59, the opening of various special purpose
foreign exchange accounts, such as pre-establishment expenses accounts, foreign exchange capital
accounts and guarantee accounts, the reinvestment of Renminbi proceeds derived by foreign
investors in China, and remittance of foreign exchange profits and dividends by a foreign-invested
enterprise to its foreign shareholders no longer require the approval or verification of SAFE, and
multiple capital accounts for the same entity may be opened in different provinces. Later, SAFE
promulgated the Circular on Further Simplifying and Improving Foreign Exchange Administration
Policies in Respect of Direct Investment ( <[BA#E— 25 il Al MO B 40& A S BOR 1)
M) ) in February 2015, which was partially abolished in December 2019 and prescribed that the
bank instead of SAFE can directly handle the foreign exchange registration and approval under
foreign direct investment while SAFE and its branches indirectly supervise the foreign exchange
registration and approval under foreign direct investment through the bank.

According to the Notice on Relevant Issue Concerning the Administration of Foreign
Exchange for Overseas Listing ( CBiA3E4M L miv 2 A B R %8 %0) ) issued by SAFE on
December 26, 2014, the domestic companies shall register the overseas listing with the foreign
exchange control bureau located at their registered address in 15 working days after completion of
the overseas listing and issuance. The funds raised by the domestic companies through overseas
listing may be repatriated to China or deposited overseas, provided that the intended use of the fund
shall be consistent with the contents of the document and other public disclosure documents.

According to the Notice of the State Administration of Foreign Exchange on Reforming the
Management Mode of Foreign Exchange Capital Settlement of Foreign Investment Enterprises
( CB A1 T ) (B A OO A i 4% A ZE A M S A < 4 E A 1 7 X %8 A1) ) promulgated  on
March 30, 2015, coming effective on June 1, 2015, partially abolished on December 30, 2019, and
revised on March 23, 2023, foreign-invested enterprises could settle their foreign exchange capital
on a discretionary basis according to the actual needs of their business operations. Whilst,
foreign-invested enterprises are prohibited from using the foreign exchange capital settled in
Renminbi (1) for any expenditures beyond the business scope of the foreign-invested enterprises or
forbidden by laws and regulations; (2) for direct or indirect securities investment; (3) to provide
entrusted loans (unless permitted in the business scope), repay loans between enterprises (including
advances by third parties) or repay Renminbi bank loans that have been on-lent to a third party; and
(4) to purchase real estates not for self-use purposes (save for real estate enterprises).

On October 23, 2019, SAFE promulgated the Notice on Further Facilitating Cross-border
Trade and Investment ( BZAMIER P& B i i — S AL i 5 55 2 B & RL 3@ %1) ), which
became effective on the same date (except for Article 8.2, which became effective on January 1,
2020) and was later revised on December 4, 2023. The notice canceled restrictions on domestic
equity investments made with capital funds by non-investing foreign-funded enterprises. In
addition, restrictions on the use of funds for foreign exchange settlement of domestic accounts for
the realization of assets have been removed and restrictions on the use and foreign exchange
settlement of foreign investors’ security deposits have been relaxed. Eligible enterprises in the pilot
area are also allowed to use revenues under capital accounts, such as capital funds, foreign debts
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and overseas listing revenues for domestic payments without providing materials to the bank in
advance for authenticity verification on an item by item basis, while the use of funds should be true,
in compliance with applicable rules and conforming to the current capital revenue management
regulations.

REGULATIONS ON TAXATION
EIT

According to the EIT Law promulgated by the SCNPC on March 16, 2007, which became
effective on January 1, 2008 and was amended on February 24, 2017, December 29, 2018 and
December 6, 2024, and the Implementation Rules of the EIT Law ( <% A R ALANE 4> 2 r 580
BYEMMB]) ), promulgated by the State Council on December 6, 2007, which became effective on
January 1, 2008, and amended on April 23, 2019, a domestic enterprise which is established in
China in accordance with the laws or established in accordance with any laws of foreign country
(region) but with an actual management entity in China shall be regarded as a resident enterprise.
A resident enterprise shall be subject to an EIT of 25% of any income generated within or outside
the PRC. A preferential EIT rate shall be applicable to any key industry or project which is
supported or encouraged by the state. High and new technology enterprises which are supported by
the state may enjoy a reduced EIT rate of 15%.

According to the Notice of the MOF and the SAT on Implementing the Inclusive Tax
Deduction and Exemption Policies for Micro and Small Enterprises ( < PABGH ~ B ZBLH5 48 )5 B i
B /N A 25 BRSO S BUOR A3 ) ), during the period from January 1, 2019 to December
31, 2021, the annual taxable income of small low-profit enterprises that is not more than RMB1
million shall be included in its taxable income at the reduced rate of 25% with the applicable
enterprise income tax rate of 20%. According to the Announcement on Implementation of Income
Tax Incentives for Micro and Small Enterprises and Individually-owned Businesses ( B~ E it/
A SERVEEE TG P Ir S P HIBURAI/AH) ) and the Announcement of the State Taxation
Administration on Matters Concerning the Implementation of Preferential Income Tax Policies
Supporting the Development of Small Low-Profit Enterprises and Individual Industrial and
Commercial Households ( <[ ZBLH 48 oy B iR V& B SR /N GIOR 4 SE AN RS 105 5 48 R P 1S Bl 0
HEOKABFEHEPAE) ), during the period from January 1, 2021 to December 31, 2022, the
annual taxable income of a small low-profit enterprise that is not more than RMB1 million shall be
included in its taxable income at the reduced rate of 12.5%, with the applicable enterprise income
tax rate of 20%. According to the Notice of the MOF and the SAT on the Income Tax Incentives
to Small and Micro Enterprises and Privately-owned Businesses ( {HFEGHS ~ B Z BB 45 B/
TS SERAVEBE T 5 Ir S BB HIBUR A /AH) ) and the Notice of the MOF and the SAT on the
Relevant Tax and Fee Policies for Further Supporting the Development of Micro and Small
Enterprises and Individual Industrial and Commercial Households ( CBABGHS ~ B 48 R BE i 4 —
SRR IS ZE R BE TR P 8 R A BB EUR A ) ), which shall be in force from January 1,
2023 to December 31, 2027, for the annual taxable income of a small and low-profit enterprise, the
portion not exceeding RMB1 million shall be treated as 25% for the purpose of taxable income
calculation and subject to the enterprise income tax rate of 20%.

VAT

Pursuant to the Provisional Regulations of the PRC on Value-added Tax ( (% A R LA
HEBLE 171 61) ), promulgated by the State Council on December 13, 1993 and newly amended
on November 19, 2017, and the Detailed Rules for the Implementation of the Provisional
Regulations of the PRC on Value-added Tax ( 3 A R LA B8 (AL AT 0B EREAI R ),
promulgated by the MOF and the SAT on December 25, 1993 and latest amended on October 28,
2011 and came into effect on November 1, 2011 (collectively, the “VAT Law”), all enterprises and
individuals engaged in the sale of goods, the provision of processing, repairing and replacement of
services, and the importation of goods within the territory of the PRC must pay VAT. On November
19, 2017, the State Council promulgated the Decisions on Abolition of the Provisional Regulations

—92 _



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

REGULATORY OVERVIEW

of the PRC on Business Tax and Revision of the Provisional Regulations of the PRC on Value-added
Tax (PR 1< rprie A ROFEAN R SR A T W 5> FME Ble< i 2 N R L0 B 3 (B BT A7 e 1> 10 ke
ZE) ) (the “Order 691”). According to the VAT Law and Order 691, all enterprises and individuals
engaged in the sale of goods, the provision of processing, repairing and replacement of services,
sales of services, intangible assets, real property and the importation of goods within the territory
of the PRC are taxpayers of VAT and shall pay the VAT in accordance with the law and regulation.
The VAT rates generally applicable are simplified as 17%, 11%, 6% and 0%, and the VAT tax rate
applicable to the small-scale taxpayers is 3%. The Notice of the MOF and the SAT on Adjusting
Value-added Tax Rates ( CHFBUAR ~ BB A=) B g4 B (EBIBIA A0 RT) ), was promulgated on
April 4, 2018 and came into effect on May 1, 2018. The VAT tax rates of 17% and 11% are changed
to 16% and 10%, respectively. On March 20, 2019, the MOF, the SAT and the General
Administration of Customs jointly promulgated the Announcement on Policies for Deepening the
VAT Reform ( BN GG ERLCE A BIBOR /A5 ) ) (the “Notice 39”), which came into effect
on April 1, 2019. Pursuant to Notice 39, the tax rate of 16% applicable to the VAT taxable sale or
import of goods shall be adjusted to 13%, and the tax rate of 10% applicable thereto shall be
adjusted to 9%.

SECURITIES LAW AND REGULATIONS

The PRC Securities Law, which was promulgated by the SCNPC on December 29, 1998, and
was latest amended on December 28, 2019 and took effect on March 1, 2020, comprehensively
governs activities in China securities market including issuance and trading of securities, takeovers
by listed companies, securities exchanges, securities companies and the duties and responsibilities
of securities regulatory authorities, etc. The Securities Law further regulates that a domestic
enterprise issuing securities overseas directly or indirectly or listing their securities overseas shall
comply with the relevant provisions of the State Council and for subscription and trading of shares
of domestic companies using foreign currencies, detailed measures shall be stipulated by the State
Council separately. Currently, the issue and trading of H shares are principally governed by the
regulations and rules promulgated by the State Council and the CSRC. According to the Securities
Law and the Administrative Measures on Acquisition of Listed Companies ( I T2 FIUSC 4 B HE
%) ), where the shares held by an investor (including an overseas investor) through securities
transactions on a stock exchange or jointly with others through an agreement or other arrangements
attain 5% of the issued voting rights shares (including A-shares and H-shares) of a listed company,
the investor shall submit a written report to the CSRC and Shenzhen Stock Exchange within three
days, notify the listed company and make an announcement. Whenever the investor’s shares with
voting rights in the said listed company are increased or reduced by 1%, the investor shall notify
the listed company on the day following such occurrence, and make an announcement.

Regulations Relating to Overseas Securities Offering and Listing

The CSRC promulgated the Trial Administrative Measures of Overseas Securities Offering
and Listing by Domestic Companies ( (HENZERIMNEITHZM i EHEITHHE) (the
“Overseas Listing Trial Measures”)) and five relevant guidelines on February 17, 2023, which
took effect on March 31, 2023. The Overseas Listing Trial Measures comprehensively reformed the
regulatory regime for overseas offering and listing of PRC domestic companies’ securities, either
directly or indirectly, into a filing-based system.

According to the Overseas Listing Trial Measures, the PRC domestic companies that seek to
offer and list securities in overseas markets, either in direct or indirect means, are required to fulfill
the filing procedure with the CSRC and report relevant information. The Overseas Listing Trial
Measures provides that an overseas listing or offering is explicitly prohibited, if any of the
following applies: (i) such securities offering or listing is explicitly prohibited by provisions in PRC
laws, administrative regulations or relevant state rules; (ii) the proposed securities offering or
listing may endanger national security as reviewed and determined by competent authorities under
the State Council in accordance with laws; (iii) the domestic company intending to be listed or offer
securities in overseas markets, or its controlling shareholder(s) and the actual controller, have
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committed 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
domestic company intending to be listed or offer securities in overseas markets is currently under
investigations for suspicion of criminal offenses 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 domestic company’s controlling shareholder(s) or by other shareholder(s) that are controlled
by the controlling shareholder(s) and/or actual controller.

Where an issuer submits an application for initial public offering to competent overseas
regulators, filing application with the CSRC shall be submitted within three business days
thereafter. Subsequent securities offering of an issuer in the same overseas market where it has
previously offered and listed securities shall be filed with the CSRC within three business days after
the offering is completed. Subsequent securities offering and listing of an issuer in other overseas
markets shall be filed as initial public offering.

Moreover, upon the occurrence of any of the material events specified below after an issuer
has offered and listed securities in an overseas market, the issuer shall submit a report thereof to
CSRC within three working days after the occurrence and public disclosure of the event: (1) change
of control; (2) investigations or sanctions imposed by overseas securities regulatory agencies or
other relevant competent authorities; (3) change of listing status or transfer of listing segment; and
(4) voluntary or mandatory delisting. Where an issuer’s main business undergoes material changes
after overseas offering and listing, and is therefore beyond the scope of business stated in the filing
documents, such issuer shall submit to the CSRC an ad hoc report and a relevant legal opinion
issued by a domestic law firm within three working days after occurrence of the changes.

On February 24, 2023, the CSRC and other relevant government authorities promulgated the
Provisions on Strengthening the Confidentiality and Archives Administration of Overseas Securities
Issuance and Listing by Domestic Enterprises ( € [B#A I 56 5 A1 41> SE 45 /M7 76 5 A0 b i AH B O %%
MR RE I TAEMHBIE) ) (the “Provision on Confidentiality”), which took effect on March 31,
2023. Pursuant to the Provision on Confidentiality, where a domestic enterprise provides or publicly
discloses to the relevant securities companies, securities service institutions, overseas regulatory
authorities and other entities and individuals, or provides or publicly discloses through its overseas
listing subjects, documents and materials involving state secrets and working secrets of state
organs, it shall report the same to the competent department with the examination and approval
authority for approval in accordance with the law, and submit the same to the secrecy administration
department of the same level for filing. Domestic enterprises providing accounting archives or
copies thereof to entities and individuals concerned such as securities companies, securities service
institutions and overseas regulatory authorities shall perform the corresponding procedures
pursuant to the relevant provisions of the state.

SANCTIONS LAWS AND REGULATIONS
U.S.

The Office of Foreign Assets Control (“OFAC”) is the primary agency responsible for
administering U.S. sanctions programmes against targeted countries, entities, and individuals.
“Primary” U.S. sanctions apply to “U.S. persons” or activities involving a U.S. nexus (e.g., funds
transfers in U.S. currency even if performed by non-U.S. persons), and “secondary” U.S. sanctions
apply extraterritorially to the activities of non-U.S. persons even when the transaction has no U.S.
nexus. Depending on the sanctions program and/or parties involved, U.S. law also may require a
U.S. company or a U.S. person to “block” (freeze) any assets/property interests owned, controlled
or held for the benefit of a sanctioned country, entity, or individual when such assets/property
interests are in the United States or within the possession or control of a U.S. person. Upon such
blocking, no transaction may be undertaken or effected with respect to the asset/property interest
— no payments, benefits, provision of services or other dealings or other type of performance (in
case of contracts/agreements) — except pursuant to an authorization or license from OFAC.
OFAC’s comprehensive sanctions programmes currently apply to Cuba, Iran, North Korea, the
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Crimea region of Russia/Ukraine, and the self-proclaimed Luhansk People’s Republic and Donetsk
People’s Republic regions (the comprehensive OFAC sanctions programme against Sudan was
terminated on October 12, 2017). OFAC also prohibits virtually all business dealings with persons
and entities identified in the SDN List. Entities that a party on the SDN List owns (defined as a
direct or indirect ownership interest of 50% or more, individually or in the aggregate) are also
blocked, regardless of whether that entity is expressly named on the SDN List.

United Nations

The United Nations Security Council (the “UNSC”) can take action to maintain or restore
international peace and security under Chapter VII of the United Nations Charter. The UNSC
measures have ranged from comprehensive economic and trade sanctions to more targeted measures
such as arms embargoes, travel bans, and financial or commodity restrictions.

European Union

Under European Union sanction measures, there is no “blanket” ban on doing business in or
with a jurisdiction targeted by sanctions measures. It is not generally prohibited or otherwise
restricted for a person or entity to do business (involving non-controlled or unrestricted items) with
a counterparty in a country subject to European Union sanctions where that counterparty is not a
Sanctioned Person and not engaged in prohibited activities, such as exporting, selling, transferring
or making certain controlled or restricted products available (either directly or indirectly) to, or for
use in a jurisdiction subject to sanctions measures, provided that no funds and economic resources
are made available to the Sanctioned Persons.

United Kingdom and United Kingdom overseas territories

The United Kingdom applies its own sanctions programs and has extended its autonomous
sanctions regimes to apply to and in the United Kingdom overseas territories.

Australia

The Australian restrictions and prohibitions arising from the sanctions laws apply broadly to
any person in Australia, any Australian anywhere in the world, companies incorporated overseas
that are owned or controlled by Australians or persons in Australia, and/or any person using an
Australian flag vessel or aircraft to transport goods or transact services subject to United Nations
sanctions.

U.S. Export Controls

The United States has implemented and has proposed additional restrictions, some of which
may impact Chinese companies, including us. The United States has increased export controls
restrictions on China through the Export Administration Regulations (the “EAR”), administered by
the Bureau of Industry and Security of the U.S. Department of Commerce (the “BIS”), which
includes a list of foreign persons on which certain trade restrictions are imposed (the “Entity List”).
Where a foreign person is included on the Entity List, the export, re-export and/or transfer
(in-country) of items which are subject to the EAR generally is prohibited unless the specified
license requirements are met.

In addition, EAR also maintains a list of items, software, and technology that are subject to
export controls (the “Commerce Control List”). BIS can also implement unilateral licensing
requirements and other controls on items subject to U.S. export controls jurisdiction that can restrict
exports and reexports to certain countries, as well as transfers within a country to a different
end-user or end-use. The Commerce Control List is divided into ten categories, represented by the
first digit of the Export Control Classification Number (“ECCN”). Each ECCN is subject to the
respective control(s) and licensing requirement applicable for sales to controlled countries and/or
entities.
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