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I. TAXATION OF SECURITY HOLDERS

Taxation on income and capital gains for holders of H Shares shall be subject to the laws and
practices of the People’s Republic of China and the jurisdictions in which the holders of H Shares are
located or subject to taxes for other reasons. The following summary of certain relevant tax
regulations is based on the laws and practices in effect as of the Latest Practicable Date. Such laws
and practices are subject to change or adjustment, and may have retrospective effect. Therefore, the
following summary of tax regulations does not constitute any opinion or advice. The discussion does
not deal with all possible tax consequences relating to [REDACTED] in the H Shares, nor does it
take into account the specific circumstances of any particular investors, some of which may be
subject to special regulation. Accordingly, you should consult your own tax advisor regarding the
tax consequences of [REDACTED] in the H Shares.

The discussion does not address any PRC or Hong Kong tax issues other than income tax,
capital gains tax, value-added tax, stamp duty and estate duty. Prospective [REDACTED] are urged
to consult their financial advisors regarding the PRC, Hong Kong and other tax consequences of
holding and [REDACTED] of H Shares.

(I) Taxation on Dividends
1. Individual investors

According to the Individual Income Tax Law of the People’s Republic of China ({*# A
RN B BT 153815 )) (the “Individual Income Tax Law”), as amended by the Standing
Committee of the National People’s Congress on August 31, 2018 and effective from January 1,
2019, and the Implementation Provisions of the Individual Income Tax Law of the People’s
Republic of China (€H 2 A R A1 B8 A BT 15 B 125 E {5 %11)), as amended by the State Council
on December 18, 2018 and effective from January 1, 2019, when a PRC enterprise distributes
dividends to individual investors, income tax shall be withheld and prepaid at a uniform rate of
20%. For foreign individuals who are not PRC residents, dividends received from PRC
enterprises are generally subject to individual income tax at a rate of 20%, unless specifically
exempted by the tax authorities of the State Council or reduced under relevant tax treaties.

According to the Notice on Issues Concerning Differentiated Individual Income Tax
Policies for Dividends and Bonuses of Listed Companies (B 2 7 BE AL A 2= Al L8 A
FIr A5 BLBOR A B )8 A1), issued by the Ministry of Finance, the State Administration of
Taxation, and the CSRC on September 7, 2015 and effective from September 8, 2015, for stocks
of listed companies acquired by individuals from public offerings or the transfer market, if the
holding period exceeds one year, the dividend and bonus income is temporarily exempted from
individual income tax; if the holding period is less than one month (inclusive), the full amount
of dividend and bonus income is included in the taxable income; if the holding period is more
than one month but less than one year (inclusive), 50% of the income is temporarily included in
the taxable income; the aforesaid income is subject to individual income tax at a uniform rate of
20%.

Pursuant to the Arrangement between the Mainland China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (A M AN 7 5 435 Bl 47 I i B8 i 36 iy 45 ki 4 8 7 A0 B AN
Bii 1E i Js 6 9 %2 HE)) (the “Arrangement™) signed 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 gross amount of the
dividends. If a Hong Kong resident directly holds 25% or more of the equity interest in a PRC
company, and is the beneficial owner of the dividends and satisfies other conditions, such tax
shall not exceed 5% of the gross amount of the dividends payable by the PRC company.

- 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

The Fifth Protocol to the Arrangement between the Mainland China and the Hong Kong
Special Administrative Region for the Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with Respect to Taxes on Income (€< /A1 H A7 5 15 Bl A7 B 157 B i 34 Py 75 3k £ B 7
BB AN B 1EAfr U A 1 22 P ) 58 FLER E 2E)) (the “The Fifth Protocol”), effective from December 6,
2019, stipulates that the above provisions shall not apply to arrangements or transactions made
for the primary purpose of obtaining the above-mentioned tax benefits.

In addition, the application of the dividend clauses of tax agreements is subject to the
provisions set out in PRC tax laws and regulations, including the guidelines specified in the
Notice of the State Administration of Taxation on the Issues Concerning the Application of the
Dividend Clauses of Tax Agreements (Guo Shui Han [2009] No. 81) (<8 i %5 44 J5) B it 47 Bl
Wi T S e SR AT T T R %) 2 60 ) (BRI B BKI[2009]8 155%) ), which took effect on February 20, 2009.
Compliance with such regulations is necessary for determining the tax applicable to dividends
under the Arrangement.

2. Enterprise investors

According to the Enterprise Income Tax Law of the People’s Republic of China ({*#E A
RALFN B 2 r /5874 )) (the “EIT Law”), promulgated by the National People’s Congress on
March 16, 2007, last amended on and effective from December 29, 2018, and the Regulations
on the Implementation of the Enterprise Income Tax Law of the People’s Republic of China
(CHp N RS 3 A 2E T S RIS B4 19]) ), promulgated by the State Council on December 6,
2007 and last amended on December 6, 2024, if a non-resident enterprise has no establishment
or place of business in the PRC, or has an establishment or place of business in the PRC but the
income derived from the PRC is not directly connected with such establishment or place of
business, such non-resident enterprise shall be subject to a 10% enterprise income tax on its
income derived from the PRC (including dividends from PRC resident enterprises). The
aforesaid withholding tax payable by a non-resident enterprise shall be withheld at source,
whereby the payer of the income must withhold the income tax from the amount to be paid to
the non-resident enterprise. Such withholding tax may be reduced or exempted under an
applicable treaty for the avoidance of double taxation.

The Notice of the State Administration of Taxation on the Issues Concerning
Withholding the Enterprise Income Tax on the Dividends Distributed by PRC Resident
Enterprises to Overseas H-share Holders Which Are Non-resident Enterprises (Guo Shui Han
[2008] No. 897) (I ZE A5 48 Jay Bl % v B i FRe 4> 2 ol 355 S H B T IR A S i R IR 38 e B AR XA
A 3E i 15 B0 A B A RE %) 28 ) (BB PRI[2008]1897%%) ), promulgated and implemented by the SAT
on November 6, 2008, further clarifies that when a PRC resident enterprise distributes
dividends for 2008 and subsequent years to its non-resident enterprise sharcholders of overseas
H Shares, it must withhold and pay enterprise income tax at a uniform rate of 10%. In
addition, the Reply of the Imposition of Enterprise Income Tax on B-share and Other
Dividends of Non-resident Enterprises (Guo Shui Han [2009] No. 394) (<[ % #i %5 48 )= BH i FE
Jai B A SE BTG B4 i 5 1 S i A 2E T A5 B R R 1L 78) (B BE1KI[2009]3945%) ), promulgated
and implemented by the State Administration of Taxation on July 24, 2009, further provides
that any PRC resident enterprise listed on an overseas stock exchange must withhold and pay
enterprise income tax at a rate of 10% on the annual dividends distributed to its non-resident
enterprise shareholders in 2008 and thereafter. The above-mentioned tax rate may be further
modified pursuant to the tax treaty that the PRC has concluded with the relevant jurisdiction.

Pursuant 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 gross amount of the dividends. If a Hong Kong resident directly
holds 25% or more of the equity interest in a PRC company, and is the beneficial owner of the
dividends and satisfies other conditions, such tax shall not exceed 5% of the gross amount of
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1)

the dividends payable by the PRC company. The Fifth Protocol stipulates that the above
provisions shall not apply to arrangements or transactions made for the primary purpose of
obtaining the above-mentioned tax benefits.

In accordance with applicable regulations, the Company intends to withhold tax at a rate
of 10% from dividends paid to non-PRC resident enterprise shareholders of H Shares
(including HKSCC Nominees Limited). Non-PRC resident enterprises entitled to a reduced tax
rate under an applicable income tax treaty will need to apply to the PRC tax authorities for a
refund of the portion of the withheld tax that exceeds the applicable treaty rate, and such
refund is subject to verification by the PRC tax authorities.

3. Tax treaties

Non-PRC resident investors whose country or jurisdiction of residence has signed an
agreement for the avoidance of double taxation with the PRC may be entitled to a reduced rate
of enterprise income tax on dividends received from PRC companies. The PRC currently has
treaties or arrangements for the avoidance of double taxation with multiple countries and
regions, including the Hong Kong Special Administrative Region, the Macau Special
Administrative Region, Australia, Canada, France, Germany, Japan, Malaysia, the
Netherlands, Singapore, the United Kingdom and the United States. A non-PRC resident
enterprise entitled to a preferential tax rate under a relevant income tax treaty or arrangement
must apply to the PRC tax authorities for a refund of the enterprise income tax exceeding the
treaty rate, and the refund application is subject to the approval of the PRC tax authorities.

Taxes on Transfer of Shares
1.  Individual investors

According to the Individual Income Tax Law and its implementation regulations, gains
realized from the sale of equity in a PRC resident enterprise are subject to individual income
tax at a rate of 20%. According to the Circular on Continuing the Temporary Exemption of
Individual Income Tax on Income from the Transfer of Stocks (Cai Shui Zi [1998] No. 61) ({F
TR N 8 R S T A5 4 AT S (R N BT AR B A ) (AR 7 [199816198) ), jointly issued by
the Ministry of Finance and the State Administration of Taxation on March 30, 1998,
income derived by individuals from the transfer of shares of listed companies has been
temporarily exempted from individual income tax since January 1, 1997.

Although the Individual Income Tax Law and its implementation regulations do not
explicitly state whether the exemption of individual income tax on gains from the transfer of
listed shares by individuals continues, according to the Circular on Relevant Issues Concerning
the Collection of Individual Income Tax on Income from the Transfer of Restricted Shares of
Listed Companies (Cai Shui [2009] No. 167) (B R A5 17 2> &) BR &S B BT 15 B0 i/ A BT 15
B B R RE A 48 A1) (A BE[2009]167%%) ), jointly promulgated by the Ministry of Finance, the
State Administration of Taxation and the CSRC on December 31, 2009 and effective from
January 1, 2010, and the Supplementary Circular on Relevant Issues Concerning the Collection
of Individual Income Tax on Income from the Transfer of Restricted Shares of Listed
Companies (Cai Shui [2010] No. 70) (<BEA R 58 2w BB T 1 SoloE A BT 1558 A BE i
A LA (I BL[2010]70%%) ), jointly promulgated on November 10, 2010, income derived
by individuals from the transfer of listed shares on specific domestic stock exchanges (including
the Shenzhen Stock Exchange) continues to be exempt from individual income tax, with the
exception of restricted shares.
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As of the Latest Practicable Date, the above provisions have not explicitly stipulated
whether individual income tax should be levied on the gains derived by non-PRC resident
individuals from the sale of shares of PRC resident enterprises listed on overseas stock
exchanges (such as the Hong Kong Stock Exchange). In practice, the PRC tax authorities have
not collected income tax on the gains derived by non-PRC resident individuals from the sale of
shares of PRC resident enterprises listed on overseas stock exchanges.

2. Enterprise investors

According to the EIT Law and its implementation regulations, if a non-resident enterprise
has no establishment or place of business in the PRC, or has an establishment or place of
business in the PRC but its income derived from the PRC is not actually connected with such
establishment or place of business, the non-resident enterprise shall be subject to enterprise
income tax at a rate of 10% on its income derived from the PRC (including gains from the sale
of equity in PRC resident enterprises). The aforesaid income tax payable by a non-resident
enterprise shall be withheld at source, with the payer of the income acting as the withholding
agent, who must withhold the income tax upon each payment or when the payment becomes
due. Such tax may be reduced or exempted under an applicable treaty for the avoidance of
double taxation.

(IIT) Value-Added Tax on Transfer of Shares

According to the Circular on Comprehensively Promoting the Pilot Program of Replacing
Business Tax with Value-Added Tax (Cai Shui [2016] No. 36) (B 2 1 i B & SEBL SUE 3% (E B 5t 2
B4 1) (BABE[2016]36%%)), which was implemented by the Ministry of Finance and the State
Administration of Taxation from May 1, 2016 and subsequently amended multiple times, entities
and individuals engaged in the sale of services in the PRC are subject to value-added tax, and “sale of
services in the PRC” refers to transactions where the service provider or recipient is located within
the PRC. The transfer of financial products (including the transfer of ownership of marketable
securities) is subject to a 6% value-added tax on the taxable income (i.e., the balance of the sales
price after deducting the purchase price). This VAT liability applies to general and foreign VAT
payers. It is worth noting that individuals who transfer financial products are exempt from
value-added tax.

According to the above provisions, non-resident individuals who sell or dispose of H Shares are
exempt from PRC value-added tax. However, if the holder is a non-resident enterprise and the buyer
of the H Shares is an individual or entity located outside the PRC, the holder may not be required to
pay PRC value-added tax; conversely, if the buyer of the H Shares is an individual or entity located
within the PRC, the holder may be required to pay PRC value-added tax. Given the lack of explicit
provisions, it remains uncertain in practice whether a non-PRC resident enterprise is required to pay
PRC value-added tax on the disposal of H Shares.

Meanwhile, VAT payers are also subject to urban maintenance and construction tax, education
surcharge and local education surcharge, which typically amount to 12% of the actual VAT payable
(if any).

(IV) Stamp Duty

According to the Stamp Tax Law of the People’s Republic of China (€ #E A R0 E EIAERL
%)), promulgated by the Standing Committee of the National People’s Congress on June 10, 2021
and effective from July 1, 2022, PRC stamp tax applies to all types of documents that are legally
binding and protected by PRC law in the PRC. Therefore, PRC stamp tax does not apply to the
purchase or sale of H Shares outside the PRC.

(V) Estate Duty

Under current PRC law, the PRC does not currently levy an estate duty.
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(VI) Tax Policies for Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect

The Ministry of Finance, the State Administration of Taxation, and the CSRC jointly issued
the Circular on Tax Policies for the Pilot Program of the Shanghai-Hong Kong Stock Connect (Cai
Shui [2014] No. 81) (<B4 & i fB 52 17 25 52 5 0 W 138 A o) ot A Rl B0 WS B8O ey 2 ) (A B [2014]18 1
%)) on October 31, 2014 and the Circular on Tax Policies for the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (Cai Shui [2016] No. 127) (B A G B 22117 35 58 5 0. HL 30 1%
il 7k 6 BR B SO B SR 48 N ) (BABE[2016]127%%)) on November 5, 2016, which stipulate that for
Mainland enterprise investors investing in stocks listed on the Hong Kong Stock Exchange through
the Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect, the gains from
transfer price differences and dividend income shall be included in their total income and subject to
enterprise income tax in accordance with the law. Among these, dividend income obtained by
Mainland resident enterprises from continuously holding H Shares for 12 months is exempted from
enterprise income tax in accordance with the law. H-share companies do not withhold income tax on
dividends for Mainland enterprise investors; the tax payable shall be declared and paid by the
enterprises themselves.

For dividends obtained by Mainland individual investors from investing in H Shares listed on
the Hong Kong Stock Exchange through the Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect, the H-share company shall apply to the China Securities
Depository and Clearing Corporation Limited (“CSDC”), which will provide the H-share company
with a list of Mainland individual investors, and the H-share company shall withhold individual
income tax at a rate of 20%. Individual investors may apply for tax credits for withholding tax
already paid overseas by presenting valid tax deduction certificates to the competent tax authority of
CSDC. For dividend income obtained by Mainland securities investment funds from investing in
stocks listed on the Hong Kong Stock Exchange through the Shanghai-Hong Kong Stock Connect
and Shenzhen-Hong Kong Stock Connect, individual income tax shall be levied in accordance with
the above provisions.

According to the Announcement on Continuing the Implementation of Individual Income Tax
Policies related to the Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect and Mutual
Recognition of Funds between the Mainland China and Hong Kong (B 4E 48 it JE s ~ R Ik 22
T 35 28 7 "B e T3 % o R A B A v < SR BRI N A BLEUR A 45)), jointly issued by the
Ministry of Finance, the State Administration of Taxation and the CSRC on August 21, 2023, the
gains derived by Mainland individual investors from the transfer of stocks listed on The Stock
Exchange of Hong Kong Limited through the Shanghai-Hong Kong Stock Connect and
Shenzhen-Hong Kong Stock Connect, and the gains from the transfer of Hong Kong fund units
through the mutual recognition of funds, continue to be temporarily exempted from individual
income tax. This announcement is effective until December 31, 2027.

II. PRINCIPAL TAXATION OF OUR COMPANY IN THE PRC
(I) Enterprise Income Tax

According to the EIT Law, in the PRC, enterprises and other organizations that derive income
are taxpayers of enterprise income tax, and the statutory enterprise income tax rate is 25%.

According to the Administrative Measures for Recognition of High and New-Technology
Enterprises (RBTHEiiT {25582 & #PFL)), promulgated by the Ministry of Science and
Technology, the Ministry of Finance and the State Administration of Taxation on April 14, 2008,
amended on January 29, 2016 and effective from January 1, 2016, enterprises recognized as high and
new-technology enterprises may apply to enjoy a preferential enterprise income tax rate of 15% in
accordance with the relevant provisions of the EIT Law, with each recognition being valid for three
years.
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(IT) Value-Added Tax

The Value-added Tax Law of the People’s Republic of China ({H#E A R ILAN B (ERLL)),
promulgated by the Standing Committee of the NPC on December 25, 2024 and effective from
January 1, 2026, provides that entities and individuals engaging in the sale of goods, services,
intangible assets, real properties and the importation of goods within the territory of the PRC are
taxpayers of VAT and shall pay VAT in accordance with the law.

According to the Announcement on Relevant Policies for Deepening VAT Reform (Bt %1t
HOE B A BRI /245 )) issued by the Ministry of Finance, the State Administration of
Taxation and the General Administration of Customs on March 20, 2019 and effective from April 1,
2019, the current main VAT rates are: 13% (applicable to the sale of goods, tangible movable
property leasing services and imported goods), 9% (applicable to the sale of construction services,
real estate and land use rights, etc.) and 6% (applicable to the sale of other services and intangible
assets). The levy rate applicable to small-scale taxpayers is 3% (1% applies in some cases).

III. FOREIGN EXCHANGE CONTROL

The lawful currency of the PRC is Renminbi, which is currently subject to foreign exchange
control and cannot be freely converted into foreign currency. The State Administration of Foreign
Exchange, under the People’s Bank of China, is responsible for managing all matters related to
foreign exchange, including the implementation of foreign exchange control regulations.

According to the Regulations on Foreign Exchange Control of the People’s Republic of China
(CHR#E N R LA B A ESE #L6 61)) promulgated by the State Council on January 29, 1996 and
effective from April 1, 1996 (subsequently amended on January 14, 1997 and August 5, 2008,
hereinafter referred to as the “Foreign Exchange Control Regulations”), all international payments
and transfers are classified into current account items and capital account items. The amended
Foreign Exchange Control Regulations specify that the state does not impose any restrictions on
international payments and transfers under the current account; for capital accounts, foreign
institutions and individuals making direct investments in the PRC shall, after approval by the
relevant competent authorities, register with the foreign exchange administration authorities, and
the foreign exchange and settled funds under capital accounts shall be used for the purposes
approved by the relevant competent authorities and foreign exchange administration authorities.

According to the Regulations on the Administration of Settlement, Sale and Payment of
Foreign Exchange ({450 ~ [ & AT FEE HEHLE )) promulgated by the People’s Bank of China on
June 20, 1996 and effective from July 1, 1996, while abolishing various other restrictions on foreign
exchange conversion under the current account, the existing restrictions on foreign exchange
transactions under the capital account are still retained.

According to the Announcement on Reforming the RMB Exchange Rate Regime (Bt 5¢ 3% A
F s B 5 TP B0 i PAC#E /A 25 ) promulgated and implemented by the People’s Bank of China on
July 21, 2005, since July 21, 2005, the PRC has implemented a managed floating exchange rate
system based on market supply and demand with reference to a basket of currencies, and the RMB
exchange rate is no longer pegged to the U.S. dollar. The People’s Bank of China announces the
closing rate of the Renminbi against trading currencies such as the U.S. dollar in the inter-bank
foreign exchange market after the market closes on each business day, which serves as the central
parity rate for the trading of that currency against the Renminbi on the following business day.

According to the relevant PRC laws and regulations, PRC enterprises (including
foreign-invested enterprises) which need foreign exchange for current account transactions may,
without the approval of the foreign exchange administration authorities, make payments through
foreign exchange accounts opened with designated foreign exchange banks, provided that valid
transaction receipts or vouchers are provided. Foreign investment enterprises which need foreign
exchange for the distribution of profits to their shareholders and PRC enterprises which, in
accordance with regulations, are required to pay dividends to their shareholders in foreign exchange

— III-6 —



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

may, on the strength of decisions of the Board of Directors or the shareholders’ meetings on the
distribution of profits, effect payment from foreign exchange accounts at designated foreign
exchange banks or conduct exchange and payment at designated foreign exchange banks.

According to the Decision of the State Council on Cancelling and Adjusting a Batch of
Administrative Approval Items (Guo Fa [2014] No. 50) (<% B B 7 B A 3 5 — A7 B GE LT H
LEHIAPYE) (B%[2014]50%% ) ) promulgated and implemented by the State Council on October 23,
2014, the approval requirement of the State Administration of Foreign Exchange and its branches
for the repatriation and settlement of funds raised from overseas listed foreign shares has been
cancelled.

According to the Notice of the State Administration of Foreign Exchange on Issues Concerning
the Foreign Exchange Administration of Overseas Listing (Hui Fa [2014] No. 54) (B % M # 5
B S5 A0 1T 40 R A HELAT B B LY 28 0 ) (BE3$[2014]54%%)) promulgated and implemented by the
State Administration of Foreign Exchange on December 26, 2014: (i) the State Administration of
Foreign Exchange and its branches shall supervise, manage and inspect the business registration,
account opening and use, cross-border receipts and payments, and fund conversion related to the
overseas listing of domestic companies; (ii) a domestic company shall, within 15 working days from
the end of its overseas listing and issuance, register its overseas listing with the local branch of the
State Administration of Foreign Exchange at its place of registration; (iii) funds raised from the
overseas listing of a domestic company may be repatriated to the corresponding domestic entity or
kept overseas, and the use of funds shall be consistent with the relevant content listed in the
documents and other public disclosure documents; (iv) after the overseas listing of a domestic
company, if its domestic shareholders intend to increase or decrease their holdings of overseas shares
in accordance with relevant regulations, they shall, within 20 working days before the proposed
increase or decrease, register their overseas shareholdings with the local foreign exchange bureau
with relevant materials; (v) domestic companies (excluding banking financial institutions) shall,
based on their overseas listing business registration certificates, open a “special foreign exchange
account for overseas listing of domestic companies” with a domestic bank for their initial public
offering (or additional offering) and repurchase businesses to handle the fund conversion and
transfer for related businesses.

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
(Hui Fa [2015] No. 13) (KB Z A 255 BE A #E— A5 i (b 0 el B $2 4% 6 A1 e 4 3L 05K 1Y) 4 0 ) ( e
#%[2015]13%%)) promulgated by the State Administration of Foreign Exchange on February 13, 2015
and effective from June 1, 2015, two administrative approval items, namely the approval of foreign
exchange registration for domestic direct investment and the approval of foreign exchange
registration for overseas direct investment, have been cancelled. Instead, banks shall directly
review and handle foreign exchange registration for domestic direct investment and overseas direct
investment, and the State Administration of Foreign Exchange and its branches shall exercise
indirect supervision over the foreign exchange registration of direct investment through banks.

According to the Circular of the SAFE on Reforming and Regulating Policies for the
Administration over Foreign Exchange Settlement of Capital Accounts (Hui Fa [2016] No. 16) (2
5% 4/IMREE A5 L [ 7 v R AL 0 A T 5% T A P IBE 3R ) R ) (R [2016]169%) ), promulgated by the
State Administration of Foreign Exchange on June 9, 2016 and amended on December 4, 2023,
foreign exchange receipts under capital accounts subject to discretionary settlement (including
foreign exchange capital, foreign debt funds, and repatriated funds from overseas listings) may be
settled with banks according to the actual business needs of domestic institutions; the discretionary
settlement ratio for foreign exchange receipts under the capital accounts of domestic institutions is
temporarily set at 100%, and the State Administration of Foreign Exchange may adjust the said
ratio based on the balance of payments situation.
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According to the Circular of the SAFE on Further Promoting the Reform of Foreign Exchange
Administration and Improving the Review of Authenticity and Compliance (Hui Fa [2017] No. 3)
(CIB 2 51 M AT 2L S5 I I A — A0 ff A A R A BB I 5 3 U RRUPE S AZ O3 ) (HE 3 [2017]39F) ),
promulgated and implemented by the State Administration of Foreign Exchange on January 18,
2017, the scope of settlement for domestic foreign exchange loans was further expanded, allowing
domestic foreign exchange loans with a background in goods trade exports to be settled; funds under
domestic guarantees for foreign loans are allowed to be repatriated for domestic use; settlement of
domestic foreign exchange accounts of foreign institutions within free trade pilot zones is allowed;
and unified management of domestic and foreign currency for all outbound loans is implemented,
whereby the total outstanding balance of domestic and foreign currency outbound loans by a
domestic institution shall not exceed 30% of its owner’s equity in the audited financial statements of
the previous year.

According to the Circular on Further Promoting Cross-border Trade and Investment
Facilitation (Hui Fa [2019] No. 28) (KB #E— {28 55 8 5 8O& AL i 48 50 (FE#E[2019]28
%)), promulgated by the State Administration of Foreign Exchange on October 23, 2019 and
amended on December 4, 2023, all foreign-invested enterprises are allowed to use the Renminbi
converted from their foreign currency-denominated capital for equity investment within the PRC,
provided that the relevant equity investment projects within the PRC are authentic and compliant
and conform to the Negative List for foreign investment; eligible enterprises in pilot areas are
allowed to use income under capital accounts such as capital, foreign debt, and overseas listings for
domestic payments without providing authenticity supporting materials to the bank on a
case-by-case basis in advance, provided that their use of funds is authentic, compliant, and in line
with the current administrative regulations on the use of capital account income.

According to the Circular on Optimizing Administration of Foreign Exchange to Support the
Development of Foreign-related Business ({2540 MG B 5y B i B AL &0 FEGE B S Rr v A1 3605 55 R 1
#H)) by the SAFE, promulgated and implemented by the State Administration of Foreign
Exchange on April 10, 2020, the reform to facilitate the payment of capital account income is
promoted nationwide, allowing eligible enterprises to use income under capital accounts such as
capital, foreign debt, and overseas listings for domestic payments without providing authenticity
supporting materials to the bank on a case-by-case basis in advance, provided that the use of funds is
authentic, compliant, and in line with the current administrative regulations on the use of capital
account income.
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