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APPLICABLE LAWS AND REGULATIONS TO OUR BUSINESS IN THE PRC
Regulations on Corporation and Foreign Investment

The establishment, operation and management of corporate entities in the PRC is
governed by the Company Law of the PRC ({(H3#EANRILMEAHE]E)), which was
promulgated by the Standing Committee of the National People’s Congress of the PRC (the
“SCNPC”) on December 29, 1993 and came into effect on July 1, 1994, and was last amended
on December 29, 2023 and became effect on July 1, 2024. The Company Law of the PRC
generally governs two types of companies, namely limited liability companies and joint stock
limited companies. Both types of companies have the status of legal persons, and the liability
of shareholders of a limited liability company or a joint stock limited company is limited to the
amount of registered capital they have contributed. The Company Law of the PRC shall also
apply to foreign invested companies in form of limited liability company or joint stock limited
company. Where laws on foreign investment have other stipulations, such stipulations shall
prevail.

On January 1, 2020, the Foreign Investment Law of the PRC ({H 3 A &I A1 4h i £ &
%)) (the “FIL”) and the Regulations on the Implementation of the Foreign Investment Law
of the PRC (<2 A [0 B 41 i 43 & 1 B it 15 191)) became effective. On December 30, 2019,
the Ministry of Commerce of the PRC (the “MOFCOM?”) and the State Administration for
Market Regulation (the “SAMR”) jointly promulgated the Measures for Reporting of
Information on Foreign Investment ({F}p#% & (5 845 #E%)), which came into effect on
January 1, 2020 and pursuant to which, foreign investors shall submit an initial or change
report through the Enterprise Registration System when establishing foreign-invested
enterprises or acquiring equity in non-foreign-invested enterprises and for any subsequent
changes.

Pursuant to the FIL, China has adopted a system of national treatment which includes a
negative list with respect to foreign investment administration. The Special Administrative
Measures (Negative List) for the Access of Foreign Investment (2024 Version) ({ZM i & A
TR A e (B TG BE) (20244F %) )) (the “Negative List”), which were promulgated by the
National Development and Reform Commission (the “NDRC”) and the MOFCOM on
September 6, 2024 and became effective on November 1, 2024 and the Catalog of Industries
for Encouraging Foreign Investment (2025 Version) (CEEhZNG 4 & % H Bk (20254F/7) ))
(the “Encouraging Catalog”), which was promulgated by the NDRC and the MOFCOM on
December 15, 2025 and became effective on February 1, 2026, listed the categories of
encouraged, restricted, and prohibited industries. Any industry not included in the Negative
List shall be administered under the principle of equal treatment to domestic and foreign
investment.

Regulations on Food Safety

According to the Food Safety Law of the PRC ({HF#EANRILHEE M Z2IE)),
promulgated on February 28, 2009 and last amended on September 12, 2025, and the
Implementation Regulations of the Food Safety Law of the PRC ({H % A\ R ILFNE & 5 &% 4
B i1 1)) issued on July 20, 2009 and last amended on October 11, 2019 and became effective
on December 1, 2019, and the Measures for the Administration of Food Business Licenses and
Registration (CB i 882 57 o] Filf 228 L)) promulgated by SAMR on June 15, 2023, and
took effect on December 1, 2023. To engage in food production, sale or catering services, the
business operators shall obtain a license in accordance with the laws and regulations.
Furthermore, the State Council implements strict supervision and administration for special
categories of foods such as dietary supplement, special formula foods for medical purposes
and infant formulas.

— 84 —



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

REGULATORY OVERVIEW

Regulations on Sanitation of the Public Assembly Venue

The Regulation for the Administration of Sanitation of the Public Assembly Venue ({2
L85 B i A2 45 BB 91)) effective on April 1, 1987 and last amended on December 6, 2024, and
the Implementation Rules for the Regulation for the Administration of Sanitation of the
Public Assembly Venue (€735 F7 5 A= A& SR 51 B it 41 I )) effective on May 1, 2011, and last
amended on December 26, 2017, were promulgated by the State Council and the Ministry of
Health (later known as National Health Commission of the PRC) respectively. Depending on
the requirements of the local health and family planning administrations, public place
operator is required to obtain a public assembly venue hygiene license from the local health
authority after it applies for a business license to operate its business.

Regulations on Fire Prevention

According to the Fire Prevention Law of the PRC ({3 AR ILHNEHBE %))
promulgated by the National People’s Congress (the “NPC”) on April 29, 1998 and last
amended on April 29, 2021, before the use of or commencement of the business operations in
public gathering places, any construction entities or entities using such places must apply for a
fire safety inspection with the fire rescue agencies of the local people’s governments of such
places at or above the county level. Putting a public gathering place into use or into business
operation without permission and when the place has not undergone fire safety and protection
inspections or has failed to meet fire safety and protection requirements shall result in an order
to suspend construction, use, production or business operations and a fine of not less than
RMB30,000 and not more than RMB300,000 from the competent departments of housing and
urban-rural development and the relevant fire rescue agencies (according to their respective
duties).

Regulations on Production Safety

According to the Production Safety Law of the PRC ({1 # N RILHE % 24 FE L)), or
the Production Safety Law, promulgated by the SCNPC on June 29, 2002 and implemented on
November 1, 2002, and last revised on June 10, 2021, entities engaged in production and
business activities in Chinese Mainland shall comply with the Production Safety Law and
other laws and regulations related to production safety. Violation of the Production Safety
Law may result in imposition of fines and penalties, suspension of operation, an order to cease
operation, or even criminal liability in severe cases.

Regulations on Product Quality

According to the Product Quality Law of the PRC ({3 A R ILAIE 2= 5B &%)
enacted by the SCNPC on February 22, 1993, and most recently amended and implemented on
December 29, 2018, producers shall be responsible for the quality of their products.

Regulations on Production and Sales of Cosmetics

According to the Regulation on the Supervision and Administration of Cosmetics ({{tik
mh BB A ) ), which was promulgated by the State Council on June 16, 2020 and became
effective on January 1, 2021, and the Measures for the Supervision and Administration of
Production and Operation of Cosmetics ({fbitldhAzmE 4848 B BHE X)), which was
promulgated by SAMR on August 2, 2021 and became effective on January 1, 2022, any
entity that engages in cosmetic production activities within the PRC shall obtain a cosmetics
production license in accordance with the PRC law. Cosmetic registrants and recordation
entities may produce cosmetics themselves or entrust other enterprises to produce cosmetics
on their behalf. If cosmetics are produced under entrustment, the registrants or recordation
entities shall entrust enterprises that have obtained the corresponding cosmetics production
license, and shall supervise the production activities of the entrusted enterprises to ensure that
production is carried out in accordance with legal requirements.
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Regulations on Single-Purpose Commercial Pre-Paid Cards

The Administrative Measures for Single-purpose Commercial Prepaid Cards (for Trial
Implementation) (A& EF AR HMEL (3017))) was promulgated by the Ministry of
Commerce on September 21, 2012 and amended on August 18, 2016. Single-purpose
commercial pre-paid cards refer to pre-paid certificates that are issued by an enterprise
engaged in retail, accommodation, catering, and residential services, and which are exclusively
used to pay for goods or services within the group to which the enterprise belongs to or within
the franchise system of one brand. In accordance with relevant provisions of the said
Measures, card issuers shall file with the competent commerce department at the location of
industrial and commercial registration for record, within 30 days of starting to offer
single-purpose card services.

Regulations on Advertisement

According to the Advertising Law of the PRC ({3 A\ R AL A1 & %5 7%)) promulgated
by the SCNPC on October 27, 1994 and most recently revised on April 29, 2021, no
advertisement shall contain any false or misleading information, and shall not deceive or
mislead consumers. In any advertisement, where there are statements regarding the
performance, function, place of origin, purpose, quality, ingredients, price, producer, valid
period and guarantees of the product, or the content, provider, form, quality, price and
guarantees of the service, such statements shall be accurate, clear and explicit.

According to the Measures for the Administration of Internet Advertisements (< E 14
J# 4545 B IEEL)), which was issued by the SAMR on February 25, 2023 and became effective
from May 1, 2023, advertisers are responsible for the authenticity of the content of Internet
advertisements. Where a product seller or service provider promotes goods or service through
livestreaming over the internet and such promotion constitutes a commercial advertisement,
they shall, in accordance with the law, assume the responsibilities and obligations of an
advertiser.

Regulations on Consumer Rights and Benefits

The PRC Consumer Rights and Interests Protection Law ({H#e A R 34 0[50 14 22 5 4 45 R
#17%)) (the “Consumer Protection Law”), which was promulgated on October 31, 1993, and
came into effect on January 1, 1994, and was last amended in 2013. Pursuant to the Consumer
Protection Law, business operators must guarantee that the commodities they sell satisfy the
requirements for personal or property safety, provide consumers with authentic information
about the commodities, and guarantee the quality, function, usage, and term of validity of the
commodities. Failure to comply with the Consumer Protection Law may subject business
operators to civil liabilities such as refunding purchase prices, replacing or repairing the
commodities, mitigating the damages, compensation, and restoring the reputation, and subject
the business operators or the responsible individuals to criminal penalties if business operators
commit crimes by infringing the legitimate rights and interests of consumers.
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Regulations on Commercial Franchising

Pursuant to the Regulations on the Administration of Commercial Franchising ({7 2£4%
T8 E AR B)), or the Franchising Regulations, which promulgated by the State Council
on February 6, 2007, and became effective on May 1, 2007, requires that any enterprise
engaging in trans-provincial franchise business shall register with the MOFCOM, and any
enterprise engaging in franchise business within one province shall register with the provincial
counterpart of the MOFCOM. On April 30, 2007, the MOFCOM promulgated the
Administrative Measures for the Filing of Commercial Franchisees ({7247 748255 R85 H
##%:)), which became effective on May 1, 2007, was most recently amended on December 29,
2023, and sets forth in detail the procedures and documents required for such filing.

Regulations on Value-Added Telecommunications Services

The Telecommunications Regulations of the PRC ({1 #E A\ RILFIEE(EHH])) (the
“Telecommunications Regulations”) promulgated by the State Council on September 25, 2000
and last amended on February 6, 2016, provide a regulatory framework for
telecommunications services providers in the PRC. The Telecommunications Regulations
require telecommunications services providers to obtain an operating license prior to the
commencement of their operations. The Telecommunications Regulations categorize
telecommunications services into basic telecommunications services and the value-added
telecommunications services (the “VATS”). According to the Catalogue of
Telecommunications Business ((E{F 257081 H #k)), attached to the Telecommunications
Regulations, which was promulgated by the Ministry of Information Industry of the PRC (the
“MII”, which is the predecessor of Ministry of Industry and Information Technology of the
PRC, the “MIIT”) and last amended by MIIT on June 6, 2019, internet information services
fall within the VATS.

The Administrative Measures for Telecommunications Businesses Operating Licensing
(CEEEB KRS EHIFE)) (the “Telecommunications Measures”), which took effect on
April 10, 2009 and was last amended on July 3, 2017, set forth more specific provisions
regarding the types of licenses required to operate value-added telecommunications services,
the qualifications and procedures for obtaining the licenses, and the administration and
supervision of these licenses.

The Administrative Measures on Internet Information Services (CH.8# 4915 B MR & 1 HE
%)) (the “Internet Measures”), which were promulgated by the State Council on September
25, 2000 and latest amended on December 6, 2024, set out guidelines on the provision of
internet information services. The Internet Measures classified internet information services
into commercial internet information services and non-commercial internet information
services. A commercial internet information services provider shall obtain a value-added
telecommunications business operating license from the competent telecommunications
authorities.
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Foreign direct investment in telecommunications companies in China is governed by the
Regulations for the Administration of Foreign-Invested Telecommunications Enterprises ({4}
PG EE A EEHBE)) (the “FITE Regulations”), which was promulgated by the State
Council on December 11, 2001 and most recently amended and took effect from May 1, 2022.
According to the FITE Regulations and the Negative List, as for the value-added
telecommunications business types which fall within China’s commitment to the World
Trade Organization (“WTO”), the ultimate capital contribution percentage by foreign
investor(s) in a foreign-invested value-added telecommunications enterprise shall not exceed
50%, except as otherwise stipulated by the state.

On April 8, 2024, the MIIT promulgated the Notice on the Pilot Program for Expanding
the Opening up of Value-added Telecommunications Services (€[B i BH J& 54 (B (5 75 K%
HhBA TG TAERY 445 )), which clarify that the foreign ownership restrictions are abolished,
as for the FITE engaging in internet data centers (IDC), content distribution networks (CDN),
internet access services (ISP), online data processing and transaction processing, information
publishing platforms and delivery services (except internet news and information, online
publishing, online audiovisual and internet cultural operations), information protection and
processing services in the Beijing Comprehensive Demonstration Zone for Expanding the
opening up of the Service industry, the Lingang New Area of the China (Shanghai) Pilot Free
Trade Zone and the Leading Area for Socialist Modernization Construction, the Hainan Free
Trade Port, and the Shenzhen Socialist Pilot Demonstration Zone.

Regulations on Publication Distribution

According to the Administrative Regulations on Publication ({H MU HAER])))
promulgated by the State Council, effective on January 20, 2025, publication activities
include publishing, printing or reproduction, import and distribution of publications; and
publications, including newspapers, periodicals, books, audio-visual products and electronic
publications, shall be published by publishing units, and publishing units shall apply for and
obtain a publishing license. Any publication shall not contain content prohibited by laws and
administrative regulations or by the State. Any entity or individual industrial and commercial
household which intends to engage in publications wholesale business or publications retail
business or to engage in the publication distribution business through the Internet or other
information network, shall obtain the License for Operating Publication Business.
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Regulations on Foreign Trade and Customs Law
Foreign Trade

According to the Foreign Trade Law of the PRC (Amended in 2022) (3 A R 3B %}
AN 518 (20224F-485%T) )) promulgated by the SCNPC on May 12, 1994, and subsequently
amended on December 30, 2022, the Foreign Trade Law of the PRC (Amended in 2025) ({H %
N B FN B B /8 E 5 15 (20254F45%T) )) which was promulgated by the SCNPC in December
27, 2025 and will come into effect in March 1, 2026, the import and export of goods to and
from the PRC are free, unless otherwise provided in relevant laws or administrative
regulations, and all entities engaging in the business of importation and exportation of goods
shall comply with applicable laws and regulations. The amended law grants the PRC
government the authority to allow the free import and export of commodities, except as
specified otherwise by other laws and administrative regulations.

Customs Law

According to the Customs Law of the PRC ((H % A R ILFNE 4 F1%)), adopted by the
SCNPC on January 22, 1987, most recently amended on April 29, 2021 and effective on the
same date, the Customs of the People’s Republic of China is the entry and exit customs
supervision and administration authority of PRC. According to the relevant laws and
administrative regulations, the Customs supervises the transportation vehicles, goods,
luggage, postal articles and other articles entering and leaving the country, collects customs
duties and other taxes and fees, prevents and counters smuggling, compiles customs statistics
and handles other customs operations.

According to the Regulations of PRC Customs on Administration of Recordation of
Declaration Entities (€78 A B3N 2 Vi B ik BR B8O 52 4 BEKLE )), adopted by the General
Administration of Customs on November 19, 2021 and effective on January 1, 2022, customs
declaration entities refer to the consignees and consignors of import and export goods and
customs declaration enterprises recorded with the customs. If the consignees and consignors of
import and export goods and customs declaration enterprises apply for recordation, they shall
obtain the qualification of market entities; among them, if the consignees and consignors of
import and export goods apply for recordation, they shall also obtain the recordation of the
foreign trade operators. The recordation of the customs declaration entities is valid for a long
period of time, while the temporary recordation is valid for one year, after the expiry
reapplication of recordation can be made.

Regulations on Real Estate

The Civil Code of the PRC (1% N\ RILFEH [ %8 )) was promulgated by the National
People’s Congress on May 28, 2020, and implemented on January 1, 2021. According to the
Civil Code, the establishment, modification, assignment and extinguishment of real estate
property rights are effective upon registration in accordance with the law; unless the law
stipulates otherwise, such establishment, modification, assignment and extinguishment shall
be ineffective without registration. Real estate registration shall be handled by the registration
authority at the location of the property.

Regulations on the Management of Lease Housing

Pursuant to the Administrative Measures on Leasing of Commodity Housing ({7 i 5 )&
HEE L)), promulgated by the Ministry of Housing and Urban-Rural Development on
December 1, 2010 and came into effect on February 1, 2011, both the lessor and the lessee shall
complete property leasing registration and filing formalities within 30 days from the execution
of the property lease contract with the real estate administration department where the leased
property is located. Failure to comply with the registration and filing procedures may result in
fines for both the lessor and the lessee.
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Regulations on Intellectual Property Rights
Patent

The Patent Law of the PRC ({1 #E A\ RILAIE ] )) was enacted by the SCNPC on
March 12, 1984, implemented on April 1, 1985, and most recently revised on October 17, 2020,
with implementation from June 1, 2021. The Detailed Rules for the Implementation of the
Patent Law of the PRC (€ % A R LA B B AL H A0 Il )) were issued by the State Council
on June 15, 2001, implemented on July 1, 2001, and most recently revised on December 11,
2023, with implementation from January 20, 2024. According to these laws, regulations and
detailed rules, patents in China are categorized into three types: invention patents, utility
model patents and design patents. The term of an invention patent right is 20 years, the term
of a utility model patent is 10 years, and the term of a design patent is 15 years, all of which are
calculated from the filing date.

Trademark

The Trademark Law of the PRC ({3 A RALFNE BitF1%)) was promulgated by the
SCNPC on August 23, 1982, implemented on March 1, 1983, and most recently revised on
April 23, 2019, with implementation from November 1, 2019. The Regulations for the
Implementation of the Trademark Law of the PRC (€ #E A R A 50 i A2 vk E 6 191)) were
issued by the State Council on August 3, 2002, implemented on September 15, 2002, and most
recently revised on April 29, 2014, with implementation from May 1, 2014. According to these
laws and regulations, the validity period of a registered trademark is 10 years from the date of
approval. Trademark registrants may authorize others to use their registered trademarks by
signing trademark licensing agreements.

Domain Name

The Administrative Measures for the Internet Domain Name ({E 549384 & BEHFL))
were issued by the MIIT on August 24, 2017, and implemented on November 1, 2017. Domain
name registration is processed through domain name root servers and their operating
institutions, domain name registration management institutions and domain name registration
service institutions established in accordance with the relevant regulations.

Copyright

The Copyright Law of the PRC (€% A\ [ AL A1 [ 2 /E#7%)), which was promulgated on
September 7, 1990, lasted amended on November 11, 2020 and will become effective from June
I, 2021 by the SCNPC provides that PRC citizens, legal persons, or other organizations,
whether published or not, enjoy copyright in their works, which include, among others, works
of literature, art, natural science, social science, engineering technology, and computer
software. The term “copyright” includes moral rights and economic rights, and anyone who
commits copyright infringement is subject to civil liability.

The Measures for the Registration of Computer Software Copyright ({FHE HEHR1:3 VERE
BHROHEL)), which was promulgated by the National Copyright Administration on February
20, 2002, and came into effect on the same day, regulates the registration of software
copyright, the exclusive licensing contract and assignment contracts of software copyright.
The National Copyright Administration designates the China Copyright Protection Center as
the agency for software registration. The China Copyright Protection Center will grant
certificates of registration to computer software copyright applicants.
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Regulations on Data Security, Cyber Security and Data Privacy Protection

The Data Security Law of the PRC ({(HF#EARILAEEIEL 27%)), which was
promulgated by the SCNPC on June 10, 2021 and took effect on September 1, 2021,
provides that entities and individuals carrying out data activities 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.

On August 20, 2021, the SCNPC promulgated the Personal Information Protection Law
of the PRC ({3 N RILFEE AME EIR#I1L)), effective from November 1, 2021. The
Personal Information Protection Law of the PRC requires, among others, that (i) the
processing of personal information should have a clear and reasonable purpose which should
be directly related to the processing purpose, in a method that has the least impact on personal
rights and interests, and (ii) the collection of personal information should be limited to the
minimum scope necessary to achieve the processing purpose to avoid the excessive collection
of personal information.

On June 22, 2007, the Ministry of Public Security of the PRC, National Administration
of State Secrets Protection and other governmental authorities issued the Administrative
Measures for the Hierarchical Protection of Information Security ({5 8 7¢ 255 & {4 i 45 B J¥
%)), which regulates that the security protection of an information system may be graded into
five. As for an information system of Grade II or above which has been put into operation, its
operator or user shall, within 30 days since the date when its security protection grade is
determined, complete the record-filing procedures at the local public security organ at the level
of city divided into districts or above. For an information system of Grade Il or above newly
built, its operator or user shall, within 30 days after it is put into operation, complete the
record-filing procedures at the local public security organ at the level of municipality divided
into districts or above.

On December 28, 2021, the Cyberspace Administration of China (the “CAC”) and other
twelve PRC regulatory authorities jointly revised and promulgated the Measures for
Cybersecurity Review (2021) ((H%5% 275 & HH%(2021))) (the “Cybersecurity Review
Measures”), which came into effect on February 15, 2022, provides that, among others, an
application for cyber security review shall be made by an issuer who is a “network platform”,
“critical information infrastructure operator” or a “data processing operator” as defined
therein before such issuer’s securities may be listed in a foreign country if the issuer possesses
personal information of more than 1 million users, and that the relevant governmental
authorities in the PRC may initiate cyber security review if such governmental authorities
determine an operator’s cyber products or services, data processing or potential listing in a
foreign country affect or may affect national security.

Furthermore, on September 24, 2024, the State Council released the Regulation on
Network Data Security Management (C#8%% B4 28 #6&191)), which came into effect on
January 1, 2025. The Regulation on Network Data Security Management introduces several
key obligations, including requiring network data handlers to specify the purpose and method
of personal information processing, as well as the types of personal information involved,
before any personal information is handled.
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On March 22, 2024, the CAC promulgated the Regulation on Promoting and Regulating
Cross-border Data Flow (i 71K &8 (5 2% 5 i B L€ )) which became effective on March
22, 2024, further clarify the implementation and coordination of existing data cross-border
transfer systems, such as data security assessments for outbound data transfers, standard
contracts for personal information transfer, and personal information protection
certifications. Those who provide data overseas should identify and declare important data
in accordance with relevant regulations, fulfill data security protection obligations, take
technical measures and other necessary measures to ensure the security of outbound data
transfer.

Regulations on Employment and Social Welfare
Employment

The Labor Law of the PRC ({1 % A RILFIE 25875 )) was promulgated by the SCNPC
on July 5, 1994, implemented on January 1, 1995, and most recently revised and implemented
on December 29, 2018. The Labor Law of the PRC stipulates matters related to promoting
employment, labor contracts, working hours, rest and leave, wages, labor safety and hygiene,
special protection for female and minor workers, vocational training, social insurance and
welfare, labor disputes, supervision and inspection, as well as legal liabilities.

The Labor Contract Law of the PRC ({3 A [ A1 45 ) 7 [7]35)) was issued by the
SCNPC on June 29, 2007, implemented on January 1, 2008, and most recently revised on
December 28, 2012, with the revision taking effect on July 1, 2013. The Implementation
Regulation of the Labor Contract Law of the PRC (H 3 A R 31 [5 25 B & [7] 12 B ik 611))
were issued and implemented by the State Council on September 18, 2008. According to the
aforementioned law and regulation, a written labor contract shall be established when forming
a labor relationship. Wages must not be lower than the local minimum wage standard and
must be paid to employees promptly.

Social Insurance

The PRC Social Insurance Law ({13 A RILFIE 4+ & fRF51E)) (the “Social Insurance
Law”) issued by the SCNPC in 2010 and latest amended on December 29, 2018, has
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 ({41 &
PRBe B BB 1T 1)) promulgated by the State Council on January 22, 1999 and most
recently amended on March 24, 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.

Housing Provident Fund

Pursuant to the Regulations on Administration of Housing Provident Fund ({ffJ5 A&
S HAEH)), which was promulgated on April 3, 1999 and last revised on March 24, 2019,
employers in Chinese Mainland shall provide their employees with housing provident fund.
Employers who fail to contribute to the above housing provident funds may be ordered to
make full payment within a prescribed period by the housing provident fund management
center. If an employer fails to make the payment towards the housing provident funds within a
prescribed time limit, an application may be made to a people’s court for enforcement.
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Regulations on Overseas Investment

According to the Measures for the Administration of Overseas Investment of Enterprises
(A ZESIMEEE L)) promulgated by the NDRC on December 26, 2017 and
implemented on March 1, 2018, investors engaging in overseas investment are required to
complete formalities for the confirmation or recordation, among others, of an overseas
investment project, report the relevant information, and cooperate in supervisory inspection.

Pursuant to the Measures for the Administration of Overseas Investment (3% 4N & % #
#Ei%)) promulgated by the MOFCOM on March 16, 2009, lastly amended on September 6,
2014 and implemented on October 6, 2014, the MOFCOM and the provincial counterparts
promulgate regulations providing that overseas investment of enterprises to be subject to
recordation or confirmation management, depending on the actual circumstances of
investment. Overseas investment involving any sensitive country or region or any sensitive
industry shall be subject to confirmation management. Overseas investment under other
circumstances shall be subject to recordation management. When an overseas enterprise
invested by an enterprise conducts overseas reinvestment, the enterprise shall report to the
commerce departments after completing the overseas legal procedures.

Pursuant to the Provisions on the Foreign Exchange Administration of the Overseas
Direct Investment of Domestic Institutions ({35 AHRESE I B 35 & HME S B E D)
promulgated by the State Administration of Foreign Exchange (the “SAFE”) on July 13,
2009 and implemented on August 1, 2009 and the Notice on Further Simplifying and
Improving Policies for the Foreign Exchange Administration of Direct Investment (B A #E—
A A RN PO B AR A SN FRIEOR 4 1)) promulgated by the SAFE on February 13,
2015, implemented on June 1, 2015 and was partially repealed on December 30, 2019,
stipulates that, upon obtaining the approval for overseas investment, the overseas direct
investment of PRC enterprises shall apply for foreign exchange registration to the banks at
their places of registration.

Regulations on Foreign Exchange

Pursuant to the Foreign Exchange Administrative Regulations of the PRC ({H # A K3t
12 A1 4 LG 6]) ) promulgated by the State Council on January 29, 1996, effective on April
1, 1996 and last amended on August 5, 2008, and the Administrative Regulations on Foreign
Exchange Settlement, Sales and Payment ((&5FE - 8 FE & A FE4S B4 E )) promulgated by the
People’s Bank of China on June 20, 1996 and effective on July 1, 1996, Renminbi is freely
convertible for payments of current account items such as trade and service-related foreign
exchange transactions and dividend payments after the relevant financial institutions have
reasonably examined the authenticity of the transactions documents and their consistency with
foreign exchange receipts and payments, but are not freely convertible for capital expenditure
items such as direct investment, loans or investments in securities outside the PRC unless the
approval of the SAFE or its local counterparts is obtained in advance.

According to the Notice of the State Administration of Foreign Exchange on Issues
concerning the Foreign Exchange Administration of Overseas Listing (B A BE oM i 4P FESE
PR B M ER A1) promulgated by the SAFE on December 26, 2014, a domestic company
shall, within 15 working days after the completion of its overseas listing, go through the
registration of overseas listing with the foreign exchange bureau at its place of registration. A
domestic issuer may transfer the capital raised through overseas listing to its local bank
account or deposit at its overseas account. The use of capital shall be consistent with the
purposes disclosed in this document or other public documents.
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According to the Circular of the State Administration of Foreign Exchange on
Reforming and Regulating Policies for the Administration over Foreign Exchange
Settlement of Capital Accounts (I35 4EE H Jay B i vl 5 B 8 AR TH B 4% [ 45 2 UK (1Y) 48
1)) announced by SAFE and effective on June 9, 2016, and the Notice of the State
Administration of Foreign Exchange on Further Deepening Reform to Promote Cross-border
Trade and Investment Facilitation (54N FEA S5 B i #E— 25 VR AL BlOR AL HE RS 15 B 5 1R
AL 28 H)) announced and effective on December 4, 2023, the foreign exchange receipts
under capital accounts of domestic institutions are subject to discretionary settlement policies.
The foreign exchange receipts under capital accounts (including foreign exchange capital,
foreign debts, and repatriated funds raised through overseas listing) subject to discretionary
settlement as expressly prescribed in the relevant policies may be settled with banks according
to the actual need of the domestic institutions for business operation. Domestic institutions
may, at their discretion, settle up to 100% of foreign exchange receipts under capital accounts
for the time being. SAFE may adjust the above proportion in due time according to the
balance of payments. While eligible for the discretionary settlement of foreign exchange
receipts under capital accounts, domestic institutions may also opt to use their foreign
exchange receipts according to the payment-based settlement system. Domestic institutions’
foreign exchange receipts under the capital account and the Renminbi funds obtained from the
settlement thereof shall not, directly or indirectly, be used for expenditure beyond the
enterprise’s business scope or expenditure prohibited by laws and regulations of the state.
Unless otherwise specified, the funds shall not, directly or indirectly, be used for investments
in securities or other investments or wealth management other than banks’ principal-secured
products. The funds shall not be used for the granting of loans to non-affiliated enterprises,
except where it is expressly permitted in the business scope. The funds shall not be used for the
construction or purchase of real estate for purposes other than self-use (except for real estate
enterprises).

According to the Circular on Optimizing Administration of Foreign Exchange to
Support the Development of Foreign-related Business by the State Administration of Foreign
Exchange (€[5 % 7 2 5 B A AL 145 B <7 #5595 A0 2615 48 R 93 1)) issued by SAFE on
April 10, 2020, eligible enterprises are allowed to make domestic payments by using receipts
under capital accounts, such as their capital funds, foreign credits and the income from
overseas listing, with no need to provide the evidentiary materials concerning authenticity on a
transaction-by-transaction basis to banks in advance, provided that their capital use shall be
authentic and in line with provisions, and conform to the prevailing administrative regulations
on the use of receipts under capital accounts. Local foreign exchange authorities shall
strengthen monitoring analysis and interim and post regulation.

Regulations on Taxation
Enterprise Income Tax

According to the Enterprise Income Tax Law of the PRC ({* % A & 305 4 2 15 81
%)) (the “EIT Law”) which was promulgated on March 16, 2007 and amended on February
24, 2017 and December 29, 2018, a unified income tax rate of 25% will be applied towards
foreign investment and foreign enterprises which have set up institutions or facilities in the
PRC as well as PRC enterprises. Under the EIT Law, enterprises established outside of China
whose “de facto management bodies” are located in China are considered “resident
enterprises” and will generally be subject to the unified 25% enterprise income tax rate as
to their global income.
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Enterprises that are recognized as high and new technology enterprises in accordance
with the Administrative Measures for the Determination of High and New Tech Enterprises
(i R 0l A 358 45 BRI ) issued by the Ministry of Science, the Ministry of Finance (the
“MOF”) and the State Administration of Taxation are entitled to enjoy a preferential
enterprise income tax rate of 15%, under which the validity period of the high and new
technology enterprise qualification shall be three years from the date of issuance of the
certificate. An enterprise can re-apply for such recognition as a high and new technology
enterprise before or after the previous certificate expires.

Value-added Tax

On December 25, 2024, the SCNPC issued the Value-Added Tax Law of the PRC ({1 %
NRILFE B ERLE)) (the “VAT Law”), and became effective from January 1, 2026.
According to the VAT Law, any entities and individuals (including individual businesses)
engaged in the sale of goods, services, intangible assets and immovables and importation of
goods within the territory of the PRC are VAT payers and shall pay VAT in accordance with
the VAT Law. Except for taxpayers’ export of goods, the sale of services or intangible assets
within the scope as prescribed by the State Council by domestic entities and individuals across
national borders and other circumstances specified for by the State Council, the rate of VAT
for sale of goods, labor services of processing, repair or replacement, or tangible movable
property leasing services or import of goods is 13% unless otherwise specified, such as the rate
of VAT for sale of agricultural products is 9%, and the rate of VAT for sale of transportation,
postal, basic telecommunications, construction, or immovable leasing services, sale of
immovables, or transfer of the rights to use land is 9%. In addition to the above
circumstances, the rate of VAT for sale of services or intangible assets is 6%.

Tax on Dividends

For Individual Investors

According to the Individual Income Tax Law of the PRC (7% A R A1 B {8 A FT 1586
%)), or the Individual Income Tax Law, amended by the SCNPC on August 31, 2018 and
effective on January 1, 2019, and the Implementation Rules of the Individual Income Tax Law
of the PRC ({H#E A RILANER E A BT 5 BLL E k7)) amended by the State Council on
December 18, 2018 and effective on January 1, 2019, dividends paid by PRC companies to
individual investors are ordinarily subject to a withholding income tax levied at a flat rate of
20%. Meanwhile, according to the Notice on Issues Concerning Differentiated Individual
Income Tax Policies on Dividends and Bonus of Listed Companies (B b 2 7 S 4L F| =
AACAR I A5 B BOR A B B A9 48 %0))  issued by the Ministry of Finance, the State
Administration of Taxation and the China Securities Regulatory Commission (the “CSRC”)
on September 7, 2015 and effective on September 8, 2015, where an individual holds the shares
of a listed company obtained from the public offering for more than one year and transfers the
stock of the listed company on the stock market, the dividend and bonus income shall be
temporarily exempted from individual income tax. Where an individual acquires shares of a
listed company from the public offering and transfers the stock of the listed company on the
stock market, if the holding period is within one month (inclusive), the dividend income shall
be included in the taxable income in full; if the holding period is more than one month but less
than one year (inclusive), the dividend income shall be included in the taxable income at the
rate of 50%; the aforesaid income shall be subject to individual income tax at a uniform rate of
20%.

— 95 —



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

REGULATORY OVERVIEW

Pursuant to the Arrangement between the Chinese Mainland and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (€A A1 5 45 Bl A7 I 16 B8 7 36 oy 745 ik 4 8 7 A0 B A
B ik B4 PE)), or the Arrangement for the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with respect to Taxes on Income, executed on August 21, 2000,
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 to the Arrangement between the
Chinese Mainland and the Hong Kong Special Administrative Region for the Avoidance of
Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income ({ /Al
b R0 P 4 AT LR D R 7 3 T A5 A e B OB AN B I B IR B Z P B AR EE),  or  the
Fifth Protocol, issued by The State Administration of Taxation 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.

For Enterprise Investors

Pursuant to the EIT Law, and the Implementation Rules of the Enterprise Income Tax
Law of the PRC ({3 A RILFN I 4 2E T 15 B B0 91)), or the Implementation Rules of
the EIT Law, last amended by the State Council on December 6, 2024 and effective on January
20, 2025, a non-resident enterprise is subject to a reduced rate of 10% enterprise income tax on
PRC-sourced income, including dividends paid by a PRC resident enterprise that issues and
lists shares in Hong Kong, if such non-resident enterprise does not have an establishment or
place of business in the PRC or has an establishment or place of business in the PRC but the
PRC-sourced income is not actually connected with such establishment or place of business in
the PRC. The aforesaid income tax payable by non-resident enterprises shall be withheld at
source, and the payer shall be the withholding agent, and the tax shall be withheld by the
withholding agent from the payment or due payment every time it is paid or due. Such tax may
be reduced or exempted pursuant to an applicable treaty for the avoidance of double taxation.

Pursuant to the Notice on the Issues Concerning Withholding the Enterprise Income Tax
on the Dividends Paid by Chinese Resident Enterprises to H Share Holders Which Are
Overseas Non-resident Enterprises (B H 2 & [ A £ 10 55 AhH R IR & R A 3 I ROR 38 i S AL
O BIAS ZE T 1S B A B B RE A9 48 %)) issued by the State Administration of Taxation and
effective on November 6, 2008, a PRC resident enterprise is required to withhold enterprise
income tax at a rate of 10% on dividends paid to non-PRC resident enterprise holders of H
Shares which are derived out of profit generated since 2008. The Reply on the Collection of
Enterprise Income Tax on Dividends Received by Non-resident Enterprises from Holding B
Shares and Other Shares (CBHJAJEJE A SERUS B S5 M 52 i S Al 4 38 15 B B O LT )
promulgated by the State Administration of Taxation and effective July 24, 2009 further
provides that PRC-resident enterprises listed on Chinese and overseas stock exchanges by
issuing stocks (including A shares, B shares and overseas shares) must withhold enterprise
income tax at a flat rate of 10% on dividends of 2008 and onwards that it distributes to
non-resident enterprise sharcholders. Such tax rates may be further modified pursuant to the
tax treaty or agreement that China has concluded with a relevant jurisdiction, where
applicable.
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According to the Arrangement between the Chinese Mainland and the Hong Kong
Special Administrative Region for the Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with respect to Taxes on Income, 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 dividends payable by the PRC
company. If a Hong Kong resident directly holds 25% or more of equity interest 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 dividends payable by the PRC company.
The Fifth Protocol provides that such provisions shall not apply to arrangements or
transactions made for one of the primary purposes of obtaining such tax benefits.

Pursuant to applicable regulations, we intend to withhold tax at a rate of 10% from
dividends paid to non-PRC resident enterprise holders of our H Shares. Non-PRC resident
enterprises that are entitled to be taxed at a reduced rate under an applicable income tax treaty
will be required to apply to the PRC tax authorities for a refund of any amount withheld in
excess of the applicable treaty rate, and payment of such refund will be subject to the PRC tax
authorities’ verification.

Tax related to equity transfer income
For Individual Investors

Under the Individual Income Tax Law and its implementation rules, individuals are
subject to individual income tax at a rate of 20% on gains realized on the sale of equity
interests in PRC resident enterprises. Pursuant to the Circular on Continuing the Temporary
Exemption of Individual Income Tax on Gains from Share Transfers by Individuals (<B i {#
N e i B PUT A5 A 2 e RO N T S BL R 4 K1), which was promulgated by the MOF and
The State Administration of Taxation and became effective on 30 March 1998, from 1 January
1997, income of individuals from the transfer of shares in listed companies continues to be
temporarily exempted from individual income tax. The State Administration of Taxation does
not specify whether to continue to exempt individuals from personal income tax on the income
from the transfer of shares in listed company in the newly revised Individual Income Tax Law
and Implementation Rules of the Individual Income Tax Law.

For Enterprise Investors

Under the EIT Law and its implementation rules, a non-PRC resident enterprise is
subject to enterprise income tax at the rate of 10% with respect to PRC-sourced income,
including gains derived from the disposal of shares in a PRC resident enterprise, if it does not
have an establishment or premises in the PRC or has an establishment or premises in the PRC
but the PRC-sourced income is not actually connected with such establishment or premises in
the PRC. The aforementioned income tax payable by non- PRC resident enterprises is subject
to source withholding, and the payer is the withholding agent.

Stamp Duty

According to the Stamp Duty Law of the PRC ({F % A\ RALFIEH EPFERL %)), which was
promulgated on June 10, 2021 and came into effect on July 1, 2022, all entities and individuals
who make taxable documents and conduct securities transactions within the territory of the
PRC are the taxpayers of stamp duty and shall pay stamp duty. All entities and individuals
who make taxable documents outside the territory of the PRC to be used within the territory
of the PRC shall pay stamp duty. The disposal of H Shares by non-Chinese Mainland
investors outside of the Chinese Mainland is not subject to the requirements of the Stamp
Duty Law of the PRC.
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Regulations on Overseas [REDACTED] and [REDACTED]

On February 17, 2023, the CSRC promulgated the Trial Administrative Measures of the
Overseas Securities Offering and Listing by Domestic Enterprises (3 (A1 2£ 55 418817 38 75 Fl
T E AT I )) and relevant five guidelines (the “Overseas Listing Trial Measures”),
which came into effect on March 31, 2023. According to the Overseas Listing Trial Measures,
PRC domestic enterprises that seek to [REDACTED] and [REDACTED] securities in
overseas markets, either in direct or indirect means (the “Overseas [REDACTED] and
[REDACTED]”), are required to fulfill the filing procedure with the CSRC and submit filing
reports, legal opinions, and other relevant documents. Subject to specific circumstances, the
Overseas Listing Trial Measures require that, among other things, (i) initial [REDACTED] or
[REDACTED] on overseas markets shall be filed with the CSRC within three working days
after the relevant application is submitted overseas, (ii) subsequent securities [REDACTED]
of an issuer on the same overseas market where it has previously [REDACTED] and
[REDACTED] securities shall be filed with the CSRC within three working days after the
[REDACTED] is completed, and (iii) subsequent securities [REDACTED] or [REDACTED]
of an issuer on other overseas markets other than where it has [REDACTED] and
[REDACTED] securities shall be filed with the CSRC within three working days after the
relevant application is submitted overseas. If a PRC company fails to complete the filing
procedure or the filing documents submitted by a PRC company contain misrepresentation,
misleading statement or material omission, such PRC company may be subject to order to
rectify, warnings and fines, and its controlling shareholders, actual controllers, the person
directly in charge and other directly responsible persons may also be subject to fines.

On February 24, 2023, the CSRC together with Ministry of Finance of the PRC and
National Administration of State Secrets Protection and National Archives Administration of
China have promulgated the Provisions on Strengthening the Confidentiality and Archives
Administration Concerning the Overseas Securities Offering and Listing by Domestic
Enterprises (KRR fim 5 355 A0 A SEBE A B AT w8 5 A0 1T AH BE DR AR 388 B AR RO RLE)),
according to which, during the overseas [REDACTED] and [REDACTED] activities of
domestic enterprises, domestic enterprises, securities companies and securities service
providers providing corresponding services shall strictly abide by the relevant PRC laws
and regulation as well as the requirements of the provisions, enhance legal awareness of
guarding state secrets and strengthening the management of archives, establish and complete
systems for confidentiality and archives work, employ necessary measures to implement the
responsibility for confidentiality and archives management, and shall not divulge state secrets
and work secrets of state organs, and shall not harm the interests of state and the public.

According to the Notice of the People’s Bank of China and the State Administration of
Foreign Exchange on Issues Concerning the Administration of Funds of Domestic Enterprises
Listed Overseas (CHEI A RERTT ~ B KA 1R B B3 0 A 3685 40 L 77 & 448 204 BE R R Y
#ANY), which is issued on December 24, 2025 and will be effective on April 1, 2026, domestic
enterprises listed overseas shall apply for oversecas [REDACTED] registration within 30
working days from the first [ REDACTED] day of their overseas [REDACTED] or upon the
completion of the [REDACTED]. In principle, the funds raised by domestic enterprises
through overseas [REDACTED] shall be repatriated to China in a timely manner.

LAWS AND REGULATIONS IN HONG KONG

Below is a summary of the laws and regulations in Hong Kong which are relevant to our
Group’s business.
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Regulations Relating to Business Registration
Business Registration Ordinance (Chapter 310 of the Laws of Hong Kong) (“BRO”)

Every person, (a company or individual), who carries on a business in Hong Kong is
required under the BRO to apply for a business registration certificate from the Inland
Revenue Department within one month from the date of commencement of the business, and
to display a valid business registration certificate at the place of business. Business registration
does not serve to regulate business activities and it is not a licence to trade. Business
registration serves to notify the Inland Revenue Department of the establishment of a business
in Hong Kong. Business registration certificate will be issued on submission of the necessary
document(s) together with payment of the relevant fee. A business registration certificate is
renewable every year or every three years (if business operators elect for issuance of business
registration certificate that is valid for three years). Any person who fails to apply for business
registration shall be guilty of an offence and shall be liable to a fine of HK$5,000 and to
imprisonment for one year.

Regulations Relating to Sale of Goods
Sale of Goods Ordinance (Chapter 26 of the Laws of Hong Kong) (“SOGO”)

The SOGO governs the formation, performance and remedies of contract for the sale of
goods in Hong Kong and the transfer of title of goods sold. The ordinance also sets out certain
implied terms or conditions and warranties generally relating to the safety and suitability of
goods supplied under a contract of sale for goods in Hong Kong, including:

(1)  where there is a sale of goods by description, the goods shall correspond with the
description;

(i1)) where the seller sells goods in the course of a business, the goods shall be of a
merchantable quality, i.e. (a) as fit for the purpose or purposes for which the goods
of that kind are commonly bought; (b) of such standard of appearance and finish;
(c) as free from defects (including minor defects); (d) as safe; and (e) as durable, as it
is reasonable to expect having regard to any description applied to them, the price
(if relevant) and all the other relevant circumstances; and

(ii1) where the seller sells goods in the course of a business and the buyer makes known
to the seller (whether expressly or by implication) any particular purpose for which
the goods are being bought, the goods supplied under the contract shall be
reasonably fit for that purpose.

Under section 55 of the SOGO, where there is a breach of warranty by the seller, the
buyer is not, by reason only of such breach of warranty, entitled to reject the goods, but he
may set up against the seller the breach of warranty in diminution or extinction of the price, or
maintain an action against the seller for damages for the breach of warranty.

Trade Descriptions Ordinance (Chapter 362 of the Laws of Hong Kong) (“TDO”)

Under the TDO, (a) use of false trade descriptions; (b) false, misleading or incomplete
information, (c) false marks and misstatements in respect of products, and (d) false trade
descriptions in respect of services supplied are prohibited. In addition, the TDO makes certain
trade practices criminal offence, namely: (a) misleading omission; (b) aggressive commercial
practices; (c) bait advertising; (d) bait and switch; and (e) wrongful acceptance of payment.
The TDO also provides for offences relating to forged trade mark, and falsely applying of
trade mark or resembling marks.
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Supply of Services (Implied Terms) Ordinance (Chapter 457 of the Laws of Hong Kong)
(“SSITO”)

Under the SSITO, certain terms are implied in the contracts with customers for the
supply of services, including: (a) that the supplier will carry out the service with reasonable
care and skill; (b) that the supplier will carry out the service within a reasonable time (if the
time of service is not fixed or fixed in a manner agreed); (c) that the party contracting with the
supplier will pay a reasonable charge (if the consideration is not determined by the contract or
left to be determined in a manner agreed or by course of dealing between the parties).

Unconscionable Contracts Ordinance (Chapter 458 of the Laws of Hong Kong) (“UCO”)

Under the UCO, if the Hong Kong court finds that a contract for sale of goods or supply
of services (in which one of the parties deals as consumer) to have been unconscionable in the
circumstances relating to the contract at the time it was made, the court may: (a) refuse to
enforce the contract; (b) enforce the remainder of the contract without the unconscionable
part; (c) limit the application of, or revise or alter, any unconscionable part to avoid
unconscionable result.

Control of Exemption Clauses Ordinance (Chapter 71 of the Laws of Hong Kong) (“CECO”)

The CECO limits the extent to which civil liability for breach of contract, or for
negligence or other breach of duty, can be avoided by means of contract terms and otherwise.

Under section 7 of the CECO, a person cannot by reference to any contract term or to a
notice given to persons generally or to particular persons exclude or restrict his liability for
death or personal injury resulting from negligence. Further, in the case of other loss or
damage, a person cannot so exclude or restrict his liability for negligence except in so far as the
term or notice satisfies the requirement of reasonableness.

Under section 8 of the CECO, as between contracting parties where one of them deals as
consumer or on the other’s written standard terms of business, as against that party, the other
cannot by reference to any contract term (i) when himself in breach of contract, exclude or
restrict any liability of his in respect of the breach; (ii) claim to be entitled to render a
contractual performance substantially different from that which was reasonably expected of
him; or (iii) claim to be entitled in respect of the whole or any part of his contractual
obligation, to render no performance at all, except in so far as the contract term satisfies the
requirement of reasonableness.

Under section 9 of the CECO, a person dealing as consumer cannot by reference to any
contract term be made to indemnify another person (whether a party to the contract or not) in
respect of liability that may be incurred by the other for negligence or breach of contract,
except in so far as the contract term satisfies the requirement of reasonableness.

In relation to a contract term, the requirement of reasonableness for the purposes of the
CECO is satisfied only if the court or arbitrator determines that the term was a fair and
reasonable one to be included having regard to the circumstances which were, or ought
reasonably to have been, known to or in the contemplation of the parties when the contract
was made.

Misrepresentation Ordinance (Chapter 284 of the Laws of Hong Kong) (“MO”)

The MO imposes a statutory liability for misrepresentation and controls the use of
provisions excluding liability for misrepresentation in contracts. Liability may arise under the
MO where a party to a contract is induced to enter into that contract by a misrepresentation of
a material fact made by the other party. If the action is successful, the party who relied on the
misrepresentation will be entitled to rescind the contract. Damages may also be granted if the
misrepresentation was made fraudulently or negligently.
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Regulations Relating to Importation and Exportation of Goods

The Import and Export Ordinance (Chapter 60 of the Laws of Hong Kong) (the “Import
and Export Ordinance”) provides for the regulation and control of the import of articles into
Hong Kong, the export of articles from Hong Kong, the handling and carriage of articles
within Hong Kong which have been imported into Hong Kong or which may be exported from
Hong Kong, and any matter incidental to or connected with the foregoing.

The import and export of certain articles are prohibited unless with the relevant licences
issued by the Director-General of Trade and Industry. If the goods to be imported or exported
are “prohibited articles” or “reserved commodities” under the Import and Export Ordinance
and the Reserved Commodities (Control of Imports, Exports and Reserve Stocks) Regulations
(Chapter 296A of the Laws of Hong Kong), shipping companies, airlines and transportation
companies are required to deliver within 14 days to the Director-General of Trade and
Industry the import/export licences together with the relevant manifests of the vessel, aircraft
or vehicle.

Pursuant to the Import and Export (Registration) Regulations (Chapter 60E of the Laws
of Hong Kong), every person who imports/exports any article other than an exempted article
shall lodge with the Commissioner an accurate and complete import/export declaration
relating to such article using services provided by a specified body, in accordance with the
requirements that the Commissioner of Customs and Excise may specify. Every declaration
required to be lodged shall be lodged within 14 days after the importation/exportation of the
article to which it relates.

Hong Kong is a free port and does not levy any customs tariff on imports and exports.
Regulations Relating to Employer/Employee Rights and Obligations
Employment Ordinance

The Employment Ordinance (Chapter 57 of the Laws of Hong Kong) (the “Employment
Ordinance”) is the main piece of Hong Kong legislation governing conditions of employment
in Hong Kong. It provides for the payment of wages, the restrictions on wages deductions, the
granting of statutory holidays, and the termination of employment contract, among other
things. In addition to these basic protections, employees who are employed under a
continuous contract are further entitled to benefits such as rest days, paid annual leave,
sickness allowance, severance and long service payment.

Employees’ Compensation Ordinance

The Employees’ Compensation Ordinance (Chapter 282 of the Laws of Hong Kong) (the
“Employees’ Compensation Ordinance”) establishes a no-fault, non-contributory employee
compensation system for work injuries and lays down the respective rights and obligations of
employer and employee in respect of injuries or death caused by accidents arising out of and in
the course of employment, or by prescribed occupational diseases.

Hong Kong companies are required to maintain employees’ compensation insurance in
compliance with the Employees’ Compensation Ordinance to cover compensation and costs
liable for personal injuries of employees in Hong Kong in the course of employment with
them.

Mandatory Provident Fund Schemes Ordinance

The Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the Laws of Hong
Kong) provides for the establishment of non-governmental mandatory provident funds
schemes (the “MPF Schemes”) for members of the workforce for the purpose of accruing
financial benefits on retirement, among other things.
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Unless otherwise exempted, employers are required to enroll their employees who are at
least 18 but under 65 years of age and employed for not less than 60 days in a MPF Scheme.
Employers and employees are each required to make regular mandatory contributions of 5%
of the employees’ relevant income to the MPF Scheme, subject to the minimum and maximum
relevant income levels, which are currently HK$7,100 per month and HK$30,000 per month
respectively, provided, however, that employees with a monthly relevant income less than
HKS$7,100 are exempt and only the employers are required to make contributions to the MPF
Scheme.

Minimum Wage Ordinance

The Minimum Wage Ordinance (Chapter 608 of the Laws of Hong Kong) provides for a
minimum wage at an hourly rate for certain employees. Currently, the statutory minimum
hourly wage rate is HK$42.10. Any employment contract that purports to extinguish or reduce
any right, benefit, or protection conferred on the employee by the Minimum Wage Ordinance
is void. Failure to comply with the statutory minimum wage rate requirement constitutes an
offence under the Employment Ordinance.

Regulations Relating to Taxes
Inland Revenue Orvdinance (Chapter 112 of the Laws of Hong Kong) (“IRO”)

As our Group carry out business in Hong Kong, the Company are subject to the profits
tax regime under the IRO. The IRO is an ordinance for the purposes of imposing taxes on
property, earnings and profits in Hong Kong. The IRO provides, among others, that persons,
which include corporations, partnerships, trustees and bodies of person, carrying on any
trade, profession or business in Hong Kong are chargeable to tax on all profits (excluding
profits from the sale of capital assets) arising in or derived from Hong Kong from such trade,
profession or business. As at the Latest Practicable Date, the standard profits tax rate for
corporations is currently at 8.25% on assessable profits up to HK$2,000,000; and 16.5% on
any part of assessable profits over HK$2,000,000. The IRO also contains provisions relating
to, among others, permissible deductions for outgoings and expenses, set-offs for losses and
allowance for depreciation.

The TRO also provides for the obligation to do the followings:

(a) to keep sufficient records of the company’s income and expenditure to enable the
assessable profit to be readily ascertained for at least 7 years;

(b) to inform the Inland Revenue Department of its chargeability to tax;

(c) to submit tax return as required; and

(d) to inform the Inland Revenue Department of the commencement and cessation of
employment of its employees.

Regulations Relating to Transfer Pricing

Section 20A of the IRO gives the Inland Revenue Department wide powers to collect tax
due from non-residents. The Inland Revenue Department may also make transfer pricing
adjustments by disallowing expenses incurred by the Hong Kong resident under sections 16(1),
17(1)(b) and 17(1)(c) of the IRO make additional assessments under section 60 of the IRO and
challenging the entire arrangement under general anti-avoidance provisions such as sections
61 and 61A of the IRO.
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In December 2009, the Inland Revenue Department released Departmental
Interpretation and Practice Notes No. 46 (“DIPN 46”). DIPN 46 provides clarifications and
guidance on the Inland Revenue Department’s views on transfer pricing and how it intends to
apply the existing provisions of the IRO to establish whether related parties are transacting at
arm’s length prices. In general, the practices followed by the Inland Revenue Department are
based on the transfer pricing methodologies recommended by the OECD Transfer Pricing
Guidelines.

In April 2009, the Inland Revenue Department released Departmental Interpretation and
Practice Notes No. 45 (“DIPN 45”). DIPN 45 provides that where double taxation arises as a
result of transfer pricing adjustments made by the tax authorities of another country, a Hong
Kong taxpayer may potentially claim relief under the treaty between Hong Kong and that
country (countries entered into tax arrangements with Hong Kong includes Chinese
Mainland).

The Hong Kong Government has gazetted the Inland Revenue (Amendment) (No. 6)
Ordinance 2018 (“Amendment Ordinance No. 6”) on July 13, 2018. The Amendment
Ordinance No. 6 introduces provisions for a statutory transfer pricing regime and for
transfer pricing documentation in Hong Kong. The major issues covered under the
Amendment Ordinance No. 6 are as follows:

(a) Codify arm’s length principle for related party transactions;

(b) Introduce transfer pricing documentation in Hong Kong, which includes
country-by-country report, master file and local file;

(c) Codify Advance Pricing Arrangement (“APA”) regime and extend application to
unilateral APAs;

(d) Introduce legal framework for mutual agreement procedures, which includes
arbitration.

The major provisions under the Amendment Ordinance No. 6 start to apply for years of
assessment commencing from April 1, 2018.

On July 19, 2019, the HKIRD issued Departmental Interpretation and Practice Notes
No. 59 (“DIPN 59”) — “Transfer Pricing between Associated Persons”. DIPN 59 explains
Rule 1 in Section S0AAF of the Amendment (No. 6) (i.e. arm’s length principle for provision
between associated persons) and its application; clarifies the criteria for exemption of
domestic transactions available under Rule 1; provides guidance on grandfathered
transactions (i.e. transactions before the commencement date of Amendment (No. 6);
explains the key aspects of determining arm’s length price including functional analysis,
comparability analysis, functional characterizations, global price lists, business strategies, etc.;
and provides guidance on penalties and additional taxes for non-compliance with Rule 1.

Regulations Relating to Intellectual Property
Trade Marks Ordinance (Chapter 559 of the Laws of Hong Kong)

The Trade Mark Ordinance protects registered trademarks. The duration of the
registered trademarks is for ten years, which can be further renewed for ten years per
renewal. A registered trade mark may be challenged in revocation proceedings if it is not used
in Hong Kong for a continuous period of three years.
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A person infringes a registered trade mark if he uses in the course of trade or business a

sign:

ey)

(2)

3)

4

which is identical to the trade mark in relation to goods or services which are
identical to those for which it is registered;

which is identical to the trade mark in relation to goods or services which are
similar to those for which it is registered, and the use of the sign in relation to those
goods or services is likely to cause confusion on the part of the public;

which is similar to the trade mark in relation to goods or services which are
identical or similar to those for which it is registered and the use of the sign in
relation to those goods or services is likely to cause confusion on the part of the
public; or

which is identical or similar to the well-known trade mark in relation to any goods
or services, and the use of the sign, being without due cause, takes unfair advantage
of, or is detrimental to, the distinctive character or repute of the trade mark.
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