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THE PRC TAXATION
Taxation on dividends
Individual investors

Pursuant to the Individual Income Tax Law of the PRC ( <3 A\ R ALFIE R A 58875 ), which
was latest amended on August 31, 2018 and the Implementation Provisions of the Individual Income Tax
Law of the PRC ( (¥ A\ RILABENE A S3BUEE M H]) ), which dividends distributed to PRC
individuals are subject to 20% was latest amended on December 18, 2018 (hereinafter collectively referred
to as the “IIT Law”). For a foreign individual who is not a resident of the PRC, the receipt of dividends
from an enterprise in the PRC is normally subject to individual income tax of 20% unless specifically
exempted by the tax authority of the State Council or reduced by relevant tax treaty. Pursuant to the
Circular on Certain Issues Concerning the Policies of Individual Income Tax ( B A Fr 584 T BUR
R AT ) promulgated on May 13, 1994, overseas individuals are exempted from the individual
income tax for dividends or bonuses received from foreign-invested enterprises.

Pursuant to the Arrangement between the Mainland and the Hong Kong Special Administrative
Region on the Avoidance of Double Taxation and the Prevention of Fiscal Evasion ( {AHLAIA #5455 AT
B [ ] 36 o A5 4 B OB AN B L IR 2 HE) ), (hereinafter referred to as the “Arrangement on
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion”) which was signed on August
21, 2006, the Chinese government may levy taxes on the dividends paid by a Chinese company to Hong
Kong residents (including natural persons and legal entities) in an amount not exceeding 10% of the total
dividends payable. If a Hong Kong resident directly holds more than 25% of the equity interest in a
Chinese company and is the beneficial owner of the dividends, and meets other conditions, then such tax
shall not exceed 5% of the total dividends payable by the Chinese company. The Fifth Protocol of the
Arrangement between the Mainland of China and the Hong Kong Special Administrative Region on the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion ( €[BZBiH A8 5 BRI < A Mo A1 & s 45
AT I [ (B S FUT 2 G B OB AN B LE M I B ) 2 BES 28 1R E ) ) (the “Fifth Protocol”) issued by
the State Administration of Taxation, which came into effect on December 6, 2019, stipulates that the
aforementioned provisions shall not apply to arrangements or transactions made with one of the main
purposes of obtaining the aforementioned tax benefits.

Enterprise Investors

In accordance with the Enterprise Income Tax Law of the PRC ( {1 #E A RILFNE 3B )
issued by NPC on March 16, 2007, and latest amended on December 29, 2018 and the Implementation
Provisions of the Enterprise Income Tax Law of the PRC ( {1 #E A R ILAE 1> 2 Fr iS5 BL A B0 1) )
issued by the State Council on December 6, 2007, latest amended on December 6, 2024 and implemented
on January 20, 2025, a non-resident enterprise is generally subject to a 10% enterprise income tax on
PRC-sourced income (including dividends received from a PRC resident enterprise), if it does not have
an establishment or premise in the PRC or has an establishment or premise in the PRC but its PRC-sourced
income has no real connection with such establishment or premise. The payer of the income is required
to withhold the income tax from the payments due to the non-resident enterprise. The withholding tax may
be reduced under an applicable treaty for the avoidance of double taxation.

The Circular of the SAT on Issues Relating to the Withholding and Remitting of Enterprise Income
Tax by PRC Resident Enterprises on Dividends Distributed to Overseas Non-Resident Enterprise
Shareholders of H Shares ( €[H Z A1 4 5 B A Hh 30 ) B A 3 m) 358 AN H A I J R A SE R SRR B I S AR 40X
B ZE TS B A BE R RE Y #E A1) ), which was issued and implemented by the SAT on November 6, 2008,
further clarified that a PRC resident enterprise is required to withhold and remit enterprise income tax at
a rate of 10% on dividends paid to non-PRC resident enterprise holders of H shares from profits generated
since 2008. Non-PRC enterprises that are entitled to be taxed at a reduced rate under an applicable income
tax treaty or arrangement 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’ approval.
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Pursuant to the Arrangement on the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion, the Chinese government may levy taxes on the dividends paid by a Chinese company to Hong
Kong residents (including natural persons and legal entities) in an amount not exceeding 10% of the total
dividends payable. If a Hong Kong resident directly holds more than 25% of the equity interest in a
Chinese company and is the beneficial owner of the dividends, and meets other conditions, then such tax
shall not exceed 5% of the total dividends payable by the Chinese company. The Fifth Protocol stipulates
that the aforementioned provisions shall not apply to arrangements or transactions made with one of the
main purposes of obtaining the aforementioned tax benefits.

Although there may be other provisions under the Arrangement on the Avoidance of Double Taxation
and the Prevention of Fiscal Evasion, the treaty benefits under the criteria shall not be granted in the
circumstance where relevant gains, after taking into account all relevant facts and conditions, are
reasonably deemed to be one of the main purposes for the arrangement or transactions which will bring
any direct or indirect benefits under this Arrangement, except when the grant of benefits under such
circumstance is consistent with relevant objective and goal under the Arrangement. The application of the
dividend clause of tax agreements is subject to the requirements of PRC tax law and regulation, such as
the Notice of the SAT on the Issues Concerning the Application of the Dividend Clauses of Tax

Agreements ([ K BUE A5 BE A U T B 77 o B BV 3 A B T RELAG 8 ) ).
Tax Treaties

Non-resident investors residing in jurisdictions which have entered into treaties or adjustments for
the avoidance of double taxation with the PRC might be entitled to a reduction of the Chinese enterprise
income tax imposed on the dividends received from PRC companies. The PRC currently has entered into
Avoidance of Double Taxation Treaties or Arrangements with a number of countries and regions including
Hong Kong Special Administrative Region, Macau Special Administrative Region, Australia, Canada,
France, Germany, Japan, Malaysia, the Netherlands, Singapore, the United Kingdom and the United
States. Non-PRC resident enterprises entitled to preferential tax rates in accordance with the relevant
taxation treaties or arrangements are required to apply to the Chinese tax authorities for a refund of the
enterprise income tax in excess of the agreed tax rate, and the refund application is subject to approval
by the Chinese tax authorities.

TAXATION ON SHARE TRANSFER
Income Tax
Individual Investors

According to the IIT Law, gains on the transfer of equity interests in the PRC resident enterprises
are subject to individual income tax at a rate of 20%.

Pursuant to the Circular on Declaring that Individual Income Tax Continues to be Exempted over
Income of Individuals from the Transfer of Shares (< [BiAFE AHs8 i 52 iy 75 48 48 8 S OO MR N B 75 1)
AN ) issued by the SAT on March 30, 1998, from January 1, 1997, income of individuals from transfer
of the shares of listed enterprises continues to be exempted from individual income tax. The SAT has not
expressly stated whether it will continue to exempt tax on income of individuals from transfer of the shares
of listed enterprises in the latest amended Individual Income Tax Law.

However, on December 31, 2009, the MOF, the SAT and CSRC jointly issued the Circular on Related
Issues on Levying Individual Income Tax over the Income Received by Individuals from the Transfer of
Listed Shares Subject to Sales Limitation ( B A58 i 24 w5 FRAE Bir 75 SOl A {580 A B i
HYFEHT) ), which came into effect on January 1, 2010, which states that individuals’ income from the
transfer of listed shares obtained from the public offering of listed companies and transfer market on the
Shanghai Stock Exchange and the Shen Zhen Stock Exchange shall continue to be exempted from
individual income tax, except for the relevant shares which are subject to sales restriction (as defined in
the Supplementary Notice on Issues Concerning the Levy of Individual Income Tax on Individuals’
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Income from the Transfer of Restricted Stocks of Listed Companies ( <BME A fE5E 72\ & FRE BT
USR5 B A B [ E ) 4 FE4EHT) ) jointly issued and implemented by such departments on
November 10, 2010). As of the Latest Practicable Date, no aforesaid provisions have expressly provided
that individual income tax shall be levied from non-PRC resident individuals on the transfer of shares in
PRC resident enterprises listed on overseas stock exchanges. To the knowledge of the Company, in
practice, the PRC tax authorities have not levied income tax from non-PRC resident individuals on gains
from the transfer of PRC resident enterprises listed on overseas stock exchange. However, there is no
assurance that the PRC tax authorities will not change these practices which could result in levying income
tax on non-PRC resident individuals on gains from the sale of H shares.

Enterprise Investors

In accordance with the EIT Laws, a non-resident enterprise is generally subject to enterprise income
tax at the rate of a 10% on PRC-sourced income, including gains derived from the disposal of equity
interests in a PRC resident enterprise, if it does not have an establishment or premise in the PRC or has
an establishment or premise in the PRC but its PRC-sourced income has no real connection with such
establishment or premise. Such income tax payable for non-resident enterprises are deducted at source,
where the payer of the income is required to withhold the income tax from the amount to be paid to or
due to the non-resident enterprise when such payment is made or due. Such tax may be reduced or
exempted pursuant to relevant tax treaties or agreements on avoidance of double taxation.

Stamp Duty

Pursuant to the Stamp Tax Law of the PRC ( {1 3E A RILFNE EPTEFRLIE) ) issued on June 10, 2021
and effective on July 1, 2022, PRC stamp duty only applies to specific taxable document executed or
received within the PRC, having legally binding force in the PRC and protected under the PRC laws, thus
the requirements of the stamp duty imposed on the transfer of shares of PRC listed companies shall not
apply to the acquisition and disposal of H Shares by non-PRC investors outside of the PRC.

PRINCIPAL TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax

According to the EIT Law, enterprises and other income-generating organizations (hereinafter
collectively referred to as “an enterprise” or “enterprises”) within the territory of the PRC are the
taxpayers of enterprise income tax and shall pay enterprise income tax in accordance with the provisions
of the EIT Law. The Enterprise Income Tax rate is 25%.

According to the Administrative Measures for Determination of High and New Tech Enterprises
( {RBTHi A 258 S L) ), which was promulgated by the Ministry of Science and Technology,
the MOF and the SAT on April 14, 2008, amended on January 29, 2016 and became effective on January
1, 2016, an enterprise recognized as a high and new technology enterprise may apply for a preferential
enterprise income tax rate of 15% pursuant to the relevant requirements of the EIT Law.

VAT

Pursuant to the PRC Value-added Tax Law ( {*%# A RICFIEBE(EHIIL) ) effective from January
1, 2026, any entities and individuals engaged in the sale of goods, services, intangible assets and real
properties, and import of goods within the territory of the PRC are taxpayers of VAT and shall pay the VAT
in accordance with the law and regulation. Except stipulated otherwise, taxpayers who sell goods, provide
processing, repair and replacement services or tangible personal property leasing services or import goods
shall be subject to a 13% tax rate; taxpayers who sell transport services, postal services, basic
telecommunications services, construction services, or real property leasing services, sell real property,
transfer the land use right, sell or import certain goods, unless otherwise provided, shall be subject to a
9% tax rate, and tax payers who sell services or intangible assets, unless otherwise provided, shall be
subject to a 6% tax rate.
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FOREIGN EXCHANGE ADMINISTRATION IN THE PRC

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 SAFE, with the authorization of the People’s
Bank of China (“PBOC”), is empowered with the functions of administering all matters relating to foreign
exchange, including the enforcement of foreign exchange control regulations.

The Administrative Regulations on Foreign Exchange of the PRC ( 3 A R I &M ife 5 2 Ak
) ) which was issued by the State Council on January 29, 1996, implemented on April 1, 1996 and latest
amended on August 5, 2008, classifies all international revenues and expenditure and transfers into current
items and capital items. Current items are subject to the reasonable examination of the veracity of
transaction documents and the consistency of the transaction documents and the foreign exchange receipts
and payments by financial institutions engaging in conversion and sale of foreign currencies and
supervision and inspection by the foreign exchange control authorities. For capital items, overseas
organizations and overseas individuals making direct investments in the PRC shall, upon approval by the
relevant authorities in charge, process registration formalities with the foreign exchange control
authorities. Foreign exchange income received overseas can be repatriated or deposited overseas, and
foreign exchange and foreign exchange settlement funds under the capital account are required to be used
only for purposes as approved by the competent authorities and foreign exchange administrative
authorities. In the event that international revenues and expenditure occur or may occur a material
misbalance, or the national economy encounters or may encounter a severe crisis, the State may adopt
necessary safeguard and control measures on international revenues and expenditure.

The Regulations for the Administration of Settlement, Sale and Payment of Foreign Exchange ( <&
B ~ 65 b S fF 7 3B E ) ), which was promulgated by the PBOC on June 20, 1996 and implemented on
July 1, 1996, removes other restrictions on convertibility of foreign exchange under current items, while
imposing existing restrictions on foreign exchange transactions under capital account items.

According to the Announcement on Improving the Reform of the Renminbi Exchange Rate
Formation Mechanism ( B 5835 A RS RE L B Sl 2 19 2045 ) ), which was issued by the PBOC
and implemented on July 21, 2005, the PRC has started to implement a managed floating exchange rate
system in which the exchange rate would be determined based on market supply and demand and adjusted
with reference to a basket of currencies since July 21, 2005. Therefore, the Renminbi exchange rate was
no longer pegged to the U.S. dollar. PBOC would publish the closing price of the exchange rate of the
Renminbi against trading currencies such as the U.S. dollar in the interbank foreign exchange market after
the closing of the market on each working day, as the central parity of the currency against Renminbi
transactions on the following working day.

According to the relevant laws and regulations in the PRC, PRC enterprises (including foreign
investment enterprises) which need foreign exchange for current item transactions may, without the
approval of the foreign exchange administrative authorities, effect payment through foreign exchange
accounts opened at the designated foreign exchange bank, on the strength of valid transaction receipts and
proof. 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 (such as our Company) may, on the strength of resolutions of the
board of directors or the shareholders’ meeting on the distribution of profits, effect payment from foreign
exchange accounts opened at the designated foreign exchange bank, or effect exchange and payment at the
designated foreign exchange bank.

According to the Decisions on Matters including Canceling and Adjusting a Batch of Administrative
Approval Items ( <[BH5 B B 7 O FH R B — AT BRI I H S5 S IH AR E ) ) which was promulgated by
the State Council on October 23, 2014, it decided to cancel the approval requirement of the SAFE and its
branches for the remittance and settlement of the proceeds raised from the overseas listing of the foreign
shares into RMB domestic accounts.
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According to the Notice of the State Administration of Foreign Exchange of the PRC on
Revolutionizing and Regulating Capital Account Settlement Management Policies ( [ 25 2 =) B
A RO T R AR A T H 4% T A BRI #E A1) ) which was promulgated and implemented by the SAFE on
June 9, 2016, partially repealed on December 4, 2023, foreign currency earnings in capital account that
relevant policies of willingness exchange settlement have been clearly implemented on (including the
recalling of raised capital by overseas listing) may undertake foreign exchange settlement in the banks
according to actual business needs of the domestic institutions.

On October 23, 2019, the SAFE issued the Circular on Further Promoting the Facilitation of
Cross-border Trade and Investment ( {BRME—HAL SR E 5 G F{LAVEA) ), which removed
the restrictions on non-investment foreign enterprises using capital funds for domestic equity investments.
Additionally, the state abolished the restrictions on the use of funds after settlement in domestic asset
realization accounts and relaxed the restrictions on the use and settlement of foreign exchange of the
margins by foreign investors. Qualified enterprises in pilot regions are also allowed to use capital account
income, such as capital funds, foreign debts, and overseas listing proceeds, for domestic payments without
the need to provide proof of authenticity for each transaction to banks in advance. The use of such funds
must be genuine, compliant, and in accordance with the current regulations on capital account income
management.

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 Raised by Domestic Enterprises through
Overseas Listings ( <'BI N RERAT I GO MER B BR B N A 36 Bi b b & 44 BA B R R @ ) ),
effective from April 1, 2026, a domestic enterprise that lists overseas shall apply for overseas listing
registration within 30 working days from the first trading day of its overseas listing or upon completion
of the over-allotment option. Funds raised by a domestic enterprise through an overseas listing shall, in
principle, be repatriated to mainland China in a timely manner.
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