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APPENDIX III TAXATION AND FOREIGN EXCHANGE

TAXATION OF SECURITY HOLDERS

The taxation of income and capital gains of holders of H Shares is subject to the laws and
practices of the PRC and of jurisdictions in which holders of H Shares are residents or otherwise
subject to tax. The following summary of certain relevant taxation provisions is based on current
effective laws and practices, and no predictions are made about changes or adjustments to relevant
laws or policies, and no comments or suggestions will be made accordingly. The discussion has no
intention to cover all possible tax consequences resulting from the investment in H Shares, nor does it
take the specific circumstances of any particular investor into account. Accordingly, you should
consult your own tax adviser regarding the tax consequences of an investment in H Shares. The
discussion is based upon laws and relevant interpretations in effect as of the date of this document,
which is subject to change or adjustment and may have retrospective effect. No issues on PRC or Hong
Kong taxation other than income tax, capital appreciation and profit tax, business tax/appreciation tax,
stamp duty and estate duty were referred in the discussion. Prospective investors are urged to consult
their financial advisers regarding the PRC, Hong Kong and other tax consequences of owning and
disposing of H Share.

TAXATION IN THE PRC
Taxation on Dividends
Individual Investor

Pursuant to the Individual Income Tax Law of the PRC ( (1 # A\ R ALF B A g Hiik) ) (the
“IIT Law”), which was latest amended on August 31, 2018 and its implementation rules, for individual
income including interest, dividend and bonus, individual income tax with applicable proportional tax
rate of 20% shall be paid. Unless otherwise provided by the competent financial and taxation
authorities under the State Council, all the interest, dividend and bonus are deemed as derived from the
PRC whether the payment place is in the PRC. Pursuant to the Circular on Certain Issues Concerning
the Policies of Individual Income Tax ( CBHFAEAFSBIA T BOR MR ) promulgated on
13 May 1994, overseas individuals are exempted from the individual income tax for dividends or
bonuses received from foreign-invested enterprises.

Enterprise Investors

In accordance with the EIT Law and its implementation rules, a uniform enterprise income tax
rate of 25% is imposed on all resident enterprises in China, including foreign-invested enterprises; a
non-resident enterprise is generally subject to enterprise income tax at a rate of 10% on PRC-sourced
income (including dividends received from a PRC resident enterprise that issues shares in Hong Kong),
if it does not have an establishment or premise in the PRC or has an establishment or premise in the
PRC but its PRC-sourced income has no real connection with such establishment or premise. The
aforesaid income tax payable for non-resident enterprises is deducted at source, where the payer of the
income is required to withhold the income tax from the amount to be paid to the non-resident
enterprise when such payment is made or due.

The Circular on Issues relating to the Withholding of Enterprise Income Tax by PRC Resident
Enterprises on Dividends Paid to Overseas Non-Resident Enterprise Shareholders of H Shares ( <&
Hh ) B A S 1) SR AN H R I i R A ZEORIR B AR AR SE P S BUA BA R 3@ A1) ), which  was
issued by the SAT on November 6, 2008, further clarifies that a PRC-resident enterprise must withhold
enterprise income tax at a rate of 10% on the dividends distributed to overseas non-resident enterprise

1-1



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

APPENDIX III TAXATION AND FOREIGN EXCHANGE

shareholders of H Shares in 2008 and any subsequent year. In addition, the Response to Questions on
Levying Enterprise Income Tax on Dividends Derived by Non-resident Enterprise from Holding Stock
such as B Shares ( < ZFiH5 487 B I 5 R A SERUS BIRAF I S I Sl A SE T 1B R E R LD ),
which was issued by the SAT on July 24, 2009, further provides that any PRC-resident enterprise
whose shares are listed on overseas stock exchanges must withhold and remit enterprise income tax at
a rate of 10% on dividends distributed to overseas non-resident enterprise shareholders of H Shares in
2008 and any subsequent year. Such tax rates may be further modified pursuant to the tax treaty or
agreement that China has entered into with a relevant country or area, where applicable.

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 ( <A H1FI 7 5 7l
A7 IR [ R 3 T 75 2k 8 OB AN B LRI B 22 HE) ), 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 by the Chinese company. If a Hong Kong resident directly holds 25% or more of the
equity interest in a Chinese company, 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 (< AIbAN A W47 5l 47 B B 7 365 Jr 15 4 o 8 S 0B A0 977 1L A e B i) 2 9 )
¥ AaE ), which came in to effect on December 6, 2019, adds a criteria for the qualification of
entitlement to enjoy treaty benefits. Although there may be other provisions under the Arrangement,
the treaty benefits under the criteria shall not be granted in the circumstance where the main purposes
for the arrangement or transactions which will bring any direct or indirect benefits under this
Arrangement, after taking into account all relevant facts and conditions, are reasonably deemed to be
obtaining such benefits, except when the grant of such 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 statutory requirements of PRC tax law documents, such as the Notice of
the SAT on the Issues Concerning the Enforcement of the Dividend Clauses of Tax Treaties ( B % Bt
5 48R BR R AT B I 2 I B R B R R A D) ).

Tax Treaties

Non-PRC resident investors residing in countries which have entered into treaties for the
avoidance of double taxation with the PRC or residing in Hong Kong or Macau are entitled to a
reduction of the withholding taxes imposed on the dividends received from PRC companies. The PRC
currently has entered into Avoidance of Double Taxation Treaties/Arrangements with a number of
countries and regions including Hong Kong, Macau, 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 income tax treaties or
arrangements are required to apply to the Chinese tax authorities for a refund of the withholding tax in
excess of the agreed tax rate, and the refund payment is subject to approval by the Chinese tax
authorities.

Taxation on Share Transfer
Individual Investor

According to the IIT Law and its implementation rules, gains realized on the sale of equity
interests in the PRC resident enterprises are subject to individual income tax at a rate of 20%.
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Pursuant to the Circular on Continuing to Temporarily Exempt Individual Income Tax on
Income from the Transfer of Shares by Individuals ( CHABGH ~ Bl GBHS A5 B A8 e 1 52 r 15 4
AR AT S BiREA) ) issued by the MOF and the SAT in March 1998, from
January 1, 1997, income of individuals from transfer of the shares of listed enterprises shall continue to
be exempted from individual income tax. On December 31, 2009, the MOF, the SAT and CSRC jointly
issued the Circular on Issues on Levying Individual Income Tax over the Income Received by
Individuals from the Transfer of Restricted Shares of Listed Company (< B8 Az b i 2 =] R B
T A RO BT A5 BT BRI 4 A0 ), this circular provides that any individual’s income from the
transfer of listed shares on the Shanghai Stock Exchange and the Shenzhen Stock Exchange shall
continue to be exempted from individual income tax, except for the relevant shares which are subject
to sales restriction (as defined in the Supplementary Notice on Issues on Levying Individual Income
Tax over the Income Received by Individuals from the Transfer of Restricted Shares of Listed
Company (B NG 2w BRE BT R0l R T80 A B R RE R R SEER1) ) jointly issued by
the abovementioned three departments on November 10, 2010).

As of the Latest Practicable Date, no aforesaid provisions had expressly provided that whether
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 our 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 Law and its implementation rules, 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 is deducted at source, where the payer of the income is required to
withhold the income tax from the amount to be paid to the non-resident enterprise 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 Duty Law of the PRC ( 3 NRILMBIEN{ERI) ) issued by the
SCNPC on June 10, 2021 and implemented on July 1, 2022, the PRC stamp duty applies to entities and
individuals that conclude taxable documents and conduct securities transactions within the PRC and
the entities and individuals that conclude taxable documents outside the PRC which are used within the
PRC. Therefore, the requirements of the stamp duty imposed on the transfer of shares of PRC listed
companies does not apply to the acquisition and disposal of H shares outside the PRC by non-PRC
mvestors.

Estate Duty

The PRC currently does not impose any estate duty.
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HONG KONG TAXATION
Taxation on Dividends

No tax is payable in Hong Kong in respect of dividends paid by our Company.

Profits Tax

Hong Kong profits tax will not be payable by any Shareholders (other than Shareholders
carrying on a trade, profession or business in Hong Kong and holding the Shares for trading purposes)
on any capital gains made on the sale or other disposal of the Shares. Shareholders should take advice
from their own professional advisers as to their particular tax position.

Stamp Duty

Hong Kong stamp duty will be charged on the sale and purchase of Shares at the current rate of
0.2% of the consideration for, or (if greater) the value of, the Shares being sold or purchased, whether
or not the sale or purchase is on or off the Stock Exchange. The Shareholder selling the Shares and the
purchaser will each be liable for one-half of the amount of Hong Kong stamp duty payable upon such
transfer. In addition, a fixed duty of HKS$5 is currently payable on any instrument of transfer of Shares.

Estate Duty

Hong Kong estate duty was abolished effective from February 11, 2006. No Hong Kong estate
duty is payable by Shareholders in relation to the Shares owned by them upon death.

Major Taxes on our Company in the PRC
EIT

According to the EIT Law, which was promulgated on March 16, 2007 and amended from time
to time, together with its implementation rules, enterprises are classified into resident enterprises and
non-resident enterprises. Enterprises, which are incorporated in the PRC or incorporated pursuant to
the foreign laws with their “de facto management bodies” located in the PRC, are deemed as “resident
enterprise” and subject to an enterprise income tax rate of 25% on their global income. Non-resident
enterprises are subject to (i) an enterprise income tax rate of 25% on their income generated by their
establishments or places of business in the PRC and their income derived outside the PRC which are
effectively connected with their establishments or places of business in the PRC; and (ii) an enterprise
income tax rate of 10% on their income derived from the PRC but not connected with their
establishments or places of business located in the PRC. Non-resident enterprises without
establishment or place of business in the PRC are subject to an enterprise income tax of 10% on their
income derived from the PRC.

Value-Added Tax

The Value-Added Tax Law of the People’s Republic of China ( <H1#E A RILAE B HBLL) ),
which was promulgated by the SCNPC on 25 December 2024 and effective on 1 January 2026,
stipulates that any unit or individual (including individual industrial and commercial households) that
sells goods, services, intangible assets or immovable property within the territory of the PRC, or
imports goods into the territory, shall be a taxpayer subject to value-added tax and shall pay
value-added tax in accordance with the provisions of this Law. Pursuant to the Notice of the Ministry
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of Finance of the PRC and State Taxation Administration of the PRC on Adjusting Value-Added Tax
Rates ( CBABCER - BG4 = BRA oA B (A BLBL 0 1) ) effective on 1 May 2018, a taxpayer who is
previously subject to 17% on value-added tax-taxable sales activities shall have the applicable tax rate
adjusted to 16%. According to the Announcement on Relevant Policies for Deepening Value-Added
Tax Reform ( B GALIGERL SO A BEOR A1) ), which came into effect on April 1, 2019, for
value-added tax-taxable sales or imported goods of a value-added tax general taxpayer where the
value-added tax rate of 16% applies currently, it shall be adjusted to 13%.

PRC LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE

According to the PRC Foreign Currency Administration Rules (€& A R 305 4 e 7 R 5
» ) promulgated on January 29, 1996 and amended from time to time, the RMB is generally freely
convertible for current account items, including the distribution of dividends, trade and service-related
foreign exchange transactions, but not for capital account items, such as direct investment, loan,
repatriation of investment and investment in securities outside the PRC, unless the prior approval of the
SAFE or its designated banks is obtained.

According to the SAFE Notice on Reforming and Regulating Policies on the Control over
Foreign Exchange Settlement of Capital Accounts ( <2 %<4 e/ B J5) B 74 o A 8 B A TE H 45 T 2
ELHR A8 %E0) ) promulgated on June 9, 2016, the settlement of foreign exchange receipts under the
capital account (including but not limited to foreign currency capital and foreign debts) may convert
from foreign currency into RMB on self-discretionary basis. The ratio of the discretionary exchange
rate of foreign exchange receipts under domestic capital account is tentatively set at 100%. The SAFE
may adjust the above ratio in due course according to the balance of payment status.

According to the SAFE Circular on Further Promoting Cross-border Trade and Investment
Facilitation ( CBZ<HMER B R B HE — 0 e RS 13 5 5 BB AL 1978 A0) ) which was promulgated
on October 23, 2019, foreign-invested enterprises engaged in non-investment business are permitted to
settle foreign exchange capital in RMB and make domestic equity investments with such RMB funds
according to law on the condition that the current Special Administrative Measures for Access of
Foreign Investment (Negative List) are not violated and the relevant domestic investment projects are
genuine and in compliance with laws.
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