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THE PRC TAXATION

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 resident or otherwise
subject to tax. The following summary of certain relevant taxation provisions is based on current
laws and practices and relevant interpretations in effect, all of which are subject to change or
adjustment and may have retrospective effect and constitutes no predictions of changes or
adjustments to relevant laws or policies or any advice or suggestions thereunder. The discussion
does not deal with all possible tax consequences relating to an investment in the H Shares or
take into account the specific circumstances of any particular investor, some of which may be
subject to special rules. Accordingly, investors should consult their own tax advisor regarding
the taxation of an investment in the H Shares.

The discussion below does not involve any issue concerning the PRC or Hong Kong
taxation other than income tax, value-added tax, stamp duty and estate duty. Prospective
investors are urged to consult their financial advisors regarding the PRC, Hong Kong and other
tax consequences of owning and disposing of H shares.

Taxation on Dividends
Individual investors

Pursuant to the Individual Income Tax Law of the People’s Republic of China ({H #E AR
FEFNEE N8 ) ) (the “IIT Law”) last amended on August 31, 2018 and implemented on
January 1, 2019 as well as the Regulations on Implementation of the Individual Income Tax Law
of the People’s Republic of China (#e A BBl A BT 1581 2 B it ) ) 1ast amended on
December 18, 2018 and implemented on January 1, 2019, dividends distributed by PRC
enterprises are subject to an individual income tax levied at a flat rate of 20%. 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 an individual income tax of 20% unless specifically exempted by the
tax authority of the State Council or reduced by an applicable tax treaty.

In accordance with the Arrangement between Mainland China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (A FI 75 45 Bl 47 B i B 7 3 iy 15 7k 4 B 7 0B A
By (b B i 22 HE) ) signed on August 21, 2006 and took effect on December 8, 2006 (the
“Arrangement”), the PRC government may levy taxes on the dividends paid by a PRC company
to Hong Kong residents (including natural persons and legal entities) in an amount not
exceeding 10% of total dividends payable by the PRC company. If a Hong Kong resident
directly holds 25% or more of the equity interest in a PRC company, then such tax shall not
exceed 5% of the dividends payable by the PRC company.
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On June 28, 2011, the SAT issued the Notice of State Administration of Taxation on Issues
Relating to Administration of Levying of Individual Income Tax Upon Abolishment of Document
Guoshuifa [1993] No. 045 (Guoshuihan [2011] No. 348) (<P B #£[19931045 %58 SC 14 % 11 4%
5 BEAR N T A5 B0 B0 ] A 48 0 ) (B BE bR [2011] 348%%)), pursuant to which, dividends received
by overseas resident individual shareholders from domestic non-foreign invested enterprises
which have issued shares in Hong Kong are subject to individual income tax, which shall be
withheld and paid by a withholding agent according to the items of interest, dividend and bonus
income. Overseas resident individual shareholders of domestic non-foreign invested enterprises
which have issued shares in Hong Kong are entitled to relevant preferential tax treatment
pursuant to the provisions in the tax treaties between the countries in which they are residents
and China, and the tax arrangements between Chinese Mainland and Hong Kong (Macau).
Individual shareholders are generally subject to a withholding tax rate of 10% without any
application when domestic non-foreign invested enterprises which have issued shares in Hong
Kong distribute dividends. Where the tax rates on dividends are not 10%, the following
requirements shall apply: (1) for individuals receiving dividends who are citizens from countries
that have entered into tax treaties with China with tax rates lower than 10%, they may, according
to the Announcement of State Taxation Administration on Promulgation of the Administrative
Measures on Non-resident Taxpayers Enjoying Treaty Benefits (Guoshuifa [2019] No. 35) (£
FALHS KRR BRI B A I T B AN BN 32 Mok A 28 BERA B A ) (BUBEEE [2019] 35%%)), apply
for refund; (2) for individuals receiving dividends who are citizens from countries that have
entered into tax treaties with China with tax rates higher than 10% but lower than 20%, the
withholding agent will, upon distribution of dividends, withhold and pay the individual income
tax at the agreed effective tax rates under the treaties, without seeking such approval; (3) for
individuals receiving dividends who are citizens from countries without tax treaties with China
or under other circumstances, the withholding agent will, upon distribution of dividends,
withhold and pay the individual income tax at the rate of 20%.

Enterprise investors

According to the Enterprise Income Tax Law of the People’s Republic of China (' # A K
AN T HIL)) (the “EIT Law”) promulgated by the NPC on March 16, 2007, last
amended by the Standing Committee of the National People’s Congress (the “SCNPC”) on
December 29, 2018 and took effect on the same date, and the Implementing Regulations for the
Enterprise Income Tax Law of the People’s Republic of China (H 3 A R AL B 4 3 Fr 15 B ik
E 1)) promulgated by the State Council on December 6, 2007, last amended on December
6, 2024 and took effect 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. Such withholding taxes 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 the non-resident enterprise when such payment is made or due.
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The SAT Circular on Issues Relating to the Withholding of Enterprise Income Tax on
Dividends Paid by Chinese Resident Enterprises to H-share Holders which are
Overseas Non-Residents Enterprises (Guoshuihan [2008] No. 897) (B Z Bl B 48 5 B i o B J=
B A 3 1) 558 A e R A 26 T o IR B S A A AR A A 36 BT A5 B A B DAY 0 ) (IR B K
[20081897%%)) issued by the SAT on November 6, 2008, which became effective on the same
day, further clarified that a PRC-resident enterprise must withhold enterprise income tax at a flat
rate of 10% on dividends paid to non-PRC resident enterprise shareholders of H Shares with
respect to the dividends of 2008 and onwards. In addition, the official Reply from the SAT on
Issues Concerning the Levying of the Enterprise Income Tax on Dividends Derived by
Non-Resident Enterprises from B Shares, Etc. (Guoshuihan [2009] No. 394) (B ZFiH 4 )= B
T T R A SIS B S S8 M S BB R Rl A SE BT A B 1 RE L) (U BLER [2009]  3945%)) issued
by the SAT on July 24, 2009, which became effective on the same day, further provides that
PRC-resident enterprises listed on Chinese and overseas stock exchanges by issuing stocks (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 shareholders.
Such tax rates may be further modified pursuant to the tax treaties or agreements that China has
concluded with a relevant jurisdiction, where applicable.

Pursuant to the Arrangement, the PRC Government may levy taxes on the dividends paid by
a PRC company to Hong Kong residents (including natural persons and legal entities) in an
amount not exceeding 10% of total dividends payable by the PRC company. If a Hong Kong
resident directly holds 25% or more of the equity interest in a PRC company, then such tax shall
not exceed 5% of the dividends payable by the PRC company. The Fifth Protocol of the
Arrangements between the Mainland of China and the Hong Kong Special Administrative Region
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to
Taxes on Incomes (A HLFNF 5 45 Bl 47 L 5 B A 36 BT 15 4 o0 & 55 AR08 B 1k fén s Bl 19 %2
PE) AT E)) came into effect on December 6, 2019, adding a criteria for the qualification
of entitlement to treaty benefits. Although there may be other provisions under the Arrangement,
if, having regard to all relevant facts and circumstances, it can be reasonably concluded that one
of the main purposes for the arrangement or transactions is to obtain any direct or indirect
benefits under the Agreement, the benefits under the Arrangement shall not be granted in the
circumstance in respect of the relevant gains, unless 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 State Administration of Taxation on Issues Relating
to the Implementation of Dividend Clauses in Tax Treaties (Guoshuihan [2009] No. 81) ({E%
i 15 48 ) BRI BT B W 15 5 B SV AT B i L 2 0 ) BB BRI [2009] 815)).
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Tax treaties

Investors who are not PRC residents and reside in jurisdictions which have entered into
avoidance of double taxation treaties or arrangements with the PRC are entitled to a reduction of
the PRC enterprise income taxes imposed on the dividends received from PRC companies. At
present, the PRC has entered into agreements/arrangements for the avoidance of double taxation
with a number of countries or regions including Hong Kong, Macau SAR, 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 may apply to the PRC tax authorities for a
refund of enterprise income tax in excess of the agreed tax rate, and the refund application is
subject to approval by the PRC tax authorities.

Taxation on Equity Transfer
Income tax
. Individual investors

According to the IIT Law, gains realized on the transfer of personal assets are subject
to the income tax at a rate of 20%. Pursuant to the Notice of the Ministry of Finance and
the State Administration of Taxation on the Continued Provisional Exemption of Individual
Income Tax on Income from the Transfer of Stocks by Individuals (Caishuizi [1998] No.
61)  (CBRA A A ol BB 52 P A5 AR A0 S RN IR A B AR BLRYAE ) (B [1998]  61%%))
jointly issued by the MOF and the SAT on March 30, 1998, which became effective on the
same date the income of individuals from transfer of the shares of listed enterprises
continues to be exempted from individual income tax since January 1, 1997.

However, on December 31, 2009, the MOF, the SAT and the China Securities
Regulatory Commission (the “CSRC”) jointly issued the Notice on Issues Relating to
Levying of Individual Income Tax on Income Derived by Individuals from Transfer of
Moratorium Shares of Listed Companies (Cai Shui [2009] No. 167) (B8 A ## g i
) R S B A O A A BT A B AT B R R D) (AL [2009] 1679%)),  which  became
effective on the same date and provides that individuals’ income from transferring listed
shares publicly issued and transferred on the Shanghai Stock Exchange and the Shenzhen
Stock Exchange shall continue to be exempted from individual income tax, except for
shares subject to sales limitations as defined in the Supplementary Notice on Relevant
Issues Relating to Levying of Individual Income Tax on Income from Transfer of
Moratorium Shares of Listed Companies by Individuals (Cai Shui [2010] No. 70) (B &
N b 2 ) BB I B A s (A B A5 B AT B R RO A SR D) (BB [2010]  705%))
jointly issued by such departments on November 10, 2010 and coming into effect on the
same date.
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As of the date of this document, no provision has expressly provided that individual
income tax shall be collected from non-PRC resident individual shareholders on their gains
from the transfer of shares of PRC resident enterprises listed on overseas stock exchanges
(such as the Hong Kong Stock Exchange).

. Enterprise investors

In accordance with the EIT Law and the Implementation Regulations for the
Enterprise Income Tax Law of the People’s Republic of China (< H'#E A R LA B 1> 3 fir 15
FLik B MaWB1)), 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 withholding taxes
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 the non-resident
enterprise when such payment is made or due. Such tax may be reduced pursuant to
relevant tax treaties or agreements on avoidance of double taxation.

Value-added tax

According to the Value-Added Tax Law of the People’s Republic of China ({1 % A\ RILAN
Bl (%)), promulgated by the SCNPC on December 25, 2024, and effective as of January 1,
2026, entities and individuals (including individual industrial and commercial households) that
engage in taxable transactions (including the sale of financial products), are considered
value-added tax (“VAT”) taxpayers and shall pay VAT in accordance with this law. For the sale
of financial products, it means either that the financial product is issued in the PRC or that the
seller is a domestic entity or individual. Where an entity or individual transfers financial
products without consideration, the transfer is deemed a taxable transaction and value-added tax
shall be paid in accordance with the relevant provisions. Taxpayers that sell financial products
are subject to a VAT rate of 6%. The VAT to be levied under the simplified tax calculation
method is 3%.

Pursuant to the Provisions on Transitional Policies Concerning the Pilot Scheme on
Levying Value-added Tax in Place of Business Tax (Cai Shui [2016] No. 36, Attachment 3) &=
SEFL D RS (BB sl B U R A B ) (BB [2016] 36952 B =)) (“Circular 36”), which was
implemented on May 1, 2016, and amended on July 1, 2017, January 1, 2018, December 1,
2024, November 1, 2025 and January 1, 2026, individuals who transfer financial products are
exempt from VAT.
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Stamp duty

Under the Stamp Duty Law of the People’s Republic of China (€ #E A R AL E ENfERL
%)) issued by the SCNPC on June 10, 2021 and implemented on July 1, 2022, the PRC stamp
tax is applicable to the entities and individuals that conclude taxable vouchers or conduct
securities trading within the territory of the People’s Republic of China, and the entities and
individuals outside the territory of the People’s Republic of China that conclude taxable
vouchers that are used inside the People’s Republic of China. Therefore, PRC stamp duty on
share transfer of PRC listed companies does not apply to acquisitions or dispositions of H shares
outside the PRC by non-PRC investors.

Estate Duty

As of the date of this document, no estate duty has been levied in China under the PRC
laws.

Taxation Policies of Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock
Connect

On October 31, 2014 and November 5, 2016, the MOF, the SAT and the CSRC jointly
issued the Notice on Taxation Policies Concerning the Pilot Program of an Interconnection
Mechanism for Transactions in the Shanghai and Hong Kong Stock Markets (Cai Shui [2014]
No. 81) (KB V8 b i 5% i 45 38 5 B g 208 W o o B A Rl B WA BESR O A R (A B [2014] 81795%))
and the Notice on Tax Collection Policies Relating to the Pilot Scheme of Stock Connect for
Shenzhen and Hong Kong Stock Market Transactions (Cai Shui [2016] No. 127) (<EA &Kk
SR 528 o BV A ) S B A BB ICBOR i A ) (BABE [2016] 127%F%)), pursuant to which,
the income from transfer differences and dividend and bonus income derived by PRC enterprise
investors from investing in stocks listed on the Hong Kong Stock Exchange through Shanghai -
Hong Kong Stock Connect or Shenzhen - Hong Kong Stock Connect shall be included in their
total income and subject to enterprise income tax in accordance with the law. In particular, the
dividend and bonus income derived by PRC resident enterprises which hold H shares for at least
12 consecutive months shall be exempted from enterprise income tax according to law. H-share
companies do not withhold tax on dividends and bonus income of PRC enterprise investors, and
the tax payable shall be declared and paid by such investors themselves.

For dividends and bonuses received by PRC individual investors investing in H shares
listed on the Hong Kong Stock Exchange through Shanghai - Hong Kong Stock Connect and
Shenzhen - Hong Kong Stock Connect, H-share companies shall submit an application to China
Securities Depository and Clearing Corporation Limited (the “CSDC”), which shall provide
H-share companies with a register of PRC individual investors. H-share companies shall
withhold individual income tax at a rate of 20%. Individual investors who have paid withholding
tax outside the PRC may apply for tax credits at the competent tax authorities of the CSDC with
valid tax deduction certificates. Individual income tax is levied on dividend and bonus income
derived by PRC security investment funds from investing in stocks listed on the Hong Kong
Stock Exchange through Shanghai - Hong Kong Stock Connect and Shenzhen - Hong Kong
Stock Connect in accordance with the above provisions.
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Principle Taxation of Our Company in the PRC
For details, please refer to “Regulatory Overview” in this document.
FOREIGN EXCHANGE

The lawful currency of the PRC is RMB, which is currently subject to foreign exchange
control and cannot be freely converted into foreign currency. The State Administration of
Foreign Exchange (the “SAFE”), with the authorization of the People’s Bank of China, is
empowered with the functions administering all matters relating to foreign exchange, including
the enforcement of foreign exchange control regulations.

According to the Foreign Exchange Control Regulations of the People’s Republic of China
(CHPHE R AL B A B A PG 61 ) ) promulgated by the State Council on January 29, 1996 and
amended on January 14, 1997 and August 5, 2008, the Administrative Regulations on
Settlements, Sales and Payments in Foreign Exchange ({%5RE - 8 [ S (T FEE HEHIE ) ) issued
by the People’s Bank of China on June 20, 1996 and implemented from July 1, 1996, 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 Announcement of the People’s Bank of China on Reforming the RMB
Exchange Rate Regime (CH'EI A ESRATBIA 5E &% A B W RE S0 Wb il Bl 9 A2 45 ) ) issued by
the People’s Bank of China on July 21, 2005 and effective from the same date, from July 21,
2005 onwards, China has implemented a floating exchange rate system with management and
regulation based on market supply and demand and with reference to a basket of currencies. As a
result, RMB exchange rates are no longer pegged to USD. The People’s Bank of China publishes
the closing prices of the exchange rates of RMB against USD and other currencies in the
interbank foreign exchange market after the market closes on each working day, which serves as
the mid-price for the currency’s transactions against RMB on the following working day.

On August 5, 2008, the State Council promulgated the amended Foreign Exchange Control
Regulations of the People’s Republic of China, with significant changes to China’s foreign
exchange regulatory system. Firstly, balanced treatment has been adopted for foreign exchange
inflows and outflows. Foreign exchange earnings from overseas may be transferred back to the
PRC or deposited abroad, and foreign exchange and settlement funds under capital items may
only be used for the purposes approved by competent authorities and foreign exchange control
authorities. Secondly, it has improved the RMB exchange rate formation mechanism based on
market supply and demand. Thirdly, when there is or appears to be a serious imbalance in
international balance of payments or when there is or appears to be a serious crisis in the
national economy, the state can take necessary safeguard and control measures on international
balance of payments. Fourthly, it has strengthened the supervision and management of foreign
exchange transactions and granted extensive powers to the SAFE to enhance its supervision and
management capabilities.
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According to relevant PRC laws and regulations, Chinese enterprises (including
foreign-invested enterprises) requiring foreign exchange for current account transactions may,
without the approval of foreign exchange authorities, make payments through foreign exchange
accounts opened at designated foreign exchange banks, provided that valid receipts or vouchers
for the transactions are produced. Foreign-invested enterprises that need to distribute profits in
foreign currency to their shareholders and Chinese enterprises that need to pay dividends in
foreign currency to their shareholders may make payments from foreign exchange accounts at
designated foreign exchange banks or exchange and pay at such banks in accordance with the
decision of the board of directors or the shareholders’ general meeting on the distribution of
profits.

Pursuant to the Decision of the State Council on Matters Concerning Cancellation and
Adjustment to a Batch of Items subject to Administrative Approval (Guo Fa [2014] No. 50) (<[
5 e B 7S BT 0 o 8 — HEAT B I IE H S5 S5 TE ) P ) (BTEE [2014] 509%)) issued by the State
Council on October 23, 2014 and effective from the same date, the requirement has been
cancelled for the SAFE and its branches to approve the repatriation and settlement of foreign
exchange proceeds raised by overseas listed foreign shares.

According to the Notice of the State Administration of Foreign Exchange on Issues
Relating to Foreign Exchange Control Pertaining to Overseas Listing (Hui Fa [2014] No.
54) (KB A1 HEAE B Jmy BR A 455 A1 i A1 e 787 3 (B F) LK) 2 0 ) (REE S [2014] 545%)) issued by the
SAFE on December 26, 2014 and effective from the same date, a domestic company shall
register its overseas listing with the local branch of the State Administration of Foreign
Exchange within 15 working days from the date of completion of overseas listing. Funds raised
by a domestic company from overseas listing may be transferred back or deposited overseas, and
the use of the funds shall be consistent with those set out in the document and other disclosure
documents.

According to the Notice of the State Administration of Foreign Exchange on Further
Simplifying and Improving the Foreign Exchange Management Policies for Direct Investment
(Hui Fa [2015] No. 13) (KB SR 2 fa H % i — 45 £ AL A koot B B 43 0 A/ BIE A7 B S 1) 2l
H1) (FEFE [2015] 139%)) issued by the SAFE on February 13, 2015, implemented from June 1,
2015 and amended on December 30, 2019, two administrative approvals have been cancelled,
namely foreign exchange registration under domestic direct investment and that under overseas
direct investment, which will be directly reviewed and approved by banks. The SAFE and its
branches exercise indirect supervision over the foreign exchange registration of direct
investment through banks.
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Pursuant to the Notice of the State Administration of Foreign Exchange on Reforming and
Regulating the Control over Foreign Exchange Settlement under the Capital Account (Hui Fa
[2016] No. 16) ([ Z< 41 HEAE FJ= bR % g 4 R S8 A 5 A T [ A4 ME A BB 9 3 ) (BE 3% [2016]
16%%)) issued by the SAFE on June 9, 2016, implemented from the same date and amended on
December 4, 2023, the settlement of foreign exchange receipts under the capital account
(including but not limited to foreign exchange capital and external debts and funds recovered
from overseas listing) may convert from foreign currency into RMB on a self-discretionary
basis. The ratio of the discretionary exchange rate of foreign exchange receipts under the
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 Notice of the State Administration of Foreign Exchange on Improving the
Examination of Authenticity and Compliance to further Promote Foreign Exchange Control (Hui
Fa [2017] No. 3) (%<5 2 Jay B HE — 2 #fi o A BE 4 B o o 58 3% O & MME R A 11 2
H1) (RE¥E [2017] 39%)) issued by the SAFE on January 26, 2017 and implemented from the same
date, the scope of domestic foreign exchange loan settlement is further expanded to allow
domestic foreign exchange loans with the background of commodity trade and exports to be
settled, allow funds under domestic guarantee and foreign loans to be transferred back, allow
foreign exchange settlement via the foreign exchange accounts of foreign institutions in pilot
free trade zones, and implement full-coverage overseas lending management in both RMB and
foreign currencies; where a domestic institution engages in overseas lending, the combined
balance of foreign exchange lending in RMB and foreign currencies shall not exceed a maximum
of 30% of the owner’s equity in the audited financial statements of the preceding year.

According to the Notice of the State Administration of Foreign Exchange on Further
Promoting the Facilitation of Cross-border Trade and Investment (Hui Fa [2019] No. 28) ({EH%
N RE S SR B A i — SR s B B B G AL s ) (E%E [2019] 28%F)) issued by the
SAFE on October 23, 2019 and implemented from the same date, restrictions have been removed
on the use of capital funds by non-investment foreign-invested enterprises for domestic equity
investment. In addition, restrictions have also been relaxed on the use of funds in domestic asset
realization accounts for foreign exchange settlement and the use of security deposits for foreign
exchange settlement by foreign investors. Eligible enterprises in pilot areas are allowed to use
capital funds, foreign debt, overseas listings and other income under capital items for domestic
payments without providing the banks with proof of authenticity in advance, and their use of
funds should be genuine and compliant with the current regulations governing the use of income
from capital items.

According to the SAFE Notice on Further Deepening the Reform to Facilitate Cross-border
Trade and Investment (Hui Fa [2023] No. 28) (5 HMEH 215 B A 4 — 25 TR AL o0 AR A 15 555
B o P B AE R 48 ) (RE%E [2023] 28%%)) which was promulgated on December 4, 2023 and
effective on the same date, the equity transfer consideration paid in foreign currency by
domestic entities to domestic equity transferors (including institutions and individuals), as well
as the foreign exchange funds raised from overseas listing by domestic enterprises, may be
remitted to the settlement account under the capital account directly. The funds in the settlement
account under the capital account may be independently settled and used.
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