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TAXATION OF SECURITY HOLDERS

Income tax and capital gains tax of holders of the H shares is subject to the laws and practices of
the PRC and of jurisdictions in which holders of the 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 has not taken in to account the expected change or amendment to the relevant laws or policies and
does not constitute any opinion or advice. The discussion does not deal with all possible tax
consequences relating to an investment in the H shares, nor does it take into account the specific
circumstances of any particular investor, some of which may be subject to special regulation.
Accordingly, you should consult your own tax adviser regarding the tax consequences of an investment
in the H shares. The discussion is based upon laws and relevant interpretations in effect as of the date
of this document, all of which are subject to change or adjustment and may have retrospective effect.

This discussion does not address any aspects of PRC taxation other than income tax, capital gains
tax and profits tax, sales tax, value-added tax, stamp duty and estate duty. Prospective investors are
urged to consult their financial advisers regarding the PRC and other tax consequences of owning and
disposing of the H shares.

TAXATION IN CHINESE MAINLAND
Tax on Dividends
Individual Investors

According to the Individual Income Tax Law of the PRC ("% A R ILFNE R A PT 58115 ) ) (the
“IIT Law”), latest 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 People’s Republic of China ({H %
N B ILAN B0 A Fr 9 B L B 6 9])) 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%. For shares of listed companies
obtained by individuals via public offerings and market transfer and held for less than one month
(including one month), the income from dividends and bonuses thereof shall be fully included in the
individual’s taxable income amount; where the shares are held for a period from one month up to one
year (including one year), 50% of the income from dividends and bonuses therefrom shall temporally
be included in the individual’s taxable income amount; the aforesaid income shall be subject to
individual income tax based on 20% tax rate on a unified basis.

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 («PAJHIFI A US4 Il 4T B B A 36 T 45 ik G, B o f0RE AN B 1 IR B 10 2 B )
(the “Arrangement for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income”), signed by the Mainland of China and the Hong Kong Special
Administrative Region on August 21, 2006, the PRC government may impose tax on dividends paid by a
PRC company to a Hong Kong resident (including natural person and legal entity), but such tax shall not
exceed 10% of the 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 (<[l Z¢ i 15 48 Ja) BRI < PR3 1t 760 5 s A4 1l 4 LBk [t R0 36 o
i 2k S B T OB RN 97 1R TR B L HE) SR R EE)) (the “Fifth Protocol”), issued by the STA 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.
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Enterprise Investors

Pursuant to the Enterprise Income Tax Law of the PRC ({H#E A R ILFNE A 2E 5B )) (the
“EIT Law”) promulgated by the SCNPC, latest amended and became effective on December 29, 2018,
and the Implementation Regulations for the Enterprise Income Tax Law of the PRC (' #E A R L FN =
A ZEFT R BLE B e 6)) promulgated by the State Council, last amended and became effective on
April 23, 2019, a non-resident enterprise is subject to a 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 B R Al 26 1) 558 ShHB I i R AR S IR ROIR 8 IR AR ARSI 3 S B A7 A Pl 0
A issued by the STA 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.

According to the Arrangement for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income (3715 4kt 5 8 BB AN 57 1L i BL AU %2 HF) ), issued by the
STA and effective on December 12, 2006, the PRC government may impose tax on dividends paid by a
PRC company to a Hong Kong resident (including natural person and legal entity), but such tax shall
not exceed 10% of the 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.

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 corporate
income tax imposed on the dividends received from PRC companies. Non-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 corporate income tax in excess of the agreed tax
rate, and the refund application is subject to approval by the Chinese tax authorities.

Pursuant to the Administrative Measures on Entitlement of Non-resident Taxpayers to Preferential
Treatment under Tax Treaties (I J& RANBE A 32 h € 778 8 HIEE ) ), which was promulgated by the
STA on October 14, 2019 and became effective on January 1, 2020, non-resident taxpayers are entitled
to preferential treatment under the tax treaties through self-determination, self-declaration and keeping
and documenting relevant information for inspection. Where a non-resident taxpayer self-assesses and
concludes that it satisfies the criteria for claiming treaty benefits, it may enjoy treaty benefits at the
time of tax declaration or at the time of withholding declaration through a withholding agent,
simultaneously gather and retain the relevant materials pursuant to the regulations for future inspection,
and be subject to subsequent administration by tax authorities.
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Tax on Gains from Share Transfer
VAT and Local Surcharges

Pursuant to the Notice on Fully Implementing the Pilot Reform for the Transition from Business
Tax to Value-added Tax (<BH A 4 1H B % SE B O ES (E B LB W %0)) (the “Circular 36”), which
was implemented on May 1, 2016, entities and individuals engaged in the services sale in the PRC are
subject to VAT and “engaged in the services sale in the PRC” means that the seller or buyer of the
taxable services is located in the PRC. Circular 36 also provides that transfer of financial products,
including transfer of the ownership of marketable securities, shall be subject to VAT at 6% on the
taxable revenue (which is the balance of sales price upon deduction of purchase price), for a general or
a foreign VAT taxpayer. However, individuals who transfer financial products are exempt from VAT.

According to the provisions above, upon the sale or disposal of H shares, the holders are exempt
from VAT in the PRC if they are non-resident individuals; in case the holders are non-resident
enterprises, they may not be subject to the VAT in the PRC if the purchasers of the H shares are
individuals or entities located outside of the PRC whereas the holders may be subject to the VAT in the
PRC if the purchasers of the H shares are individuals or entities located in the PRC.

Income tax
Individual Investors

According to the IIT Law and its implementation rules, individuals are subject to individual
income tax at the rate of 20% on gains realized on the sale of equity interests in PRC resident
enterprises. Under the Circular of the MOF and STA on Declaring that Individual Income Tax
Continues to Be Exempted over Individual Income Tax from Transfer of Shares (Cai Shui
Zi (1998) No.61) (CHAETHES ~ [ 580 55 48 Bl frA 18 A\ e 8 5 5 Fr 15 6 4 S s 18 A A4 1) 2 R0 )
(the “Circular 61”) issued by the MOF and STA on March 30, 1998, from January 1, 1997, gains of
individuals from the transfer of shares of listed companies continue to be exempted from individual
income tax. According to Announcement about the Catalog of Preferential Individual Income Tax
Policies with Continued Effect (CHABUHRR 13 R BiH5 48 = Bl i A A8 A 200 B0 R T 7431t 4 L BORE H Bk 1Y
NAED) issued by the MOF and STA on December 29, 2018, the Circular 61 will continue to be
effective.

Enterprise Investors

In accordance with the EIT Law and its implementation rules, a non-resident enterprise is
generally subject to corporate 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 the non-resident enterprise. Such tax may be
reduced or exempted pursuant to relevant tax treaties or agreements on avoidance of double taxation.

Taxation Policy of Shanghai-Hong Kong Stock Connect

Under the Notice of the Ministry of Finance, the State Administration of Taxation and the China
Securities Regulatory Commission on the Tax Policies Related to the Pilot Program of the
Shanghai-Hong Kong Stock Connect (Cai Shui (2014) No. 81) ((BFEBGH ~ BIEBLH AR ~ 4 B#53
BB M e B B A UE VS I S T 4558 o B W e o Sk B A R B UACIER R ) # HT) ) which was issued on
October 31, 2014 and came into effect on November 17, 2014, for dividends and bonus obtained by
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mainland individual investors investing in H shares listed on the Hong Kong Stock Exchange (the
“HKSE”) through Shanghai-Hong Kong Stock Connect, the H-share companies shall apply to the China
Securities Depository and Clearing Corporation Limited (the “CSDC”) for provision by CSDC to the
H-share companies register of individual investors in the Chinese Mainland, and the H-share companies
shall withhold individual income tax at the rate of 20%. Income from share dividend derived by
Chinese Mainland corporate investors from investment in shares listed on the HKSE through the
Shanghai-Hong Kong Stock Connect shall be included in their total income and be subject to enterprise
income tax pursuant to the law. Income from share dividend derived by a Chinese Mainland resident
enterprise for holding H shares over 12 consecutive months shall be exempted from enterprise income
tax pursuant to the law. The H shares company is not required to withhold income tax on share
dividend for its Chinese Mainland corporate investors, and the corporate investors shall make
declaration and payment for the tax payable amount voluntarily. Pursuant to the Announcement on
Continuing the Implementation of the Individual Income Tax Policies Concerning the Shanghai-Hong
Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect and the Mutual Recognition of
Funds between Chinese Mainland and Hong Kong (B4 fE4E B IR W - RS LT 1528 &) B W Bl
R T R0 A B s R 4 LR R N I A5 BLBOR 9 A 45 ) ) which promulgated on August 21, 2023 and
implemented on the same date, the transfer spread income derived by mainland individual investors
from investing in shares listed on the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock
Connect shall continue to be exempted from individual income tax until December 31, 2027.

Taxation Policy of Shenzhen-Hong Kong Stock Connect

Under the Notice on the Tax Policies Related to the Pilot Program of the Shenzhen-Hong Kong
Stock Connect (Cai Shui (2016) No.127) (KBl i # i 5% 1 45 58 5 "0 g T 208 8 o s B A R B WA BB
HY#E%0)) which was promulgated on November 5, 2016 and came into effect on December 5, 2016, for
dividends and bonus income obtained by mainland individual investors investing in H shares listed on
the Hong Kong Stock Exchange through Shenzhen-Hong Kong Stock Connect, the H-share companies
shall apply to CSDC for provision by CSDC to the H-share companies register of individual investors
in the Chinese Mainland, and individual income tax shall be withheld by H-share companies at the tax
rate of 20%.

Income from dividends and bonuses derived by a corporate investor in the Chinese Mainland from
investment in shares listed on the HKSE through Shenzhen-Hong Kong Stock Connect shall be included
in the total income amount, and subject to enterprise income tax pursuant to the law. Income from
dividends and bonuses derived by a Chinese Mainland resident enterprise for H shares held for 12
months consecutively shall be exempted from enterprise income tax pursuant to the law. The H shares
company shall not withhold income tax on dividends and bonuses for corporate investors in the Chinese
Mainland, and the tax payable amount shall be declared and paid by the corporate investor.

Pursuant to the Announcement on Continuing the Implementation of the Individual Income
Tax Policies Concerning the Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong
Stock Connect and the Mutual Recognition of Funds between Chinese Mainland and Hong Kong
(KRR A S 8 B M VB s ~ TR T TR 28 i 35 58 o 6. e T 7 A o R TR0 i B 7 s R < T R A BRI N 15 B BOR
)34 )) which promulgated on August 21, 2023 and implemented on the same date, the transfer
spread income derived by mainland individual investors from investing in shares listed on the Hong
Kong Stock Exchange through Shenzhen-Hong Kong Stock Connect shall continue to be exempted
from individual income tax until December 31, 2027.

Stamp Duty
According to the Stamp Duty Law of the PRC (% ANRILANEENIERIIL)), which was

promulgated on June 10, 2021 and came into effect 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
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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.

Estate Duty

As of the date of this document, no estate duty has been levied in the PRC under the PRC laws.
MAJOR TAXATION OF OUR COMPANY IN THE PRC
Enterprise Income Tax

According to the EIT Law and its implementation rules, all the domestic enterprises in China
(including foreign-invested enterprises) shall be subject to enterprise income tax at the uniform tax rate
of 25%.

According to the Administrative Measures for Determination of High and New Tech Enterprises
(BB A ZE 388 4 #EHFE ) ), which was promulgated by the Ministry of Science and Technology,
the MOF and the STA 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 Enterprise
Income Tax Law.

According to the Announcement of the Ministry of Finance and the State Taxation Administration
on Further Implementing the Preferential Income Tax Policies for Micro and Small Enterprises (B
E— 20 B /MU FE TS B BECR A 15 ) ), which was promulgated by the MOF and the STA on
March 14, 2022, the annual taxable income of a small low-profit enterprise that is not less than 1
million yuan and not more than 3 million yuan shall be included in its taxable income at the reduced
rate of 25%, with the applicable enterprise income tax rate of 20%. According to the Announcement of
the Ministry of Finance and the State Taxation Administration on the Preferential Income Tax Policies
for Micro and Small Enterprises and Individual Industrial and Commercial Households (CHABUHE ~ i #5
RS B /N A SERD 8 B8 T 5 A 1R B B BUR Y A 45 )), which was promulgated on March 26, 2023,
the annual taxable income of a small low-profit enterprise that is not more than 1 million yuan shall be
included in its taxable income at the reduced rate of 25%, with the applicable enterprise income tax rate
of 20%. According to the Announcement of the Ministry of Finance and the State Taxation
Administration on the Relevant Tax and Fee Policies for Further Supporting the Development of Micro
and Small Enterprises and Individual Industrial and Commercial Households ({HfBUHS ~ BiHs 48 5 B
HE— 20 SCRE/ NS SEFN RS 7 5 88 R A BB B BUR Y 245 ) ), which was promulgated on August 2,
2023, the taxable income of a small low-profit enterprise shall be calculated at the reduced rate of 25%,
and the policy of payment of enterprise income tax at the rate of 20% shall continue to be implemented
until December 31, 2027.

Value-added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC ({3 A [ L A1 5] 3% {5 Fi
4 T])) promulgated by the State Council, last amended and became effective on November 19,
2017 and the Implementation Rules for the Provisional Regulations on Value-added Tax of the PRC
(N R A B B (B B AT B B4R Il ) ) promulgated by the MOF on December 25, 1993, latest
amended on October 28, 2011 and became effective on November 1, 2011, all entities or individuals in
the PRC engaging in the sale of goods or processing, repair and assembly services, sale of services,
intangible assets, immovables and importation of goods in the PRC shall be taxpayers of Value-added
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Tax (the “VAT”) and shall pay VAT. The rate of VAT for sale of goods is 17% unless otherwise
specified, such as the rate of VAT for sale of transportation is 11%, the rate for sale of service is 6%
unless otherwise specified.

In accordance with Notice of the Ministry of Finance and the State Administration of Taxation on
the Adjustment to VAT Rates (CHABUHE - BiHs 48 5 B A 0 88 I (EBLBL R 1)), which became
effective on May 1, 2018, the deduction rates of 17% or 11% applicable to the taxpayers who have VAT
taxable sales activities or imported goods are adjusted to 16% or 10%.

According to Announcement on Policies for Deepening the VAT Reform (B GAb 8 (BB B4
A B ECR P25 )) promulgated by the MOF, the STA and the General Administration of Customs on
March 20, 2019 and became effective from April 1, 2019, for general VAT payers’ sales activities or
imports that are subject to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate is
adjusted to 13% or 9% respectively.

On December 25, 2024, the SCNPC promulgated the VAT Law of the PRC KGR YN e
ﬁﬁﬁ‘%‘%, which came into effect on January 1, 2026, and replaced the Provisional Regulations on
Value-added Tax of the PRC.

TAXATION OF THE COMPANY IN HONG KONG
Taxation on Dividends

No tax is payable by any person or corporation under the laws of Hong Kong in respect of
dividends paid by our Company.

Profits Tax

Shareholders (other than Shareholders who engage in a trade, profession or business in Hong
Kong and hold their Shares for trading purposes) are not subject to Hong Kong profits tax on capital
gains derived from the sale or disposal of their Shares. Shareholders shall seek advice from their own
professional advisors on their specific tax situation.

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, in total,
whether or not the sale or purchase is on or off the Hong Kong Stock Exchange. The Shareholders who
buy or sell Shares 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 HK$5 is currently payable on any instrument of transfer
of Shares.

Estate Duty
The Revenue (Abolition of Estate Duty) Ordinance 2005 came into effect on February 11, 2006 in
Hong Kong, pursuant to which no Hong Kong estate duty is payable and no estate duty clearance

papers are needed for an application of a grant of representation in respect of holders of H Shares
whose deaths occur on or after February 11, 2006.
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FOREIGN EXCHANGE ADMINISTRATION IN THE PRC

The lawful currency of the PRC is the Renminbi. The State Administration of Foreign Exchange
(the “SAFE”), authorized by the People’s Bank of China (the “PBOC”) is empowered with the
functions of administering all matters relating to foreign exchange, including the enforcement of foreign
exchange regulations.

Pursuant to the Regulations of the People’s Republic of China on Foreign Exchange Control (£
#e N\ BRI [ A1 [ FEAA15]) ) amended by the State Council and became effective on August 5, 2008,
all international payments and transfers are classified into current account items and capital account
items. The PRC does not impose restrictions on international payments and transfers under current
account items. Foreign exchange income from the current account of PRC enterprises may be retained
or sold to financial institutions engaged in the settlement and sale of foreign exchange in accordance
with relevant provisions of the State. The retention or sale of foreign exchange receipts under capital
accounts to financial institutions engaging in settlement and sale of foreign exchange shall be subject to
the approval of foreign exchange administrative authorities, unless otherwise stipulated by the State.

Pursuant to the Regulations for the Administration of Settlement, Sale and Payment of Foreign
Exchange ({%5H0E ~ 8 [E K AT REF PEHIE ) ) promulgated by the PBOC on June 20, 1996 and became
effective on July 1, 1996, the remaining restrictions on convertibility of foreign exchange in respect of
current account items are abolished while the existing restrictions on foreign exchange transactions in
respect of capital account items are retained.

According to relevant laws and regulations of the PRC, PRC enterprises (including
foreign-invested enterprises) which require foreign exchange for transactions relating to current account
items, may, without the approval of SAFE, effect payment from their foreign exchange accounts at the
designated foreign exchange banks, on the strength of valid receipts and proof of transactions.
Foreign-invested enterprise that need to distribute profits to their shareholders in foreign exchange and
Chinese enterprise that need to pay fixed dividends in foreign exchange in accordance with the
requirements shall pay from its foreign exchange account or pay at the designated foreign exchange
bank by a resolution of the board of directors on the distribution of profits.

According to the Decision of the State Council on Canceling and Adjusting a Group of
Administrative Approval Items and Other Matters (<2755 B B 7 BT i 5 — AT Brgedit 16 5 45 10
P 7E)) promulgated by the State Council and effective on October 23, 2014, the administrative
approval of the SAFE and its branches on matters concerning the repatriation and settlement of foreign
exchange of overseas-raised funds through overseas listing has been canceled.

According to the Notice of the State Administration of Foreign Exchange on Issues Relating to
Foreign Exchange Control Pertaining to Overseas Listing ([ %40 3 J5y B it 45 40 b 17 A0 A5 B A
A [ A48 1) ) promulgated by the SAFE on December 26, 2014, a domestic company shall complete
registration formalities for overseas listing with the SAFE’s local branch at its place of registration
within 15 working days from completion of issuance for its overseas listing. Funds raised from overseas
listing of a domestic company may be repatriated to China or deposited overseas, and the usage of
funds shall be consistent with the relevant contents set out in the document document or disclosure
documents such as the corporate bonds offering documentation, shareholders’ circular and the board of
directors or shareholders’ meeting resolution.

According to the Notice of the State Administration of Foreign Exchange on Policies for
Reforming and Regulating the Control over Foreign Exchange Settlement under the Capital Account
(R 52 A1 R 57 PR sy B 2 el 5 R R T A T ) 45 TR BB B 4 1) ) promulgated by the SAFE on June
9, 2016, domestic institutions may settle their foreign exchange receipts under the capital account
(including repatriated funds raised through overseas listing) entitled to discretionary settlement
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according to relevant policies with banks as actually needed for business operation. Domestic
institutions may, at their discretion, settle up to 100% of their foreign exchange receipts under the
capital account for the time being. The SAFE may adjust the aforesaid proportion in due time in light
of the balance of payment.

On January 26, 2017, the SAFE issued the Notice of the State Administration of Foreign
Exchange on Further Promoting the Reform of Foreign Exchange Administration and Improving the
Examination of Authenticity and Compliance (<[8]5¢ MM B 5) BH 7 4E — 25 #i A A ME 4 B ok o 58 35 L
EAHMFEZEED) (Hui Fa [2017] No. 3) to further expand the scope of settlement for domestic
foreign exchange loans, allow settlement for domestic foreign exchange loans with export background
under goods trading; allow repatriation of funds under domestic guaranteed foreign loans for domestic
utilization; allow settlement for domestic foreign exchange accounts of foreign institutions operating in
the Free Trade Pilot Zones; and adopt the model of full-coverage RMB and foreign currency overseas
lending management, where a domestic institution engages in overseas lending, the sum of its
outstanding overseas lending in RMB and outstanding overseas lending in foreign currencies shall not
exceed 30% of its owner’s equity in the audited financial statements of the preceding year.

On October 23, 2019, the SAFE issued the Notice of the State Administration of Foreign
Exchange on Further Facilitating Cross-Board Trade and Investment (B 5414 35 B i — 25 fiE 4
g o S E @AM %@ AN ) ), which was amended with immediate effect on December 4, 2023 . The
notice canceled restrictions on domestic equity investments made with capital funds by non-investing
foreign-funded enterprises. In addition, restrictions on the use of funds for foreign exchange settlement
of domestic accounts for the realization of assets have been removed and restrictions on the use and
foreign exchange settlement of foreign investors’ security deposits have been relaxed. Eligible
enterprises in the pilot area are also allowed to use revenues under capital accounts, such as capital
funds, foreign debts and overseas listing revenues for domestic payments without providing materials to
the bank in advance for authenticity verification on an item-by-item basis, while the use of funds
should be true, in compliance with applicable rules and conforming to the current capital revenue
management regulations.

According to the Notice on Optimising Administration of Foreign Exchange to Support the
Development of Foreign-related Business (%4 MEE 2 ) BH A 8 AL S 87 BE S 47 0 A0 3665 9% e 1) 2
#1)) issued by the SAFE and became effective on April 10, 2020, eligible enterprises are allowed to
make domestic payments by using their capital, foreign credits and the income under capital accounts
of overseas listing, without providing materials to the bank in advance for authenticity verification on
an item-by-item basis, provided that their utilised capital shall be authentic and in line with provisions,
and conform to the prevailing administrative regulations related to the use of income under capital
accounts. The concerned bank shall manage and control the relevant business risks under the principle
of prudent business development and conduct spot checks afterwards in accordance with the relevant
requirements. Local foreign exchange authorities shall strengthen monitoring and analysis and interim
and ex-post supervision.
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