
REGULATORY OVERVIEW

REGULATIONS ON FOREIGN INVESTMENT

Foreign Investment Law

The establishment, operation and management of companies in China are mainly governed by
the PRC Company Law (《中華人民共和國公司法》), as most recently amended in 2018, which applies
to both PRC domestic companies and foreign-invested companies. On March 15, 2019, the National
People’s Congress approved the PRC Foreign Investment Law (《中華人民共和國外商投資法》), and
on December 26, 2019, the State Council promulgated the Implementing Rules of the PRC Foreign
Investment Law (《中華人民共和國外商投資法實施條例》), or the Implementing Rules, to further
clarify and elaborate the relevant provisions of the Foreign Investment Law. The Foreign Investment
Law and the Implementing Rules both took effect on January 1, 2020 and replaced three major
previous laws on foreign investments in China, namely, the PRC Sino-foreign Equity Joint Venture
Law (《中華人民共和國中外合資經營企業法》), the Sino-foreign Cooperative Joint Venture Law (《中
華人民共和國中外合作經營企業法》) and the Wholly Foreign-owned Enterprise Law (《中華人民共和
國外資企業法》), together with their respective implementing rules. Pursuant to the Foreign Investment
Law, “foreign investments” refer to investment activities conducted by foreign investors (including
foreign natural persons, foreign enterprises or other foreign organizations) directly or indirectly in the
PRC, which include any of the following circumstances: (i) foreign investors setting up foreign-
invested enterprises in the PRC solely or jointly with other investors, (ii) foreign investors obtaining
shares, equity interests, property portions or other similar rights and interests of enterprises within the
PRC, (iii) foreign investors investing in new projects in the PRC solely or jointly with other investors,
and (iv) investment in other methods as specified in laws, administrative regulations, or as stipulated
by the State Council. The Implementing Rules introduce a see-through principle and further provide
that foreign-invested enterprises that invest in the PRC shall also be governed by the Foreign
Investment Law and the Implementing Rules.

The Foreign Investment Law and the Implementing Rules provide that a system of pre-entry
national treatment and negative list shall be applied for the administration of foreign investment, where
“pre-entry national treatment” means that the treatment given to foreign investors and their investments
at market entry stage is no less favorable than that given to domestic investors and their investments,
and “negative list” means the special administrative measures for foreign investment’s entry to specific
fields or industries, which will be proposed by the competent investment department of the State
Council in conjunction with the competent commerce department of the State Council and other
relevant departments, and be reported to the State Council for promulgation, or be promulgated by the
competent investment department or competent commerce department of the State Council after being
reported to the State Council for approval. Foreign investments beyond the negative list will be granted
national treatment. Foreign investors shall not invest in the prohibited fields as specified in the negative
list, and foreign investors who invest in the restricted fields shall comply with the special requirements
on the shareholding, senior management personnel, etc. In the meantime, relevant competent
government departments will formulate a catalog of industries for which foreign investments are
encouraged according to the needs for national economic and social development, to list the specific
industries, fields and regions in which foreign investors are encouraged and guided to invest.

According to the Implementing Rules, the registration of foreign-invested enterprises shall be
handled by the State Administration for Market Regulation, or the SAMR or its authorized local
counterparts. Where a foreign investor invests in an industry or field subject to licensing in accordance
with laws, the relevant competent government department responsible for granting such license shall
review the license application of the foreign investor in accordance with the same conditions and
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procedures applicable to PRC domestic investors unless it is stipulated otherwise by the laws and
administrative regulations, and the competent government department shall not impose discriminatory
requirements on the foreign investor in terms of licensing conditions, application materials, reviewing
steps and deadlines, etc.

Pursuant to the Foreign Investment Law and the Implementing Rules, and the Information
Reporting Measures for Foreign Investment (《外商投資信息報告辦法》) jointly promulgated by the
MOFCOM and the SAMR, which took effect on January 1, 2020, a foreign investment information
reporting system shall be established and foreign investors or foreign-invested enterprises shall report
investment information to competent commerce departments of the government through the enterprise
registration system and the enterprise credit information publicity system, and the administration for
market regulation shall forward the above investment information to the competent commerce
departments in a timely manner.

Foreign Investment Restrictions

The current industry entry clearance requirements governing the foreign investment activities in
the PRC are set out in two categories, namely the Encouraged Industry Catalog for Foreign Investment
(2019 version) (《鼓勵外商投資產業目錄》 （2019年版)）, as promulgated by the NDRC and the
MOFCOM and taking effect on July 30, 2019, and the 2020 Foreign Investment Negative List.
Industries not listed in these two catalogs are generally deemed “permitted” for foreign investments
unless specifically restricted by other PRC laws. According to the 2020 Foreign Investment Negative
List, the industry of value-added telecommunications services we currently operate falls into the
restricted category.

According to the Administrative Regulations on Foreign-Invested Telecommunications
Enterprises (《外商投資電信企業管理規定》), as most recently amended in February 2016, foreign-
invested value-added telecommunications enterprises must be in the form of a sino-foreign equity joint
venture. The regulations limit the ultimate capital contribution percentage by foreign investor(s) in a
foreign-invested value-added telecommunications enterprise to 50% or less and require the primary
foreign investor in a foreign invested value-added telecommunications enterprise to have a good track
record and operational experience in the industry.

In 2006, the predecessor to the Ministry of Industry and Information Technology (the “MIIT”)
issued the Circular of the Ministry of Information Industry on Strengthening the Administration of
Foreign Investment in Value-added Telecommunications Business (《信息產業部關於加強外商投資經
營增值電信業務管理的通知》), according to which a foreign investor in the telecommunications service
industry in the PRC must establish a foreign invested enterprise and apply for a telecommunications
businesses operation license. This circular further requires that: (i) the PRC domestic
telecommunications business enterprises must not lease, transfer or sell a telecommunications
businesses operation license to a foreign investor through any form of transaction or provide resources,
offices and working places, facilities or other assistance to support the illegal telecommunications
services operations of a foreign investor; (ii) value-added telecommunications enterprises or their
shareholders must directly own the domain names and trademarks used by such enterprises in their
daily operations; (iii) each value-added telecommunications enterprise must have the necessary
facilities for its approved business operations and maintain such facilities in the regions covered by its
license; and (iv) all providers of value-added telecommunications services are required to maintain
network and Internet security in accordance with the standards set forth in relevant PRC regulations. If
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a license holder fails to comply with the requirements in the circular and cure such non-compliance,
the MIIT or its local counterparts have the discretion to take measures against such license holder,
including revoking its license for value-added telecommunications business.

In addition, according to the 2020 Foreign Investment Negative List, the industry of making
and operating radio and television programs falls within the prohibited category.

REGULATONS ON VALUE-ADDED TELECOMMUNICATION SERVICES

The PRC Telecommunications Regulations (《中華人民共和國電信條例》) (the
“Telecommunications Regulations”), as most recently amended in February 2016, are the primary
regulations governing telecommunications services. Under the Telecommunications Regulations, a
telecommunications service provider is required to procure operating licenses prior to the
commencement of its operations. The Telecommunications Regulations distinguish “basic
telecommunications services” from “value-added telecommunications services.” Value-added
telecommunications services are defined as telecommunications and information services provided
through public networks. A catalog was issued as an attachment to the Telecommunications
Regulations (《電信業務分類目錄》) to categorize telecommunications services as either basic or
value-added. The current catalog, as most recently updated in June 2019, categorizes online
information services as value-added telecommunications services.

The Administrative Measures on Telecommunications Business Operating Licenses (《電信業
務經營許可管理辦法》), promulgated by the MIIT in 2009 and most recently amended in July 2017, set
forth more specific provisions regarding the types of licenses required to operate value-added
telecommunications services, the qualifications and procedures for obtaining such licenses and the
administration and supervision of such licenses. Under these measures, a commercial operator of
value-added telecommunications services must first obtain a license from the MIIT or its provincial
level counterpart, or else such operator might be subject to sanctions including corrective orders and
warnings from the competent administration authority, fines and confiscation of illegal gains. In case
of serious violations, the operator’s websites may be ordered to be closed.

Internet information service is a type of value-added telecommunications service in the current
catalog attached to the Telecommunications Regulations, as most recently updated in June 2019.
Pursuant to the Administrative Measures on Internet Information Services (《互聯網信息服務管
理辦法》), which was promulgated by the State Council on September 25, 2000, and amended on
January 8, 2011, “Internet information services” refers to the provision of information through the
Internet to online users, and they are categorized into “commercial Internet information services” and
“non-commercial Internet information services”. A commercial Internet information services operator
must obtain a value-added telecommunications services license for Internet information services,
which is known as an ICP License, from the relevant government authorities before engaging in any
commercial Internet information services operations in the PRC. No ICP License is required if the
operator will only provide Internet information on a non-commercial basis. According to the
Administrative Measures on Telecommunications Business Operating Licenses, an ICP License has a
term of five years and can be renewed within 90 days before expiration.

In addition to the Telecommunications Regulations and the other regulations abovementioned,
the provision of commercial Internet information services on mobile Internet applications is regulated
by the Administrative Provisions on Information Services of Mobile Internet Applications (《移動
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互聯網應用程序信息服務管理規定》), which was promulgated by the State Internet Information Office
on June 28, 2016 and took effective on August 1, 2016. The information service providers of mobile
Internet applications are subject to requirements under these provisions, including acquiring the
qualifications required by laws and regulations and being responsible for information security.

Regulations on Advertising

The PRC Government regulates advertising, including online advertising, principally through
the SAMR, formerly known as the State Administration for Industry and Commerce or the SAIC. The
PRC Advertising Law (《中華人民共和國廣告法》), as most recently amended in October, 2018,
outlines the general regulatory framework for the advertising industry. According to the PRC
Advertising Law, advertisers, advertising service providers and advertising publishers are required to
ensure that the contents of the advertisements they prepare or distribute are true and in full compliance
with applicable laws and regulations. For example, advertisements must not contain terms such as “the
state-level”, “the highest grade”, “the best” or such similar wording. In addition, if a special
government review is required for certain categories of advertisements before publication, the
advertisers, advertising operators and advertising distributors are obligated to verify that such a review
has been performed and the relevant approval has been obtained. Pursuant to the PRC Advertising
Law, the use of the Internet to distribute advertisements must not affect the normal use of the Internet
by users. Where Internet information service providers are aware or ought to be aware that illegal
advertisements are being distributed using their services, they must prevent such distribution.

In addition, the Interim Measures for Administration of Internet Advertising (《互聯網廣告管理
暫行辦法》), which was promulgated by the SAIC on July 4, 2016 and took into effect on September 1,
2016, set forth certain compliance requirements for online advertising businesses. Advertising
operators and distributors of Internet advertisement must examine, verify and record identity
information for advertisers such as name, address and contact information, and maintain a verification
record that is updated on a regular basis. Moreover, advertising operators and advertising distributors
must examine supporting documentation provided by advertisers and verify the contents of the
advertisements against supporting documents before publishing them. If the contents of advertisements
are inconsistent with the supporting documents, or the supporting documents are incomplete,
advertising operators and distributors must refrain from providing design, production, agency or
publishing services. These measures also prohibit the following activities: (i) providing or using
applications and hardware to block, filter, skip over, tamper with, or cover up lawful advertisements;
(ii) using network access, network equipment and applications to disrupt the normal transmission of
lawful advertisements or adding or uploading advertisements without authorization; and (iii) harming
the interests of a third party by using fake statistics or traffic data.

Violation of the foregoing laws and regulations may result in penalties, including fines,
confiscation of advertising income, orders to cease dissemination of the advertisements and orders to
publish an advertisement correcting the misleading information. In case of serious violations, the
SAMR or its local branches may force the violator to terminate its advertising operation or may even
revoke its business license. Furthermore, advertisers, advertising operators or advertising distributors
may be subject to civil liability if they infringe on the legal rights and interests of third parties.

REGULATIONS ON RADIO AND TELEVISION PROGRAMS

On August 11, 1997, the State Council promulgated Administrative Regulations on Radio and
Television (《廣播電視管理條例》), which took into effect on September 1, 1997 and were amended
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on December 7, 2013 and March 1, 2017. Units for the production and management of radio and
television programs are established upon the approval of the administrative departments for radio and
television under the people’s governments at or above the provincial level. Only radio stations,
television stations and units for the production and management of radio and television programs can
produce radio and television programs. No radio or television station may broadcast any program
produced by units which are not licensed to produce and manage radio or television programs.

According to the Provisions for the Administration of the Production and Distribution of Radio
and Television Programs (《廣播電視節目製作經營管理規定》) promulgated by the State
Administration of Press, Publication, Radio, Film and Television, which is currently known as the
National Radio and Television Administration, or the SAPPRFT, on July 19, 2004, which took into
effect on August 20, 2004 and was most recently amended on October 31, 2018, any business that
produces or operates radio or television programs must first obtain a television commercials production
business license (i.e. the TCPB License). Entities holding such permits shall conduct their business
within the permitted scope as provided in their permits. Applicants for the TCPB License must satisfy
certain requirements, including, among others, having the radio, television and related professionals
and workplaces that meet the needs of its business scope, and its legal representative having no record
of violations of laws and regulations and the TCPB License of such applicant obtained previously (if
any) having not been revoked before.

REGULATIONS ON ONLINE TRANSMISSION OF AUDIO-VISUAL PROGRAMS

On December 20, 2007, the SAPPRFT and the MIIT jointly promulgated the Administrative
Measures for the Internet Audio-Visual Program Service (《互聯網視聽節目服務管理規定》, or the
Internet AVP Service Measures, which became into effect on January 31, 2008 and was amended on
August 28, 2015. According to the Internet AVP Service Measures, the “Internet audio-visual program
service” is defined as the activity of producing, redacting and integrating audio-visual programs,
providing them to the general public via the Internet, and providing services for other people to upload
and transmit audio-visual programs, and providers of the Internet audio-visual program services are
required to obtain a license for online transmission of audio-visual programs issued by the National
Radio and Television Administration or to complete certain registration procedures with the National
Radio and Television Administration. Providers of Internet audio-visual program services must satisfy
certain requirements including, among others, being either state-owned or state-controlled entities, and
having the necessary technical capability, network resource, and technical personnel. According to the
Internet AVP Service Measures, where an entity provides Internet audio-visual program related
services without permit, it may be subject to warning, ordered to rectify, or imposed a fine of no more
than RMB30,000, etc.

REGULATIONS ON INTERNET INFORMATION SECURITY AND PRIVACY PROTECTION

The PRC Government has enacted laws and regulations with respect to Internet information
security and protection of personal information from any abuse or unauthorized disclosure. Internet
information in the PRC is regulated and restricted from a national security standpoint. The Standing
Committee of the National People’s Congress, or the SCNPC, enacted the Decision on the
Maintenance of Internet Security (《關於維護互聯網安全的決定》) on December 28, 2000, which was
amended on August 27, 2009 and may subject persons to criminal liabilities in the PRC for any attempt
to: (i) gain improper entry into a computer or system of strategic importance; (ii) disseminate
politically disruptive information; (iii) leak state secrets; (iv) spread false commercial information; or
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(v) infringe intellectual property rights. In addition, on December 16, 1997, the Ministry of Public
Security issued the Administration Measures on the Security Protection of Computer Information
Network with International Connections (《計算機信息網絡國際聯網安全保護管理辦法》), which took
into effect on December 30, 1997 and were amended by the State Council on January 8, 2011 and
prohibit using the Internet in ways which, among others, result in a leakage of state secrets or a spread
of socially destabilizing content. The Ministry of Public Security has supervision and inspection
powers in this regard, and relevant local security bureaus may also have jurisdiction. If an Internet
information service provider violates any of these measures, competent authorities may revoke its
operating license and shut down its websites.

The PRC Network Security Law (《中華人民共和國網絡安全法》), which was promulgated in
November 2016 and took into effect on June 1, 2017, requires a network operator, including Internet
information services providers among others, to adopt technical measures and other necessary
measures in accordance with applicable laws and regulations as well as compulsory national and
industrial standards to safeguard the safety and stability of network operations, effectively respond to
network security incidents, prevent illegal and criminal activities, and maintain the integrity,
confidentiality and availability of network data. The PRC Network Security Law emphasizes that any
individuals and organizations that use networks must not endanger network security or use networks to
engage in unlawful activities such as those endangering national security, economic order and the
social order or infringing the reputation, privacy, intellectual property rights and other lawful rights and
interests of others. The PRC Network Security Law has also reaffirmed certain basic principles and
requirements on personal information protection previously specified in other existing laws and
regulations, including those described above. Any violation of the provisions and requirements under
the PRC Network Security Law may subject an Internet service provider to warnings, fines,
confiscation of illegal gains, revocation of licenses, cancelation of filings, closedown of websites or
even criminal liabilities.

On December 13, 2005, the Ministry of Public Security issued the Regulations on
Technological Measures for Internet Security Protection (《互聯網安全保護技術措施規定》) (the
“Internet Protection Measures”) which took into effect on March 1, 2006. The Internet Protection
Measures require Internet service providers to take proper measures including anti-virus, data back-up
and other related measures, and to keep records of certain information about their users (including user
registration information, log-in and log-out time, IP address, content and time of posts by users) for at
least 60 days, discover and detect illegal information, stop transmission of such information, and keep
relevant records. Internet services providers are prohibited from unauthorized disclosure of users’
information to any third parties unless such disclosure is required by the laws and regulations. They are
further required to establish management systems and take technological measures to safeguard the
freedom and secrecy of the users’ correspondences.

Under the Several Provisions on Regulating the Market Order of Internet Information Services
(《規範互聯網信息服務市場秩序若干規定》), which was issued by the MIIT in December 29, 2011 and
took into effect in March, 2012, an Internet information service provider may not collect any personal
information on a user or provide any such information to third parties without the user’s consent. It
must expressly inform the user of the method, content and purpose of the collection and processing of
such user’s personal information and may only collect information to the extent necessary to provide
its services. An Internet information service provider is also required to properly maintain users’
personal information, and in case of any leak or likely leak of such information, it must take immediate
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remedial measures and, in the event of a serious leak, report to the telecommunications regulatory
authority immediately.

Pursuant to the Decision on Strengthening the Protection of Online Information (《關於加強網
絡信息保護的決定》), which was issued by the SCNPC, and took into effect in December, 2012, and
the Order for the Protection of Telecommunication and Internet User Personal Information (《電信和互
聯網用戶個人信息保護規定》), which was issued by the MIIT in 2013, any collection and use of a
user’s personal information must be subject to the consent of the user, be legal, rational and necessary
and be limited to specified purposes, methods and scopes. An Internet information service provider
must also keep such information strictly confidential, and is further prohibited from divulging,
tampering or destroying any such information, or selling or providing such information to other parties.
An Internet information service provider is required to take technical and other measures to prevent the
collected personal information from any unauthorized disclosure, damage or loss. Any violation of
these laws and regulations may subject the Internet information service provider to warnings, fines,
confiscation of illegal gains, revocation of licenses, cancelation of filings, closedown of websites or
even criminal liabilities.

Pursuant to the Notice of the Supreme People’s Court, the Supreme People’s Procuratorate and
the Ministry of Public Security on Legally Punishing Criminal Activities Infringing upon the Personal
Information of Citizens (《最高人民法院、最高人民檢察院、公安部關於依法懲處侵害公民個人信息犯
罪活動的通知》) issued in 2013, and the Interpretation of the Supreme People’s Court and the Supreme
People’s Procuratorate on Several Issues regarding Legal Application in Criminal Cases Infringing
upon the Personal Information of Citizens (《最高人民法院、最高人民檢察院關於辦理侵犯公民個人信
息刑事案件適用法律若干問題的解釋》), which was issued on May 8, 2017 and took into effect on
June 1, 2017, the following activities may constitute the crime of infringing upon a citizen’s personal
information: (i) providing a citizen’s personal information to specified persons or releasing a citizen’s
personal information online or through other methods in violation of relevant national provisions;
(ii) providing legitimately collected information relating to a citizen to others without such citizen’s
consent (unless the information is processed, not traceable to a specific person and not recoverable);
(iii) collecting a citizen’s personal information in violation of applicable rules and regulations when
performing a duty or providing services; or (iv) collecting a citizen’s personal information by
purchasing, accepting or exchanging such information in violation of applicable rules and regulations.
In addition, according to the Interpretations of the Supreme People’s Court and the Supreme People’s
Procuratorate on Several Issues concerning the Application of the Law in Handling Criminal Cases
Involving Crimes of Illegally Using the Information Network or Providing Aid for Criminal Activities
regarding Information Network (《最高人民法院、最高人民檢察院關於辦理非法利用信息網絡、幫助信
息網絡犯罪活動等刑事案件適用法律若干問題的解釋》) issued on October 21, 2019 and taking effect on
November 1, 2019, a violator refusing to perform the obligation of safety management for the
information network, causing the disclosure of user information, and falling under one of the following
circumstances shall be deemed “causing serious consequences” as prescribed under the PRC Criminal
Law: (i) causing the disclosure of not less than 500 pieces of location information, communication
content, credit information, and property information; (ii) causing the disclosure of not less than 5,000
pieces of accommodation information, communication records, health and physiological information,
transaction information and other user information that may affect personal or property safety;
(iii) causing the disclosure of not less than 50,000 pieces of user information other than the information
set forth in items (i) and (ii); (iv) causing the disclosure of user information which quantity does not
meet the standards set forth in items (i), (ii) and (iii), but meets the relevant quantity standards after
conversion at the corresponding proportion in aggregate; (v) causing deaths, serious injuries, mental
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disorders or kidnapping of others, or other serious consequences; (vi) causing material economic
losses; (vii) seriously disturbing the social order; or (viii) causing other serious consequences.

On November 28, 2019, the Secretary Bureau of the Cyberspace Administration of China, the
General Office of the MIIT, the General Office of the Ministry of Public Security and the General
Office of the SAMR jointly issued the Measures for Determining the Illegal Collection and Use of
Personal Information through Apps (《App違法違規收集使用個人信息行為認定方法》), which aims to
provide reference for supervision and administration departments and provide guidance for app
operators’ self-examination and self-correction and social supervision by netizens, and further
elaborates the forms of behavior constituting illegal collection and use of the personal information
through apps including: (i) failing to publish the rules on the collection and use of personal
information; (ii) failing to explicitly explain the purposes, methods and scope of the collection and use
of personal information; (iii) collecting and using personal information without the users’ consent;
(iv) collecting personal information unrelated to the services it provides and beyond necessary
principle; (v) providing personal information to others without the users’ consent; and (vi) failing to
provide the function of deleting or correcting the personal information according to the laws or failing
to publish information such as ways of filing complaints and reports.

Furthermore, on December 15, 2019, the Cyberspace Administration of China promulgated the
Provisions on Ecological Governance of Network Information Content (《網絡信息內容生態治理規
定》), or the Network Ecological Governance Provisions, which took effect on March 1, 2020. The
Network Ecological Governance Provisions provide the requirements for the content producers of the
network information, the service platforms for the network information and the users of the network
information. Among others, the Network Ecological Governance Provisions classify the network
information into the “encouraged category”, the “prohibited category” and the “prevented and resisted
category”. The content producers of network information are encouraged to produce, copy and publish
network information in the encouraged category, prohibited from producing, copying or publishing
network information in the prohibited category, and shall take measures to prevent and resist the
production, reproduction and publication of undesirable information in the prevented and resisted
category. In addition, the service platforms for the network information shall strengthen the
management of information content, and upon discovery of any prohibited information or prevented
and resisted information, shall immediately take measures in accordance with the laws, keep the
relevant records, and report the same to the competent governmental authorities. A service platform for
network information shall compile an annual report on the ecological governance of network
information, which contains information on the ecological governance of network information, the
performance of the person in charge of ecological governance of network information and social
evaluation, etc.

REGULATION ON INTELLECTUAL PROPERTY RIGHTS

Copyright and Software Products

On September 7, 1990, the NPC promulgated Copyright Law of the PRC (《中華人民共和國著
作權法》) (the “Copyright Law”), which took into effect on June 1, 1991, and amended on
October 27, 2001 and February 26, 2010, respectively. The Copyright Law provides that Chinese
citizens, legal persons, or other organizations shall, whether published or not, enjoy copyright in their
works, which include, among others, works of literature, art, natural science, social science,
engineering technology and computer software. In addition, Internet activities, products disseminated
over the Internet and software products also enjoys copyright. There is a voluntary registration system
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administered by the PRC Copyright Protection Center. In order to further implement the Computer
Software Protection Regulations (《計算機軟件保護條例》) promulgated by the State Council on
December 20, 2001, and most recently amended on January 30, 2013 and taking into effect on
March 1, 2013, the State Copyright Bureau issued the Computer Software Copyright Registration
Procedures (《計算機軟件著作權登記辦法》) on February 20, 2002, which applies to software
copyright registration, license contract registration and transfer contract registration. The National
Copyright Administration of the PRC shall be the competent authority for the nationwide
administration of software copyright registration and the Copyright Protection Center of China (the
“CPCC”), is designated as the software registration authority. The CPCC shall grant registration
certificates to the Computer Software Copyrights applicants which conforms to the provisions of both
the Computer Software Copyright Registration Procedures and the Computer Software Protection
Regulations (Revised in 2013).

Trademarks

Trademarks are protected by the PRC Trademark Law (《中華人民共和國商標法》)
promulgated by the National People’s Congress, or the NPC, on August 23, 1982 and most recently
amended on April 23, 2019 as well as the Implementation Regulation of the PRC Trademark Law (《
中華人民共和國商標法實施條例》) promulgated by the State Council on August 3, 2002 and amended
on April 29, 2014. The Trademark Office handles trademark registrations and grants a term of ten
years to registered trademarks and another ten years if requested upon expiry of the first or any
renewed ten-year term. Trademark registrant may license its registered trademark to another party by
entering into a trademark license agreement. Trademark license agreements must be filed with the
Trademark Office to be recorded. The licensor shall supervise the quality of the commodities on which
the trademark is used, and the licensee shall guarantee the quality of such commodities. The PRC
Trademark Law has adopted a “first-to-file” principle with respect to trademark registration. Where a
trademark for which a registration has been made is identical or similar to another trademark which has
already been registered or been subject to a preliminary examination and approval for use on the same
kind of or similar commodities or services, the application for registration of such trademark may be
rejected. Any person applying for the registration of a trademark may not prejudice the existing right
first obtained by others, nor may any person register in advance a trademark that has already been used
by another party and has already gained a “sufficient degree of reputation” through such party’s use.

Domain Names

Internet domain name registration and related matters are primarily regulated by the Measures
on Administration of Domain Names for the Chinese Internet (《中國互聯網絡域名管理辦法》),
promulgated by MIIT on November 5, 2004 and taking into effect on December 20, 2004 which was
superseded by the Measures on Administration of Internet Domain Names (《互聯網域名管理辦法》)
promulgated by MIIT on August 24, 2017 and taking into effect on November 1, 2017, and the
Implementation Rules on Registration of National Top Level Domain Names (《國家頂級域名註冊實施
細則》) promulgated by China Internet Network Information Center and taking into effect on June 18,
2019. Domain name owners are required to register their domain names and the MIIT is in charge of
the administration of PRC Internet domain names. The domain name services follow a “first come,
first file” principle. Applicants for registration of domain names shall provide their true, accurate and
complete information of such domain names to and enter into registration agreements with domain
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name registration service institutions. The applicants will become the holders of such domain names
upon the completion of the registration procedure.

Patents

According to the Patent Law of the PRC (Revised in 2008) (《中華人民共和國專利法（2008年
修訂）》) promulgated by the SCNPC, on December 27, 2008 and taking into effect on October 1,
2009, and its Implementation Rules (Revised in 2010) (《中華人民共和國專利法實施細則（2010年修訂
）》) promulgated by the State Council on January 9, 2010 and taking into effect on February 1, 2010,
the State Intellectual Property Office of the PRC is responsible for administering patents in the PRC.
The patent administration departments of provincial or autonomous regions or municipal governments
are responsible for administering patents within their respective jurisdictions. The Patent Law of the
PRC and its implementation rules provide for three types of patents, “invention”, “utility model” and
“design.” Invention patents are valid for twenty years, while design patents and utility model patents
are valid for ten years, from the date of application. The PRC patent system adopts a “first come, first
file” principle, which means that where more than one person files a patent application for the same
invention, a patent will be granted to the person who files the application first. To be patentable,
invention or utility models must meet three criteria: novelty, inventiveness and practicability. A third
party player must obtain consent or a proper license from the patent owner to use the patent.
Otherwise, the use constitutes an infringement of the patent rights.

REGULATIONS ON EMPLOYMENT

Pursuant to the PRC Labor Law (《中華人民共和國勞動法》) promulgated by the SCNPC, on
July 5, 1994, taking into effect on January 1, 1995 and was most recently amended on December 29,
2018, the PRC Labor Contract Law (《中華人民共和國勞動合同法》) promulgated by the SCNPC, on
June 29, 2007, taking into effect on January 1, 2008 and amended on December 28, 2012, and the
Implementing Regulations of the PRC Labor Contract Law (《中華人民共和國勞動合同法實施條例》)
promulgated by the State Council and taking into effect on September 18, 2008, labor relationships
between employers and employees must be executed in written form. Wages may not be lower than the
local minimum wage. Employers must establish a system for labor safety and sanitation, strictly abide
by state standards and provide relevant education to its employees. Employees are also required to
work in safe and sanitary conditions.

Under PRC laws, rules and regulations, including the PRC Social Insurance Law (《中華人民共
和國社會保險法》) promulgated by the State Council on October 28, 2010, taking into effect on July 1,
2011 and amended on December 29, 2018, the Interim Regulations on the Collection and Payment of
Social Security Funds (《社會保險費徵繳暫行條例》) promulgated by the State Council, taking into
effect on January 22, 1999 and amended on March 24, 2019, and the Regulations on the
Administration of Housing Provident Fund (《住房公積金管理條例》) promulgated by the State
Council, taking into effect on April 3, 1999, and amended on March 24, 2002 and March 24, 2019,
employers are required to contribute, on behalf of their employees, to a number of social security
funds, including funds for basic pension insurance, unemployment insurance, basic medical insurance,
occupational injury insurance, maternity leave insurance and housing accumulation funds. These
payments are made to local administrative authorities and any employer who fails to contribute may be
fined and ordered to pay the deficit amount.
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REGULATIONS ON FOREIGN EXCHANGE

Regulation on Foreign Currency Exchange

The principal regulations governing foreign currency exchange in the PRC are the Foreign
Exchange Administration Regulations (《外匯管理條例》), most recently amended in 2008. Under
PRC foreign exchange regulations, payments of current account items, such as profit distributions,
interest payments and trade and service-related foreign exchange transactions, can be made in foreign
currencies without prior approval from the State Administration of Foreign Exchange, or SAFE, by
complying with certain procedural requirements. By contrast, approval from or registration with
appropriate government authorities is required where Renminbi is to be converted into foreign
currency and remitted out of the PRC to pay capital account items, such as direct investments,
repayment of foreign currency-denominated loans, repatriation of investments and investments in
securities outside of the PRC.

In 2012, SAFE promulgated the Circular of Further Improving and Adjusting Foreign
Exchange Administration Policies on Foreign Direct Investment (《關於進一步改進和調整直接投資外
匯管理政策的通知》), or Circular 59, which substantially amends and simplifies the current foreign
exchange procedure. Pursuant to Circular 59, the opening of various special purpose foreign exchange
accounts, such as pre-establishment expenses accounts, foreign exchange capital accounts and
guarantee accounts, the reinvestment of RMB proceeds derived by foreign investors in the PRC, and
remittance of foreign exchange profits and dividends by a foreign-invested enterprise to its foreign
shareholders no longer require the approval or verification of SAFE, and multiple capital accounts for
the same entity may be opened in different provinces, which was not possible previously. In 2013,
SAFE specified that the administration by SAFE or its local branches over direct investment by foreign
investors in the PRC must be conducted by way of registration and banks must process foreign
exchange business relating to the direct investment in the PRC based on the registration information
provided by SAFE and its branches. In February 2015, SAFE promulgated the Notice on Further
Simplifying and Improving the Administration of the Foreign Exchange Concerning Direct Investment
(《關於進一步簡化和改進直接投資外匯管理政策的通知》), or SAFE Notice 13. Instead of applying for
approvals regarding foreign exchange registrations of foreign direct investment and overseas direct
investment from SAFE, entities and individuals may apply for such foreign exchange registrations
from qualified banks. The qualified banks, under the supervision of SAFE, may directly review the
applications and conduct the registration.

In March 2015, SAFE promulgated the Circular of the SAFE on Reforming the Management
Approach regarding the Settlement of Foreign Capital of Foreign-invested Enterprise (《國家外匯管理
局關於改革外商投資企業外匯資本金結匯管理方式的通知》), or Circular 19, which expands a pilot
reform of the administration of the settlement of the foreign exchange capitals of foreign-invested
enterprises nationwide. Circular 19 replaced both the Circular of the SAFE on Issues Relating to the
Improvement of Business Operations with Respect to the Administration of Foreign Exchange Capital
Payment and Settlement of Foreign-invested Enterprises (《國家外匯管理局關於完善外商投資企業外匯
資本金支付結匯管理有關業務操作問題的通知》), or Circular 142, and the Circular of the SAFE on
Issues concerning the Pilot Reform of the Administrative Approach Regarding the Settlement of the
Foreign Exchange Capitals of Foreign-invested Enterprises in Certain Areas (《國家外匯管理局關於在
部分地區開展外商投資企業外匯資本金結匯管理方式改革試點有關問題的通知》), or Circular 36.
Circular 19 allows all foreign-invested enterprises established in the PRC to settle their foreign
exchange capital on a discretionary basis according to the actual needs of their business operation,
provides the procedures for foreign invested companies to use Renminbi converted from foreign
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currency-denominated capital for equity investments and removes certain other restrictions that had
been provided in Circular 142. However, Circular 19 continues to prohibit foreign-invested enterprises
from, among other things, using RMB funds converted from their foreign exchange capital for
expenditure beyond their business scope and providing entrusted loans or repaying loans between
non-financial enterprises. SAFE promulgated the Notice of the SAFE on Reforming and Standardizing
the Foreign Exchange Settlement Management Policy of Capital Account (《國家外匯管理局關於改革
和規範資本項目結匯管理政策的通知》), or Circular 16, effective in June 2016, which reiterates some of
the rules set forth in Circular 19. Circular 16 provides that discretionary foreign exchange settlement
applies to foreign exchange capital, foreign debt offering proceeds and remitted foreign listing
proceeds, and the corresponding RMB capital converted from foreign exchange may be used to extend
loans to related parties or repay inter-company loans (including advances by third parties). However,
there are substantial uncertainties with respect to Circular 16’s interpretation and implementation in
practice. Circular 19 or Circular 16 may delay or limit us from using the proceeds of offshore offerings
to make additional capital contributions to our PRC subsidiaries and any violations of these circulars
could result in severe monetary or other penalties.

In January 2017, SAFE promulgated the Circular on Further Improving Reform of Foreign
Exchange Administration and Optimizing Genuineness and Compliance Verification (《關於進一步推
進外匯管理改革完善真實合規性審核的通知》), or Circular 3, which stipulates several capital control
measures with respect to the outbound remittance of profits from domestic entities to offshore entities,
including (i) banks must check whether the transaction is genuine by reviewing board resolutions
regarding profit distribution, original copies of tax filing records and audited financial statements, and
(ii) domestic entities must retain income to account for previous years’ losses before remitting any
profits. Moreover, pursuant to Circular 3, domestic entities must explain in detail the sources of capital
and how the capital will be used, and provide board resolutions, contracts and other proof as a part of
the registration procedure for outbound investment.

On October 23, 2019, SAFE promulgated the Notice of the State Administration of Foreign
Exchange on Further Promoting the Facilitation of Cross-border Trade and Investment (《國家外匯管
理局關於進一步促進跨境貿易投資便利化的通知》), or SAFE Notice 28, which permits non-investment
foreign-invested enterprises to use their capital funds to make equity investments in China, with
genuine investment projects and in compliance with effective foreign investment restrictions and other
applicable laws. However, as the SAFE Notice 28 was newly issued, there are still substantial
uncertainties as to its interpretation and implementations in practice.

Regulations on Foreign Exchange Registration of Overseas Investment by PRC Residents

In 2014, SAFE issued the SAFE Circular on Relevant Issues Relating to Domestic Resident’s
Investment and Financing and Roundtrip Investment through Special Purpose Vehicles (《國家外匯管
理局關於境內居民通過特殊目的公司境外投融資及返程投資外匯管理有關問題的通知》), or SAFE
Circular 37, replacing the SAFE Circular on Issues Concerning the Regulation of Foreign Exchange in
Equity Finance and Return Investments by Domestic Residents through Offshore Special Purpose
Vehicles (《國家外匯管理局關於境內居民通過境外特殊目的公司融資及返程投資外匯管理有關問題的通
知》), or SAFE Circular 75. SAFE Circular 37 regulates foreign exchange matters in relation to the use
of special purpose vehicles by PRC residents or entities to seek offshore investment and financing or
conduct round trip investment in the PRC. Under SAFE Circular 37, a “special purpose vehicle” refers
to an offshore entity established or controlled, directly or indirectly, by PRC residents or entities for the
purpose of seeking offshore financing or making offshore investment, using legitimate onshore or

119



REGULATORY OVERVIEW

offshore assets or interests, while “round trip investment” refers to direct investment in the PRC by
PRC residents or entities through special purpose vehicles, namely, establishing foreign-invested
enterprises to obtain ownership, control rights and management rights. SAFE Circular 37 provides that,
before making a contribution into a special purpose vehicle, PRC residents or entities are required to
complete foreign exchange registration with SAFE or its local branch.

In 2015, SAFE promulgated the Notice on Further Simplifying and Improving the
Administration of the Foreign Exchange Concerning Direct Investment (《關於進一步簡化和改進直接
投資外匯管理政策的通知》). This notice has amended SAFE Circular 37 by requiring PRC residents or
entities to register with qualified banks rather than SAFE or its local branch in connection with their
establishment or control of an offshore entity established for the purpose of overseas investment or
financing. PRC residents or entities who had contributed legitimate onshore or offshore interests or
assets to special purpose vehicles but had not registered as required before the implementation of the
SAFE Circular 37 must register their ownership interests or control in the special purpose vehicles with
qualified banks. An amendment to the registration is required if there is a material change with respect
to the special purpose vehicle registered, such as any change of basic information (including change of
the PRC residents, name and operation term), increases or decreases in investment amount, transfers or
exchanges of shares, and mergers or divisions. Failure to comply with the registration procedures set
forth in SAFE Circular 37 and the subsequent notice, or making misrepresentations or failing to
disclose the control of the foreign-invested enterprise that is established through round-trip investment,
may result in restrictions being imposed on the foreign exchange activities of the relevant foreign-
invested enterprise, including payment of dividends and other distributions, such as proceeds from any
reduction in capital, share transfer or liquidation, to its offshore parent or affiliate, and the capital
inflow from the offshore parent, and may also subject relevant PRC residents or entities to penalties
under PRC foreign exchange administration regulations.

Regulations on Stock Incentive Plans

SAFE promulgated the Circular of the SAFE on Issues concerning the Administration of
Foreign Exchange Used for Domestic Individuals’ Participation in Equity Incentive Plans of
Companies Listed Overseas (《國家外匯管理局關於境內個人參與境外上市公司股權激勵計劃外匯管理
有關問題的通知》) (the “Stock Option Rules”) in February 2012, replacing the previous rules issued
by SAFE in March 2007. Under the Stock Option Rules and other relevant rules and regulations, PRC
residents who participate in a stock incentive plan in an overseas publicly listed company are required
to register with SAFE or its local branches and complete certain other procedures. Participants in a
stock incentive plan who are PRC residents must retain a qualified PRC agent, which could be a PRC
subsidiary of the overseas publicly listed company or another qualified institution selected by the PRC
subsidiary, to conduct the SAFE registration and other procedures with respect to the stock incentive
plan on behalf of the participants. In addition, the PRC agent is required to amend the SAFE
registration with respect to the stock incentive plan if there is any material change to the stock
incentive plan or the PRC agent or any other material changes. The PRC agent must apply to SAFE or
its local branches on behalf of the PRC residents who have the right to exercise the employee share
options for an annual quota for the payment of foreign currencies in connection with the PRC
residents’ exercise of the employee share options. The foreign exchange proceeds received by the PRC
residents from the sale of shares under the stock incentive plans granted and dividends distributed by
the overseas listed companies must be remitted into the bank accounts in the PRC opened by the PRC
agents before distribution to such PRC residents.
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Regulations on Dividend Distribution

The principal laws, rules and regulations governing dividends distribution by companies in the
PRC are the PRC Company Law, which applies to both PRC domestic companies and foreign-invested
companies, and the Foreign Investment Law and the Implementing Rules, which apply to foreign-
invested companies. Under these laws, regulations and rules, both domestic companies and foreign-
invested companies in the PRC are required to set aside as general reserves at least 10% of their after-
tax profit, until the cumulative amount of their reserves reaches 50% of their registered capital. PRC
companies are not permitted to distribute any profits until any losses from prior fiscal years have been
offset. Profits retained from prior fiscal years may be distributed together with distributable profits
from the current fiscal year.

REGULATIONS ON TAXATION

Enterprise Income Tax

Pursuant to the PRC Enterprise Income Tax Law (《中華人民共和國企業所得稅法》) (the “EIT
Law”) promulgated by the NPC, on March 16, 2007, which took into effect on January 1, 2008 and
amended on February 24, 2017 and December 29, 2018, and its implementing rules, enterprises are
classified into resident enterprises and non-resident enterprises. PRC resident enterprises typically pay
an EIT at the rate of 25% while non-PRC resident enterprises without any branches in the PRC should
pay an EIT in connection with their income from the PRC at the tax rate of 10%. The Notice Regarding
the Determination of Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident
Enterprises on the Basis of De Facto Management Bodies (《關於境外註冊中資控股企業依據實際管理
機構標準認定為居民企業有關問題的通知》) promulgated by the SAT on April 22, 2009, taking into
effect on January 1, 2008, and most recently amended on December 29, 2017, sets out the standards
and procedures for determining whether the “de facto management body” of an enterprise registered
outside of mainland China and controlled by mainland Chinese enterprises or mainland Chinese
enterprise groups is located within mainland China. On July 27, 2011, the SAT issued a trial version of
the Administrative Measures for Enterprise Income Tax of Chinese-Controlled Offshore Incorporated
Resident Enterprises (《境外註冊中資控股居民企業所得稅管理辦法 (試行)》), which took into effect on
September 1, 2011 and was most recently amended in June 2018, to clarify certain issues in the areas
of resident status determination, post-determination administration and competent tax authorities’
procedures. The EIT Law and the implementation rules provide that an income tax rate of 10% will
normally be applicable to dividends payable to investors that are “non-resident enterprises,” and gains
derived by such investors, which (a) do not have an establishment or place of business in the PRC or
(b) have an establishment or place of business in the PRC, but the relevant income is not effectively
connected with the establishment or place of business to the extent such dividends and gains are
derived from sources within the PRC. Such income tax on the dividends may be reduced pursuant to a
tax treaty between the PRC and other jurisdictions. Pursuant to the Arrangement Between the
Mainland of China and the Hong Kong Special Administrative Region for the Avoidance of Double
Taxation and Tax Evasion on Income (《內地和香港特別行政區關於對所得避免雙重徵稅和防止偷漏稅
的安排》) (the “Double Tax Avoidance Arrangement”) promulgated by the SAT on August 21,
2006, and other applicable PRC laws, if a Hong Kong resident enterprise is the beneficial owner of the
dividends and is determined by the competent PRC tax authority to have satisfied the relevant
conditions and requirements under such Double Tax Avoidance Arrangement and other applicable
laws, the 10% withholding tax on the dividends the Hong Kong resident enterprise receives from a
PRC resident enterprise may be reduced to 5% upon receiving approval from in-charge tax authority.
However, based on the Notice on Certain Issues with Respect to the Enforcement of Dividend
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Provisions in Tax Treaties (《關於執行稅收協定股息條款有關問題的通知》) promulgated by the SAT
and taking into effect on February 20, 2009, if the relevant PRC tax authorities determine, in their
discretion, that a company benefits from such reduced income tax rate due to a structure or
arrangement that is primarily tax-driven, such PRC tax authorities may adjust the preferential tax
treatment. The SAT promulgated the Notice on Issues Concerning “Beneficial Owners” in Tax Treaties
(《國家稅務總局關於稅收協定中“受益所有人”有關問題的公告》) in February 2018, which became
effective from April 2018, which provided that in determining whether a non-resident enterprise has
the status as a beneficial owner, comprehensive analysis shall be conducted based on the factors listed
therein and the actual circumstances of the specific case shall be taken into consideration. According to
the EIT Law, the EIT tax rate of a high and new technology enterprise needing national special support
is 15%. Pursuant to the Administrative Measures for the Recognition of High and New Technology
Enterprises (《高新技術企業認定管理辦法》) promulgated by the Ministry of Science and Technology,
the Ministry of Finance and the SAT on January 29, 2016 and taking into effect on January 1, 2016, the
Certificate of a High and New Technology Enterprise is valid for three years.

Value-added Tax and Business Tax

According to the Provisional Regulations on Value-added Tax (《增值稅暫行條例》)
promulgated by the State Council on December 13, 1993 and amended on November 10, 2008,
January 8, 2011, February 6, 2016, and November 19, 2017, and the Implementing Rules of the
Provisional Regulations on Value-added Tax (《增值稅暫行條例實施細則》) promulgated by the
Ministry of Finance on December 25, 1993 and amended on February 22, 1995, December 15, 2008
and October 28, 2011, all taxpayers selling goods, providing processing, repairing or replacement
services or importing goods within the PRC shall pay value-added tax (the “VAT”). On April 4, 2018,
the Ministry of Finance and the SAT issued the Circular on Adjustment of VAT Rates (《關於調整增值
稅稅率的通知》), which took into effect on May 1, 2018. According to the abovementioned circular,
the taxable goods previously subject to VAT rates of 17% and 11% respectively became subject to
lower VAT rates of 16% and 10% respectively starting from May 1, 2018. Furthermore, according to
the Announcement on Relevant Policies for Deepening VAT Reform (《關於深化增值稅改革有關政策
的公告》) jointly promulgated by the Ministry of Finance, the SAT and the General Administration of
Customs, which took into effect on April 1, 2019, the taxable goods previously subject to VAT rates of
16% and 10% respectively became subject to lower VAT rates of 13% and 9% respectively starting
from April 1, 2019.

Since January 1, 2012, the Ministry of Finance and the SAT have implemented the Pilot Plan
for Imposition of Value-added Tax to Replace Business Tax (《營業稅改徵增值稅試點方案》) (the
“VAT Pilot Plan”), which imposes VAT in lieu of business tax for certain “modern service industries”
in certain regions and eventually expanded to nation-wide application in 2013. According to the
implementation circulars released by the Ministry of Finance and the SAT on the VAT Pilot Plan, the
“modern service industries” include research, development and technology services, information
technology services, cultural innovation services, logistics support, lease of corporeal properties,
attestation and consulting services. According to the Notice of the Ministry of Finance and the SAT on
Implementing the Pilot Program of Replacing Business Tax with Value-added Tax in an All-round
Manner (《財政部、國家稅務總局關於全面推開營業稅改徵增值稅試點的通知》) promulgated by the
Ministry of Finance and the SAT and taking into effect on May 1, 2016, entities and individuals
engaging in the sale of services, intangible assets or fixed assets within the territory of the PRC are
required to pay VAT instead of business tax.
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REGULATIONS ON ANTI-MONOPOLY

The PRC Anti-monopoly Law (《中華人民共和國反壟斷法》), which took effect on August 1,
2008, prohibits monopolistic conduct, such as entering into monopoly agreements, abuse of dominant
market position and concentration of undertakings that have the effect of eliminating or restricting
competition.

Monopoly Agreement

Competing business operators may not enter into monopoly agreements that eliminate or
restrict competition, such as by boycotting transactions, fixing or changing the price of commodities,
limiting the output of commodities, fixing the price of commodities for resale to third parties, among
others, unless the agreement will satisfy the exemptions under the Anti-monopoly Law, such as
improving technologies, increasing the efficiency and competitiveness of small and medium-sized
undertakings, or safeguarding legitimate interests in cross-border trade and economic cooperation with
foreign counterparts. Sanctions for violations include an order to cease the relevant activities, and
confiscation of illegal gains and fines (from 1% to 10% of sales revenue from the previous year, or
RMB500,000 if the intended monopoly agreement has not been performed).

On June 26, 2019, the SAMR further issued the Interim Provisions on the Prohibitions of
Monopoly Agreements (《禁止壟斷協議暫行規定》) which took effect on September 1, 2019 and
supersedes certain anti-monopoly rules and regulations previously issued by the SAIC.

Abuse of Dominant Market Position

A business operator with a dominant market position may not abuse its dominant market
position to conduct acts, such as selling commodities at unfairly high prices or buying commodities at
unfairly low prices, selling products at prices below cost without any justifiable cause, and refusing to
trade with a trading party without any justifiable cause. Sanctions for violation of the prohibition on the
abuse of dominant market position include an order to cease the relevant activities, confiscation of the
illegal gains and fines (from 1% to 10% of sales revenue from the previous year).

On June 26, 2019, the SAMR issued the Interim Provisions on the Prohibitions of Acts of
Abuse of Dominant Market Positions (《禁止濫用市場支配地位行為暫行規定》) which took effect on
September 1, 2019 to further prevent and prohibit the abuse of dominant market positions.

Concentration of Undertakings

Where a concentration of undertakings reaches the declaration threshold stipulated by the State
Council, a declaration must be approved by the anti-monopoly authority before the parties implement
the concentration. Concentration refers to (1) a merger of undertakings; (2) acquiring control over
other undertakings by acquiring equities or assets; or (3) acquisition of control over, or the possibility
of exercising decisive influence on, an undertaking by contract or by any other means. If business
operators fail to comply with the mandatory declaration requirement, the anti-monopoly authority is
empowered to terminate and/or unwind the transaction, dispose of relevant assets, shares or businesses
within certain periods and impose fines of up to RMB500,000.

On November 10, 2020, the SAMR promulgated the Anti-monopoly Guidelines for Platform
Economy for public review and comments (《關於平台經濟領域的反壟斷指南》(徵求意見稿)) , or the
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Anti-monopoly Guidelines, aiming to provide guidelines for supervising and prohibiting the
monopolistic conducts in connection with the Internet platform business operations and further
elaborate on the factors for recognizing such monopolistic conducts in the Internet platform industry.
In particular, pursuant to the Anti-monopoly Guidelines, the methods of an Internet platform
collecting, using the privacy information of the Internet users may also be one of the factors to be
considered for analyzing and recognizing the monopolistic conducts in the Internet platform industry.
For example, whether the relevant business operator compulsorily collects user information may be
considered to analyze whether there is a bundled sale or additional unreasonable trading condition,
which is one of the behaviors constituting the abuse of dominant market position. In addition, the
factors including, among other thing, based on the big data and algorithms, whether differentiated
transaction prices or other transaction conditions are implemented for consumers with different
payment ability, consumption preferences and usage habits, may be used to analyze whether there is a
differentiated treatment, which is also one of the behaviors constituting abuse of dominant market
position. However, as the timeline and the content of enacted version of the Anti-monopoly Guidelines
is still uncertain, there are still substantial uncertainties as to its interpretation and implementations in
practice in the near future.

REGULATIONS ON M&A AND OVERSEAS LISTINGS

On August 8, 2006, six PRC regulatory agencies, including the MOFCOM, the State-owned
Assets Supervision and Administration Commission of the State Council, the SAT, the SAMR, the
CSRC and the SAFE, issued the Regulations on Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors (《關於外國投資者併購境內企業的規定》) (the “M&A Rules”), which took into
effect on September 8, 2006 and was amended on June 22, 2009. Foreign investors shall comply with
the M&A Rules when they purchase equity interests of a domestic company or subscribe the increased
capital of a domestic company, and thus changing the nature of the domestic company into a foreign-
invested enterprise; or when the foreign investors establish a foreign-invested enterprise in the PRC,
purchase the assets of a domestic company and operate the assets; or when the foreign investors
purchase the asset of a domestic company, establish a foreign-invested enterprise by injecting such
assets and operating the assets. The M&A Rules purport, among other things, to require offshore
special purpose vehicles formed for overseas listing purposes through acquisitions of PRC domestic
companies and controlled by PRC companies or individuals, to obtain the approval of CSRC prior to
publicly listing their securities on an overseas stock exchange.
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