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This section summarizes the principal PRC laws and regulations relevant to our business and
operations.

Regulations on Value-Added Telecommunications Services

On September 25, 2000, the State Council promulgated the Telecommunications Regulations, or the
Telecom Regulations ( <# AN RILFIEHEFHA) ), which draw a distinction between “basic
telecommunication  services” and  “value-added  telecommunications  services.”  The
Telecommunications Regulations were subsequently revised on July 29, 2014 and on February 6,
2016. On December 28, 2015, the MIIT published the Classification Catalog of Telecommunications
Services, or the 2015 Catalog ( (FE(F /08 HEk) ), which took effect on March 1, 2016 and was
partially revised on June 6, 2019. Under the 2015 Catalog, “value-added telecommunication services”
was further classified into two sub-categories and 10 items. Both internet content provision services, or
ICP services, and online data processing and transaction processing services are under the second
subcategory of value-added telecommunications businesses. Under the Telecom Regulations,
commercial operators of value-added telecommunications services must first obtain an operating
license from the MIIT or its provincial level counterparts.

On September 25, 2000, the State Council issued the Administrative Measures on Internet Information
Services, or the Internet Measures ( < H.Hi#8(E BB E L) ). The measures were subsequently
revised on January 8, 2011. According to the Internet Measures, commercial ICP service operators
must obtain an ICP license from the relevant government authorities before engaging in any
commercial ICP operations within the PRC.

On March 1, 2009, the MIIT promulgated the Administrative Measures on Telecommunications
Business Operating License, or the Telecom License Measures ( ({525 46%8 FFnl & BHFE) ),
which took effect on April 10, 2009. The measures were subsequently revised on September 1, 2017.
The Telecom License Measures set forth the types of licenses required to operate value-added
telecommunications services and the qualifications and procedures for obtaining such licenses. For
example, an ICP operator providing value-added services in multiple provinces is required to obtain an
inter-regional license, whereas an ICP operator providing the same services in one province is required
to obtain a local license.

To comply with these PRC laws and regulations, both of our ICP operators, Autohome Information
and Shengtuo Hongyuan, hold ICP licenses. Shengtuo Hongyuan is in the process of renewal of its ICP
license and is expected to obtain the updated ICP license in March 2021. Autohome Information also
holds a value-added telecommunications license for conducting online data processing and transaction
processing services (for e-commerce only).

Restrictions on Foreign Ownership in Value-Added Telecommunications Services

According to the Provisions on Administration of Foreign Invested Telecommunications Enterprises ,
or the FITE Provisions ( (4MEIEERGMEEHBIE) ), promulgated by the State Council on
December 11, 2001 and amended on September 10, 2008 and February 6, 2016, respectively, the
ultimate foreign equity ownership in a value-added telecommunications service provider must not
exceed 50%. Moreover, for a foreign investor to acquire any equity interests in a value-added
telecommunication business in China, it must demonstrate a good track record and experience in
operating value-added telecommunications services. Foreign investors that meet these requirements
must obtain approvals from the MIIT or its authorized local branches, and the relevant approval
application process usually takes six to seven months.
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On July 13, 2006, the MIIT issued the Notice of the MIIT on Intensifying the Administration of
Foreign Investment in Value-added Telecommunications Services ( <5 &7 2 5B A i 40 e 18 4%
BT SEBSE YA ). This notice prohibits domestic telecommunication service providers
from leasing, transferring or selling telecommunications business operating licenses to any foreign
investor in any form, or providing any resources, sites or facilities to any foreign investor for their
illegal operation of a telecommunications business in China. According to this notice, either the holder
of a value-added telecommunication business operating license or its shareholders must legally own
the domain names and trademarks used by such license holders in their provision of value-added
telecommunication services. The notice further requires each license holder to have the necessary
facilities, including servers, for its approved business operations and to maintain such facilities in the
regions covered by its license. In addition, all value-added telecommunication service providers are
required to maintain network and internet security in accordance with the standards set forth in relevant
PRC regulations. If a license holder fails to comply with the requirements in the notice and cure such
non-compliance, the MIIT or its local counterparts have the discretion to take measures against such
license holders, including revoking their valued-added telecommunication business operating licenses.

To comply with these PRC regulations, we operate our websites through our VIEs, Autohome
Information and Shengtuo Hongyuan. Each of Autohome Information and Shengtuo Hongyuan is
currently 50% owned by Quan Long and 50% owned by Haiyun Lei, both of whom are PRC citizens.
Both Autohome Information and Shengtuo Hongyuan hold ICP licenses. Shengtuo Hongyuan is in the
process of renewal of its ICP license and is expected to obtain the updated ICP license in March 2021.

Regulation on Foreign Investment

On March 15, 2019, the Foreign Investment Law ( <3 A [RILFIE S &) ) was enacted by the
National People’s Congress, which became effective on January 1, 2020 and replaced the trio of the
laws regulating foreign investment in China, namely, the Sino-foreign Equity Joint Venture Enterprise
Law, the Sino-foreign Cooperative Joint Venture Enterprise Law and the Wholly Foreign-invested
Enterprise Law, together with their implementation rules and ancillary regulations. The Foreign
Investment Law embodies an expected PRC regulatory trend to rationalize its foreign investment
regulatory regime in line with prevailing international practice and the legislative efforts to unify the
corporate legal requirements for both foreign and domestic investments.

Unlike its first draft which was published in 2015, the Foreign Investment Law does not specifically
expand the definition of “foreign investment” to include entities established through a VIE structure
but contains a catch-all provision under the definition of “foreign investment” which includes
investments made by foreign investors through means stipulated in laws or administrative regulations
or other methods prescribed by the State Council.

Moreover, the Foreign Investment Law establishes a foreign investment information reporting system.
Foreign investors or foreign-funded enterprises shall submit the investment information to competent
governmental departments for commerce through the enterprise registration system and the enterprise
credit information publicity system. The contents and scope of foreign investment information to be
reported shall be determined under the principle of necessity. Where foreign-investors or foreign-
invested enterprises are found to be non-compliant with these information reporting obligations,
competent department for commerce shall order corrections within a specified period; if such
corrections are not made in time, a penalty of not less than RMBI100,000 yet not more than
RMB500,000 shall be imposed. Aside from the reporting system for foreign investment information,
the Foreign Investment Law shall also establish a security examination mechanism for foreign
investment and conducts security review of foreign investment that affects or may affect national
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security. The decision made upon the security examination in accordance with the law shall be final.
We will be subject to the Foreign Investment Law if our contractual arrangements with our VIEs are
defined or regarded as a form of foreign investment in the future.

On December 30, 2019, the MOFCOM and the SAMR jointly promulgated the Measures for Reporting
of Information on Foreign Investment ( (AME#E(EEHEHL) ), which came into effect on
January 1, 2020 and pursuant to which, foreign investors or foreign-invested enterprises shall report
investment information when foreign investors carry out investment activities directly or indirectly
within China, for example, the establishment of the foreign-invested enterprises, including
establishment through purchasing the equities of a domestic enterprise or subscribing to the increased
capital of a domestic enterprise, and its subsequent changes are required to submit an initial or change
report through the Enterprise Registration System.

Regulations on Internet Content Services

The National People’s Congress has enacted laws with respect to maintaining the security of internet
operation and internet content. According to the Internet Measures, violators may be subject to
penalties, including criminal sanctions, for internet content that:

® opposes the fundamental principles stated in the PRC constitution;

® compromises national security, divulges state secrets, subverts state power or damages national
unity;

harms the dignity or interests of the state;

incites ethnic hatred or racial discrimination or damages inter-ethnic unity;

undermines the PRC’s religious policy or propagates heretical teachings or feudal superstitions;

disseminates rumors, disturbs social order or disrupts social stability;

disseminates obscenity or pornography, encourages gambling, violence, murder or fear or incites
the commission of a crime;

insults or slanders a third party or infringes upon the lawful rights and interests of a third party; or

® s otherwise prohibited by law or administrative regulations.

In accordance with the Internet Information Services Measures, ICP operators are required to monitor
their websites. They may not post or disseminate any content that falls within these prohibited
categories and must remove any such content from their websites. The PRC government may order
ICP operators to suspend their operations, or revoke their ICP licenses if such ICP license holders
violate any of the above-mentioned content restrictions.

On February 4, 2015, the Cyberspace Administration of China, or the CAC promulgated the
Administrative Provisions on Account Names of Internet Users, or the Account Names Provisions
( CHIBEAE R P iksE 2 fE HERLE ) ), which became effective as of March 1, 2015. The Account Name
Provisions require all users of internet information service providers to authenticate their real identity
information for registration of accounts. Relevant internet information service providers are
responsible for the protection of users’ privacy, consistency of user information, such as account
names, avatars, the requirements contemplated in the Account Names Provisions, making reports to the
competent authorities if the names of institutions or social celebrities are illegally used for or
associated with registration of account names, and taking appropriate measures to stop any such
violations, such as notifying the user to make corrections within a specified time and suspending or
closing accounts in the event of continuing non-compliance.
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On August 25, 2017, the CAC promulgated the Administrative Provisions on Internet Follow-up
Comment Services ( I HEER G Fam Ik 558 BALE) ) and the Administrative Provisions on Internet
Forum and Community Services (< .5 48 w18 BlAt [5 il 5 AL E ) ), both of which became effective
as of October 1, 2017. As stipulated in the Provisions, the internet follow-up comment service
providers are imposed on strict primary obligations such as verifying the authenticity of registered
users’ identity information, protecting personal information of users and developing system to review
follow-up comments on news information prior to the publication. Moreover, the internet forum and
community services providers may establish the systems of information review, real-time public
information check, emergency response, personal information protection and other information
security administration systems. In addition, the service providers should not publish information in
violation of laws, regulations and the relevant provisions of the state.

On September 7, 2017, the CAC promulgated the Provisions on the Administration of Information
Services Provided through Chat Groups on the Internet, or the Chat Groups Provision ( (B EBt#A8#EAH(E S
MRFSEHERLE ) ), and the Administrative Provisions on the Information Services Provided through Public
Official Accounts of Internet Users, or the Public Official Accounts Provision ( € B.B#48 P A RIRSEE
BIRBEHHIE) ), both of which became effective as of October 8, 2017. The Public Official Accounts
Provision was subsequently revised on January 22, 2021, and became effective on February 22, 2021.
According to the Provisions, the internet service providers are required to verify the authenticity of
identity information of their users. In addition, for any violation of laws and regulations by chat groups or
public official accounts, service providers should take certain measures such as issuing a warning,
suspending publication of the inappropriate information, and closing the chat groups or the public official
accounts.

On December 15, 2019, the CAC promulgated the Provisions on Governance of Online Information
Content Ecosystem, or the Online Information Content Provision ( #4%&{5 5 AL RRIAIEIE) ),
which became effective as of March 1, 2020. Under the Online Information Content Provision, the online
information content service platform shall set up the mechanism of governance of network information
content ecosystem, develop the detailed rules for governance of the network information content
ecosystem on the platform, and improve the systems for user registration, account management,
information publication and examination, posts and comments examination, management of the webpage
and site layout system, real-time inspection, emergency disposal and cyber rumor and illegal industry
chain information disposal. The online information content service platform shall institute an office in
charge of the governance of online information content ecosystem, and appoint the professional
personnel commensurate with the business scope and service scale, strengthen training and examination,
and improve the performance quality of employees. In addition, the online information content platform
shall strengthen the examination and inspection of the advertising space set on the platform and the
advertising content displayed on the platform. Those who publish illegal advertisements shall be
punished according to laws. Upon finding illegal information published by any content provider on the
online information content platform, the platform shall, in accordance with laws and regulations, take
measures such as warning for rectification, restricting functions available to such content provider,
suspending updating, and closing accounts, among others, timely eliminate illegal information and
contents, keep relevant records, and report to the relevant competent authorities. The online information
content service platform will be punished for violating related laws and regulations. The related legal
consequences include suspension of information updates, restrictions on engaging in online information
services, restrictions on online behavior, and prohibition of industry access.

These laws and regulations apply to the Internet content services we provide through our VIEs and
impose responsibilities on the VIEs for monitoring the websites, mobile applications and users,
safeguarding the security of the internet as well as maintaining the internet content.
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Regulations on Internet Privacy

In recent years, PRC government authorities have enacted legislation on internet use to protect
personal information from any unauthorized disclosure. The PRC law does not prohibit ICP operators
from collecting and using personal information from their users with the users’ consent. However, the
Internet Measures prohibit an ICP operator from insulting or slandering a third party or infringing the
lawful rights and interests of a third party. The regulations further authorize the relevant
telecommunications authorities to order ICP operators to rectify unauthorized disclosure. ICP operators
are subject to legal liability if the unauthorized disclosure results in damages or losses to users. The
PRC government, however, has the power and authority to order ICP operators to turn over personal
information if an internet user posts any prohibited content or engages in illegal activities on the
internet. On December 29, 2011, the MIIT promulgated the Several Provisions on Regulating the
Market Order of Internet Information Services ( <K& B 48(5 MRG58k 7 & THIE) ), effective
as of March 15, 2012. It stipulates that ICP operators may not, without a user’s consent, collect the
user’s information that can be used alone or in combination with other information to identify the user
and may not provide any such information to third parties without the user’s prior consent. ICP
operators may only collect users’ personal information that is necessary to provide their services and
must expressly inform the users of the method, content and purpose of the collection and use of such
personal information. In addition, an ICP operator may only use users’ personal information for the
stated purposes under the ICP operator’s scope of service. ICP operators are also required to ensure the
proper security of users’ personal information, and take immediate remedial measures if users’
personal information is suspected to have been inappropriately disclosed. If the consequences of any
such disclosure are expected to be serious, ICP operators must immediately report the incident to the
telecommunications regulatory authority and cooperate with the authorities in their investigations.

On December 28, 2012, the Standing Committee of the National People’s Congress of the PRC issued
the Decision on Strengthening the Protection of Online Information ( (2B ARAEKRGHHZEGTH
AR A A5 BRI UL E ) ). Most requirements under this decision relevant to ICP operators are
consistent with the requirements already established under the MIIT provisions discussed above, but
are often stricter and broader. Under this decision, ICP operators are required to take such technical
and other measures necessary to safeguard information against inappropriate disclosure. To further
implement this decision and relevant rules, MIIT issued the Regulation of Protection of
Telecommunication and Internet User Information ( (EAEHEHEHEMFMEAGERERE) ) on
July 16, 2013, which became effective on September 1, 2013.

On March 15, 2017, the National People’s Congress of the PRC issued the General Rules of the Civil
Law of the People’s Republic of China ( 3 A\ RILFNE RIEFA]) ), which came into effect on
October 1, 2017. The General Rules have introduced personal information rights and data protection
and provide that personal information of a natural person should be protected by the law. On May 28,
2020, the National People’s Congress of the PRC approved the Civil Code of the PRC ( {13 A R ALAF0
B (L) ), or the Civil Code, which came into effect on January 1, 2021 and abolished the General
Rules of the Civil Law of the People’s Republic of China. Pursuant to the Civil Code, the collection,
storage, use, process, transmission, provision and disclosure of personal information should follow the
principles of legitimacy, properness and necessity.

The Cyber Security Law of the People’s Republic of China ( {*F#E A RILAE 444 21%) ) became
effective on June 1, 2017. According to the Cyber Security Law, network operators should, in the
course of collecting and using personal information, follow the principles of legitimacy, properness
and necessity, disclose their rules with respect to data collection and usage, clearly express the
purposes, means and scope of collecting and using information. Prior consent from the persons whose
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data is collected is required. In addition, network operators are not allowed to collect personal
information which is irrelevant to the services they provide.

On November 28, 2019, the Secretary Bureau of the CAC, the General Office of the MIIT, the General
Office of the Ministry of Public Security and the General Office of the State Administration for Market
Regulation, or SAMR, issued the Notice on the Measures for the Determination of the Collection and
Use of Personal Information by Apps in Violation of Laws and Regulations ( BirEN%F (AppiikiE
R AR F R M5 B AT Al k) 93T ), which came into effect on November 28, 2019. The
notice requires that there shall be a privacy policy in the app, and the privacy policy shall contain the
rules for collecting and using personal information. The notice also requires that the app shall prompt
their users to read the privacy policy through obvious methods such as pop-up windows when an app is
put into operation for the first time. According to the notice, the type of personal information collected
by the app should be limited to the extent necessary to meet the operation of the corresponding
business function. If personal information collected through app for a new business function is beyond
the scope of a user’s previous consent, refusing to provide the original business function by the app
upon the user’s disagreement with the new scope of personal information collection shall be
considered as in violation of the necessity principle, except in the case where the new business function
replaces the previous business function.

On April 10, 2019, the Cyber Security and Protection Bureau of the Ministry of Public Security, the
Beijing Internet Industry Association and the Third Research Institute of the Ministry of Public
Security jointly issued Internet Personal Information Security Protection Guidance ( < EH 488 A5 5
LR FE™ ) ). The guidance applies to “personal information holders”, which means enterprises that
provide services through the internet and organizations or individuals who use a private or internet-
disconnected space to control and process personal information. It indicates that in addition to
traditional internet companies, companies or individuals in other fields are also subject to its
governance for long as they are involved in the control and processing of personal information. The
guidance imposes more stringent requirements on the collection of personal information by personal
information holders. For example, the guidance provides that personal information that is not related to
the services provided by personal information holders should not be collected, and service providers
shall not force users to provide personal information by bundling products or various business
functions of the service.

On October 21, 2020, the Standing Committee of the National Peoples’ Congress issued the Personal
Information Protection Law (Draft for comments) ( (i A5 EfR#IE(HZ)) ), or the Draft Personal
Information Protection Law, which integrates the scattered rules with respect to personal information
rights and privacy protection. Pursuant to the Draft Personal Information Protection Law, personal
information refers to information related to identified or identifiable natural persons which is recorded
by electronic or other means (excluding the anonymized information). The Draft Personal Information
Protection Law provides the circumstances under which a personal information processor could
process personal information, including but not limited to, where the consent of the individual
concerned is obtained and where it is necessary for the conclusion or performance of a contract to
which the individual is a contractual party. It also stipulates certain specific rules with respect to the
obligations of a personal information processor, such as to inform the purpose and method of
processing to the individuals, and the obligation of the third party who has access to the personal
information by way of co-processing or delegation etc. As of the date of this document, the Draft
Personal Information Protection Law is still pending approval and has not come into effect.
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To comply with these laws and regulations, we require our users to accept a user terms of service
whereby they agree to provide certain personal information to us, and have established information
security systems to protect users’ privacy.

Regulations on Advertisements

The PRC government regulates advertising, including online advertising, principally through the SAMR.
Prior to November 30, 2004, in order to conduct any advertising business, an enterprise was required to
hold an operating license for advertising in addition to a relevant business license. On November 30,
2004, the State Administration for Industry and Commerce, the predecessor of the SAMR, issued the
Administrative Rules for Advertising Operation Licenses ( €& %5 &/& 77 n] & 1L ) ), effective as of
January 1, 2005, which was replaced by Administrative Provisions on Advertising Registration ( <% 5 %
iR A E) ) issued on November 1, 2016 and took effect on December 1, 2016. The
advertisement operation entities are restricted to radio stations, TV stations and newspaper and periodical
publishers and the Advertising Operation License was canceled. Therefore, our subsidiaries and VIEs are
not required to hold an advertising operation license to conduct advertising business.

Adbvertisers, advertising operators and advertising distributors are required by PRC advertising laws
and regulations to ensure that the content of the advertisements they produce or distribute are true and
in full compliance with applicable laws and regulations. In addition, where a special government
review is required for certain categories of advertisements before publishing, the advertisers,
advertising operators and advertising distributors are obligated to confirm that such review has been
duly performed and that the relevant approval has been obtained. Violation of these 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
circumstances involving serious violations, the SAMR or its local branches may order the violator to
terminate its advertising operation or even revoke its business license. Furthermore, advertisers,
advertising operators or advertising distributors may be subject to civil liabilities if they infringe on the
legal rights and interests of third parties.

On October 26, 2018, the Standing Committee of the National People’s Congress revised the PRC
Advertising Law or the Advertising Law ( "2 AR AEFIE E475) ), which came into effect on the
same date. The Advertising Law applies to all advertising activities conducted via the internet. The
Advertising Law requires that users must be able to close online pop-up ads with one click. Moreover,
internet service providers are obligated to cease publishing any advertisements that they know or
should know are illegal. Violation of these regulations may result in penalties, including fines,
confiscation of the advertising incomes, termination of advertising operations and even suspension of
the provider’s business license.

On July 4, 2016, the then State Administration for Industry and Commerce issued the Interim
Measures for the Administration of Internet Advertising or the Internet Advertising Measures ( € F.J
A S Y AT HFE) ), which came into effect as of September 1, 2016. All advertising activities by
means of the internet are governed by the Advertising Law and the Internet Advertising Measures.
Pursuant to the Internet Advertising Measures, the term “Internet Advertisement” shall mean
commercial advertisement that promote commodities or services, directly or indirectly, via Internet
media such as websites, webpages and internet application programs in the form of texts, pictures,
audios, videos or other forms, including the advertisement containing a web link or links, e-mail
advertisement, paid search advertisements, and advertisements contained in commercial presentations
that promote commodities or services, etc. The Internet Advertising Measures require that an internet
advertisement shall be identifiable and clearly identified as an “advertisement” so that users will tell it
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is an advertisement, and the following activities shall be prohibited: (i) providing or using any
application programs or hardware to intercept, filter, cover, fast forward or otherwise restrict any
authorized advertisement of other persons; (ii) using network pathways, network equipment or
applications to disrupt the normal data transmission of advertisements, alter or block authorized
advertisements of other persons or load advertisements without authorization; or (iii) using false
statistical data, transmission effect or internet medium value to induce incorrect quotations, seek undue
interests or damage the interests of other persons.

Pursuant to the Internet Advertising Measures, the punishments on illegal acts shall be administered by
the local administrative authority for industry and commerce in the place where the advertisement
publisher is located. However, if an advertiser or advertising agent who violates the Advertising Law
or the Internet Advertising Measures is outside the jurisdiction of the local branch of the SAMR, of the
advertisement publisher, such case may be referred to the local SAMR where the advertiser or
advertising agent is located; in the event that the local SAMR in the place where the advertiser or
advertising agent is located has discovered any clues or received complaints or reports about such
illegal acts, they may also exercise the administration. For any illegal advertisements published by
advertisers themselves, such case shall be administered by the local SAMR where the advertisers are
located.

To comply with these laws and regulations, we include clauses in our advertising contracts requiring
that all advertising content provided by advertisers must comply with relevant laws and regulations.
Prior to posting on websites and mobile applications, our staff reviews advertising materials to ensure
there is no violent, pornographic or any other improper content, and will request the advertiser to
provide government approval if the advertisement is subject to special government review.

Regulations on Broadcasting Audio/Video Programs through the Internet

On July 6, 2004, the State Administration of Radio, Film, and Television, or the SARFT, promulgated
the Rules for the Administration of Broadcasting of Audio/Video Programs through the Internet and
Other Information Networks, or the A/V Broadcasting Rules ( < FH# 4855 (5 S A4 E L BAHT B 4 1
%) ), which were replaced by Provisions on the Administration of Private Network and Targeted
Communication Audio-visual Program Services ( (EE#H K %R I8 H B A E) ) which
took effect on June 1, 2016. For an entity that engages in content delivery, integrated broadcast control,
transmission distribution and other private network and targeted communication to send audio-visual
program service, an “Internet Audio/Video Program Transmission License” is required.

On April 13, 2005, the State Council announced Several Decisions on Investment by Non-state-owned
Companies in Culture-related Business in China ( (BB Be B I A A EAMEA UL E EN A T IRED) ).
These decisions encourage and support non-state-owned companies to enter certain culture-related
business in China, subject to restrictions and prohibitions for investment in audio/video broadcasting,
website news and certain other businesses by non-state-owned companies. These decisions authorize
the SARFT, the Ministry of Culture and Tourism and the GAPP to adopt detailed implementation rules
according to these decisions.

On December 20, 2007, the SARFT and the MIIT jointly issued the Rules for the Administration of
Internet Audio and Video Program Services ( EE AL BEHT H M5 HBLE) ), commonly known as
Circular 56, which came into effect as of January 31, 2008 and was amended in August 2015. Circular
56 reiterates the requirement set forth in the A/V Broadcasting Rules that online audio/video service
providers must obtain an “internet audio/video program transmission license” from the SARFT.
Furthermore, Circular 56 requires all online audio/video service providers to be either wholly state-
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owned or state-controlled companies. According to relevant official answers to press questions
published on the SARFT’s website dated February 3, 2008 ( B ~ {7 5 M E T A< 4
PEEE B RS AUE >R A ) ), officials from the SARFT and the MIIT clarified that online
audio/video service providers that already had been operating lawfully prior to the issuance of Circular
56 may re-register and continue to operate without becoming state-owned or controlled, provided that
such providers have not engaged in any unlawful activities. This exemption will not be granted to
online audio/video service providers established after Circular 56 was issued. These policies have been
reflected in the Application Procedure for Audio/Video Program Transmission License ( ¢ ({7 E494%
EEVLIEHT H 7T R6) MEFLT) ). Failure to obtain the internet audio/video program transmission
license may subject an online audio/video service provider to various penalties, including fines of up to
RMB30,000, seizure of related equipment and servers used primarily for such activities and even
suspension of its online audio/video services.

On March 17, 2010, the SARFT issued the Internet Audio/Video Program Services Categories
(Provisional) ( CEIBFAEWHIHEE H RS 368570 8 H $%(il1T)) ), or the Provisional Categories, which were
amended on March 10, 2017. The amended Provisional Categories classified Internet audio/video
programs into four categories, which are further divided into seventeen sub-categories.

To comply with these laws and regulations, Autohome Information obtained an internet audio/video
program transmission license, which is currently in the process of renewal, for automotive-industry-
information-related audio/video programs posted on our autohome.com.cn website and relevant mobile
applications.

Regulations on Producing Audio/Video Programs

On July 19, 2004, the SARFT promulgated the Administrative Measures on the Production and
Operation of Radio and Television Programs ( (JE#EHLHT H RAIELEEHBIE) ), effective as of
August 20, 2004. On August 28, 2015, State Press and Publication of the General Administration of
Radio and Television Decree No. 3 ( <[ 5HT M i Wi B 48R B MG R T8 0 B B A M AR P Do ) )
was issued to amend some provisions of the aforesaid Measures, which was further revised on by the
National Radio and Television Administration ( <[2 5 & #% 76 5 48 = BE A 55—t 8% 1 R G ele i 358 M 5
fIPED ) on October 29, 2020. These Measures provide that anyone who wishes to produce or operate
radio or television programs must first obtain an operating permit. Applicants for this permit must meet
several criteria.

Both Autohome Information and Shengtuo Hongyuan hold operating licenses for the production and
dissemination of radio and television programs for special topic programs, cartoons and television
variety shows.

Regulations on Internet Mapping Services

According to the amended Notice on Printing and Distributing Regulations on the Management of
Surveying and Mapping Qualification and Standard of Surveying and Mapping Qualification
Classification ( EZE WA IE SRR QA EREHE) M CHIAEE /T IRTE) 1E
1) ) issued by the National Administration of Surveying, Mapping and Geoinformation, or NASMG,
in July 2014, an entity providing internet mapping services should apply for the Surveying and
Mapping Qualification Certificate for Surveying and Mapping, and perform within the scope of the
certificate. According to these rules, certain conditions and requirements, such as the number of
technical personnel and map security verification personnel, security facilities and approval from
relevant provincial or national government on the service provider’s security system, qualification
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management and filings management, are necessary for an entity applying for a Surveying and
Mapping Qualification Certificate.

Pursuant to the Notice on Further Strengthening the Administration of Internet Map Services
Qualification ( <[ 5 T8 Hb FAF SR BR YA 4 — 25 T o B 5 408 S i i 65 B8 B AR Y28 K1) ) issued by
the NASMG in December 2011, any entity that has not yet applied for a surveying qualification
certificate for internet mapping services is prohibited from providing any internet mapping services.

On November 26, 2015, the State Council enacted the Administrative Regulations on Maps, or the
Maps Regulations ( CHbfEEFEHA]) ), effective as of January 1, 2016. The Maps Regulations requires
entities engaging in internet mapping services, such as geographic positioning, the uploading of
geographic information or markings, and the development of a public map database, to obtain a
relevant qualification certificate for surveying and mapping. The Maps Regulations require entities
engaging in online map services to use mapping data approved by the relevant governmental
authorities, host servers storing map data within the PRC, and establish a management system as well
as protection measures for the data security of the online maps. The mapping data must not contain any
content prohibited by the Maps Regulations, and no entities or individuals are allowed to upload or
mark such prohibited content online. Further, entities engaging in internet mapping services shall keep
confidential any information involving state secrets and trade secrets acquired during their work.

We have provided maps on our websites and mobile applications for the convenience of our users to
locate certain service providers. Both Autohome Information and Shengtuo Hongyuan hold the
Surveying and Mapping Qualification Certificate for internet mapping.

Regulations on Online Cultural Services

On February 17, 2011, the Ministry of Culture, the predecessor of the Ministry of Culture and Tourism,
promulgated the Interim Administrative Provisions on Internet Culture ( (EBHE AL EIEITHE) ),
which became effective on April 1, 2011 and was most recently amended in December 2017. The
Interim Administrative Provisions on Internet Culture require ICP operators engaged in “internet
culture activities” to obtain an Internet Culture Business Permit from the provincial administration of
culture. The term “internet culture activities” includes, among other things, online dissemination of
internet cultural products (such as audio-video products, gaming products, performances of plays or
programs, works of art and cartoons) and the production, reproduction, importation, publication and
broadcasting of internet cultural products.

On August 12, 2013, the Ministry of Culture promulgated the Notice on Implementing the
Administrative Measures for the Content Self-examination of Internet Culture Business Entities ( {F#
NE <A UL A LN 28 A B BUA> 1038 %) ). According to this notice, any cultural product
or service shall be reviewed by the provider before being released to the public and the review process
shall be done by persons who have obtained the relevant content review certificate.

Autohome Information has obtained an Internet Culture Business Permit in January 2013, and we have
renewed our permit to include “use of information network to operate music entertainment products,
game products, performance drama (section), and performance.”

Regulations on Online Performances and Online Live-streaming Services

On December 2, 2016, the Ministry of Culture issued the Administrative Measures for Business
Activities of Online Performances ( SCLFBATR ENEE CHEAE R A 1R B) 4 L) #9%ERN) ), which
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took effect on January 1, 2017. Under these measures, an operator of online performances conducting
the business activities of online performances shall apply for an Internet Culture Business Permit with
the competent provincial administrative cultural department, and the business scope indicated on the
permit shall clearly include reference to online performances. An operator of online performances
undertakes the primary responsibility for the business activities of online performances operated by it,
and shall establish a content review and management system, arrange staff with corresponding
qualifications to undertake the work of reviewing the performance content, and establish technical
supervision measures adaptable to content management in accordance with relevant laws and
regulations.

The Provisions on the Administration of Online Live Streaming Services ( < H.Ht4H B #5 IH; & 3L
JE) ) was issued by the State Internet Information Office on November 4, 2016 and was effective on
December 1, 2016. Under the provisions, those who provide online live-streaming services through
online performances, internet video and audio programs, and so forth, shall obtain relevant
qualifications as required by laws and regulations. Online live streaming service providers shall carry
out entity responsibilities, equip professionals comparable to the service scale, and improve systems
for information review, information security management, duty patrols, emergency response, and
technical guarantee. Online live streaming service providers shall establish platforms for reviewing live
streaming content. Online live streaming service providers and online live streaming publishers that
provide internet news information services without licenses, or exceeding the scope of their licenses,
are subject to punishment. For other violations of these provisions that are subject to punishment by the
national and local Internet information offices in accordance with law; if a crime is constituted,
criminal liability shall be investigated in accordance with law. Violations of the relevant laws and
provisions in providing online live streaming services through Internet performances, online audio and
visual programs and so forth are subject to punishment by the relevant departments in accordance with
law.

The Notice of Launch of Record Filing for Internet Live-Streaming Service Enterprises ( <2 % 4415 Ht
BH B LW A AR IR % TE) ) was issued by the CAC on June 12, 2017. Under the notice, CAC
requires the companies that provide internet live-streaming service to register with the local internet
information office, commencing on July 15, 2017. Internet live-streaming service companies
(including commercial news websites that provide live-streaming sections/channels) which engage in
internet news information republishing services or provide communication platform services, and other
types of internet live-streaming service companies are subject to such notice and the requirements
thereunder.

The Notice on Tightening the Administration of Online Live-streaming Services, or the Online Live-
streaming Services Notice ( BN 58 A8 4% H 46 B & B TAER)E AN ), was jointly issued by the CAC
and five other PRC governmental authorities. Under the Online Live-streaming Services Notice, the
online live-streaming service provider involved in the business of telecommunications and internet
news information, online shows, live-streaming of online audiovisual programs and other services shall
apply to the relevant departments for licenses on operations of telecommunications business, internet
news information services, internet culture business, and internet transmission of audio/video
programs, respectively. In addition, the online live-streaming service provider shall go to the local
public security departments of its residence to perform public security filing procedures within 30 days
of the launch of the live-streaming services.

Currently we are providing online live-streaming services through our websites and mobile
applications. Autohome Information has obtained an internet audio/video program transmission license
on February 9, 2010, which is currently in the process of renewal. In addition, in January 2013,
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Autohome Information obtained an Internet Culture Business Permit, which includes ‘“use of
information network to operate music entertainment products, game products, performance drama
(section), and performance.”

Regulations on Internet Publishing

The Administrative Provisions on Online Publishing Services, or the Online Publishing Provisions
( CHAAK RO A BERR 22 ) ), was jointly issued by the MIIT and the State General Administration of
Press, Publication, Radio, Film and Television (the predecessor of the National Radio and Television
Administration), or the SAPPRFT, in 2016, and came into effect on March 10, 2016. The Online
Publishing Provisions define “online publishing services” as providing online publications to the public
through information networks. Any online publishing services provided in the territory of the PRC are
subject to these provisions. The Online Publishing Provisions requires any internet publishing services
provider to obtain an online publishing service license to engage in online publishing services. Under
the Online Publishing Provisions, online publications refer to digital works which have publishing
features such as digital work that have been edited, produced or processed and which are made
available to the public through information networks, including written works, pictures, maps, games,
cartoons, audio/video reading materials and other methods. Any online game shall obtain approval
from SAPPRFT before it is launched online. Furthermore, Sino-foreign equity joint ventures, Sino-
foreign cooperative joint ventures and wholly foreign-owned enterprises cannot engage in providing
web publishing services.

If we are deemed to be in breach of relevant internet publishing regulations, the PRC regulatory
authorities may seize the related equipment and servers used primarily for such activities and
confiscate any revenues generated from such activities. In addition, relevant PRC authorities may also
impose a fine of five to ten times of any revenues exceeding RMB10,000 or a fine of not more than
RMB50,000 if such related revenues are below RMB10,000.

Regulations on Internet News Information Service

On May 2, 2017, the CAC issued the Provisions for the Administration of Internet News Information
Services, or Internet News Provision ( < H.B #4858 5 EMRF & HELE) ), which became effective on
June 1, 2017 and replaced the original provisions promulgated in 2005.

Internet news information services shall include service of collecting, editing and publishing internet
news information, service of reposting and service of providing propagation platform. Under the
Internet News Provision, internet news service providers shall also include entities that are not
established by the press but reproduce internet news from other sources, provide electronic bulletin
services on current and political events, and transmit such information to the public. The CAC shall be
in charge of the supervision and administration of the internet news information services throughout
China.

If any of the internet news posted on our websites and mobile applications is deemed by the
government to be political in nature, related to macroeconomics, or otherwise requires such license
based on the sole discretion of the government authority, we would need to apply for such license. If
we are deemed to be in breach of the Internet News Provision or other relevant internet news releasing
regulations, the PRC regulatory authorities may suspend the related internet service and impose a fine
exceeding RMB10,000 but not more than RMB30,000.
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Regulations on E-commerce

China’s e-commerce industry is at an early stage of development and there are few PRC laws or
regulations specifically regulating the e-commerce industry. In January 2014, the State Administration
for Industry and Commerce promulgated the Administrative Measures for Online Trading ( (#%525 %)
E L) ), which strengthen the protection of consumers and impose stringent requirements and
obligations on online business operators and third-party online marketplace operators. Online business
operators and third-party online marketplace operators are prohibited from collecting any information
on consumers and business operators or disclosing, selling or providing any such information to any
third party, or sending commercial electronic messages to consumers without their consent. Fictitious
transactions, deletion of adverse comments and technical attacks on competitors’ websites are
prohibited as well. In addition, third-party online marketplace operators are required to examine and
verify the identifications of the online business operators and set up and retain relevant records for at
least two years. For corporations, other economic organizations or individual-owned business that
apply to enter the platforms to sell commodities or to provide services, the operators of the third-party
trading platforms should examine the authenticity of the identities of the online business operators,
register such operators and establish registration files with regular verification and update, and should
disclose the information about their business licenses or place the electronic linkage identifiers of their
business licenses at notable positions of the homepages where they conduct their business activities.
We are subject to these measures as a result of our online platform services.

Pursuant to the Negative List ( <HMRAHCEMEARTRIEBREE (AEEH)  (20205M) ) ), foreign
investors are allowed to have complete ownership of equity interests in e-commerce businesses.

In August 2018, the Standing Committee of the National People’s Congress issued the E-commerce
Law of the People’s Republic of China, or the E-commerce Law ( (e A RILAERE 7R ),
which took effect on January 1, 2019. The E-commerce Law strengthens the regulation on e-commerce
operators relating to consumer protection, personal data protection and intellectual property rights
protection. With respect to products or services affecting the consumers’ life and health, if an
e-commerce platform operator fails to verify the merchants’ qualification or assure the consumers’
security, which results in damages to the consumers, it shall take corresponding liabilities and may be
subject to warnings and fines up to RMB2,000,000. In accordance with the E-commerce Law,
e-commerce operators include operators of e-commerce platforms, business operators on e-commerce
platforms, and other e-commerce operators that sell commodities or offer services on the websites
developed by themselves or through other network services. An operator of an e-commerce platform
shall require business operators who apply to sell commodities or provide services on its platform to
submit truthful information, verify and register such information, establish registration archives, and
regularly verify and update the information. Besides, an e-commerce platform operator shall (i) submit
the identification information of the merchants on its platform to the competent market regulation
authorities and remind the merchants to complete the registration with such authorities; (ii) submit
identification information and tax-related information to tax authorities and remind the merchants to
complete the tax registration; (iii) record and retain the information of the products and information on
its platform and the sales information; (iv) display the platform service agreement and the transaction
rules or links to such information on the homepage of the platform; (v) display information to let users
know in the case of any product or service that is provided by the platform operator itself on its
platform, and take responsibility for such products and services; (vi) establish a credit evaluation
system, display the credit evaluation rules, provide consumers with accesses to make comments on the
products and services provided on its platform, and refrain from deleting such comments; and
(vii) establish intellectual property protection rules, and take necessary measures when any intellectual
property holder notify the platform operator that his intellectual property rights have been infringed.
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An e-commerce platform operator shall take joint liabilities with the relevant merchants on its platform
and may be subject to warnings and fines up to RMB2,000,000 where (i) it fails to take necessary
measures when it knows or should have known that the products or services provided by the merchants
on its platform do not meet the personal or property safety requirements or such merchants’ other acts
may infringe on the lawful rights and interests of the consumers; or (ii) it fails to take necessary
measures, such as deleting and blocking information, disconnecting, terminating transactions and
services, when it knows or should have known that the merchants on its platform infringe any
intellectual property rights of any other third party. E-commerce platform operators shall not take
advantage of the service agreement, transaction rules or other means to impose unreasonable
restrictions or transaction conditions on the transactions of operators on platform or the price of such
transactions, or collect unreasonable fees against operators on platform.

On February 7, 2021, the Anti-monopoly Committee of the State Council published the Guideline on
Anti-monopoly of Platform Economy Sector ( BHR V- & #8SHEHY  BEET 46 %) ), or the Guideline,
which became effective on the same day and will operate as a compliance guidance under the existing
PRC anti-monopoly laws and regulations for platform economy operators. The Guideline intends to
regulate abuse of a dominant position and other anti-competitive practices by online platform operators
and the related merchants and service providers on online platforms. Pursuant to the Guideline,
representative examples of abuse of dominance include unfairly locking in exclusive agreements with
merchants and targeting specific customers with unreasonable big-data driven tailored pricing through
their online behavior to eliminate or limit market competition.

We have cooperation with independent automobile sellers, in which we facilitate their sales of
automobiles through our e-commerce platforms.

Regulations on Mobile Internet Applications

On June 28, 2016, the CAC promulgated the Administrative Provisions on Mobile Internet
Applications Information Services, or the Mobile Application Administrative Provisions ( <F&8) B 54
FE AR5 SRS B #ERLE) ), which took effect on August 1, 2016. According to the Mobile
Application Administrative Provisions, “mobile internet application” refers to application software that
runs on mobile smart devices providing information services after being pre-installed, downloaded or
embedded through other means. “Mobile internet application provider” refers to the owners or
operators of mobile internet applications. Internet application stores refer to platforms which provide
services related to online browsing, searching and downloading of application software and releasing
of development tools and products through the internet. On December 16, 2016, the MIIT promulgated
the Interim Administrative Provisions on the Pre-installation and Distribution of the Mobile Smart
Terminal Application Software ( (LZEFIE EALFREA ENEE CRoM) R AR A e FH ik i ¥8 5 F0 70 34
1THIE) ByZE%N) ), which took effect on July 1, 2017 and requires, among others, that internet
information service providers must ensure that a mobile application, as well as its ancillary resource
files, configuration files and user data can be uninstalled by a user easily, unless the mobile application
is a basic function software, which refers to a software that supports the normal functioning of the
hardware and operating system of a mobile smart device. In addition, mobile smart terminal
application software involving charges should strictly comply with the relevant regulations such as sale
at an expressly marked price, and express the charge standard and method. The content expressed
should be true, accurate, eye-catching and normative, and users should be charged only after their
confirmation.

Pursuant to the Mobile Application Administrative Provisions, an internet application program
provider must verify a user’s mobile phone number and other identity information under the principle
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of mandatory real name registration at the back-office end and voluntary real name display at the front-
office end. An internet application provider must not enable functions that can collect a user’s
geographical location information, access user’s contact list, activate the camera or recorder of the
user’s mobile smart device or other functions irrelevant to its services, nor is it allowed to conduct
bundle installations of irrelevant application programs, unless it has clearly indicated to the user and
obtained the user’s consent on such functions and application programs. In respect of an internet
application service provider, the Mobile Application Administrative Provisions requires that, among
others, it must file a record with the provincial authority within 30 days after it rolls out the internet
application service online. It must also examine the authenticity, security and legality of internet
application providers on its platform, establish a system to monitor application providers’ credit and
file a record of such information with relevant governmental authorities. If an application provider
violates the regulations, the internet application store service provider must take measures to stop the
violations, including warning, suspension of release, withdrawal of the application from the platform,
keeping a record and reporting the incident to the relevant governmental authorities.

Regulations on Automobile Sales

On April 5, 2017, the MOFCOM promulgated the Measures on the Administrations of Automobile
Sales, or the Measures on Automobile Sales ( <VAHLEHEE HH#EE) ), which took effect on July 1,
2017 and replaced the original Branded Automobile Sales Measures promulgated in 2005. According
to the Measures on Sales of Automobile, the supplier takes the way of selling the vehicle to the dealer,
and the authorization term (excluding the shop construction term) shall not be less than 3 years, and the
first authorization term shall not be less than 5 years. An independent automobile seller who sells an
automobile without authorization from a supplier or an automobile which is not authorized to be sold
by an automobile manufacturer outside the country shall provide a reminder and explanation to the
consumer in writing and inform the consumer of the relevant responsibility in writing. When a dealer
or an independent automobile seller sells the car to the consumer, it shall verify the identification of the
registered consumer, sign the sales contract, and issue the sales invoice.

The Measures on Sales of Automobile further provides that a supplier shall not require its dealers to
have sales, after-sales service and other functions at the same time, shall not restrict its dealers’
operations of goods of other suppliers, and shall not restrict the dealers from providing parts or other
after- sales services for automobiles of other suppliers. Except as otherwise agreed by the parties, a
supplier shall not sell automobiles directly to consumers in the area where its dealer is authorized to
sell.

As regards to information recording, the Measures on Sales of Automobile requires the suppliers or the
dealers and independent automobile sellers to file their basic information at the State Council
department in charge of the national automobile circulation information management system within 90
days after obtaining their respective business license. If the basic information of a supplier, a dealer or
an independent automobile seller is changed, it shall complete the updated filing within 30 days from
the date of the change. The basic information of the supplier, the dealer or the independent automobile
seller, if it is established before the Measures, should be filed within 90 days from the date that the
Measures took effect. The file of automobile sales, users and other information shall be kept by the
dealer and independent automobile seller for no less than 10 years.

Currently, we provide a transaction platform for automobile buyers to liaise with independent
automobile sellers on our platform and to purchase vehicles from such sellers.
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Regulations on Insurance Brokerage Business

In April 2015, the Standing Committee of the National People’s Congress promulgated the Insurance
Law of PRC ( (i ARIFAEIRREIE) ). In October 2015, the China Insurance Regulatory
Commission, or the CIRC (the predecessor of the CBIRC) promulgated the Provisions on the
Supervision and Administration of Insurance Brokers ( (fRFEZZCACHEMEEZ4HE7E) ), which was
replaced by the Provisions on the Regulation of Insurance Brokers, or the Insurance Brokers Provisions
( (REREEA NS HIED ), on May 1, 2018. The Insurance Brokers Provisions define insurance
brokers as institutions which provide intermediary services, in favor of the insured, in the course of
concluding insurance contracts between the insured and the insurance companies and charge certain
commission as agreed. Pursuant to the Insurance Law and Insurance Brokers Provisions, a license for
engaging in insurance brokerage businesses is required in the course of setting up an insurance
brokerage company. The companies which intend to provide insurance brokerage service should meet
certain requirements set up by the CIRC and should not conduct insurance brokerage business unless
the aforesaid license is received.

In July 2015, the CIRC promulgated the Circular of the CIRC on Issuing the Interim Measures for the
Supervision of Internet Insurance Business, or CIRC Circular 69 ( <+ {5 € Bt Engs Ch 40 B
W EAEEATHRE) MM ), which became effective on October 1, 2015. On December 7, 2020, the
CBIRC published the Regulatory Measures for Internet Insurance Business (548 (b 2675 1 45
%) ), which became effective on February 1, 2021 and replaced the Interim Measures for the
Supervision of Internet Insurance Business. The Regulatory Measures for Internet Insurance Business
stipulates that only insurance companies and professional insurance intermediaries established upon
approval by insurance regulatory authorities and registered could provide internet insurance services,
such as providing insurance products consultation services, assisting policyholders with selecting
insurance products, calculating insurance premiums, drafting insurance plans for policyholders and
processing insurance application formalities. It also provides that insurance intermediaries are required
to manage their marketing activities and retain records of online insurance transactions. In addition, it
sets a higher standard for insurance intermediaries that conduct online insurance business to improve
IT infrastructure and cybersecurity protection.

In September 2017, we acquired Shanghai Tianhe, a company holding the license for engaging in
insurance brokerage businesses. In October 2018, Shanghai Tianhe completed the registration process
required for engaging in online insurance business and is currently conducting online and offline
insurance brokerage business in the PRC.

Regulations on Travel Agencies

The travel industry is subject to the supervision of the Ministry of Culture and Tourism of the People’s
Republic of China, and local Culture and tourism administrations.

On April 25, 2013, the Standing Committee of the National People’s Congress promulgated the
Tourism Law ( ¥ A RILFERE2%) ), which became effective as of October 1, 2013 and was
revised on October 26, 2018. According to the Tourism Law, the information that travel agencies
release to attract or organize tourists is required to be authentic and accurate, and no false publicity can
be made to mislead tourists. In addition, travel agencies conducting business via the Internet are
required to present information of their travel agency business licenses on their websites, and ensure
the truthfulness and accuracy of the travel-related information they release on their websites.

The Regulation on Travel Agencies, or the Travel Agency Regulations ( CiRfT4E4541) ), issued by the
PRC State Council in February 20, 2009, which became effective as of May 1, 2009 and was revised

228



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

REGULATIONS

on March 1, 2017 and November 29, 2020, requires that the travel agency which apply for the
operation of domestic tourism and inbound tourism shall file application for a travel agency business
license to the competent culture and tourism administration department of the province, autonomous
region, or centrally-administered municipality where it is domiciled, or the district-level tourism
administration department it has commissioned.

On April 3, 2009, the China National Tourism Administration, or the CNTA, which has been dissolved
and whose duties have been merged to the Ministry of Culture and Tourism, promulgated the
Implementation Rules for the Regulation on Travel Agencies, or the Travel Agency Implementation
Rules ( iRAT#HAEGIE AN ), which became effective as of May 3, 2009, and was partially revised
on December 12, 2016. The Travel Agency Implementation Rules define certain terms used in the
Travel Agency Regulations, for example, the definition of “domestic tourism business,” “inbound
travel business” and “overseas travel business,” and set out detailed application requirements to
establish a travel agency. The Travel Agency Implementation Rules also clarify certain aspects of the

legal liabilities for travel agencies as prescribed in the Travel Agency Regulations.

On May 5, 2010, CNTA released the Measures for Dealing with Tourist Complaints (g £ 57 i 3
#EX) ), which took effect on July 1, 2010. When tourists regard that the travel operator has harmed
their legitimate rights and interests, they could complain to the tourism administrative department, the
tourism quality supervision and management institution or other tourism law enforcement agencies and
request the aforesaid authorities to deal with civil disputes between the two parties. Under the
Measures, authorities which are responsible for dealing with the complaints are required to render a
decision on the complaints within 60 days upon the date of receipt thereof.

On November 25, 2010, CNTA and CIRC jointly promulgated the Measures for the Administration of
the Liability Insurance of Travel Agencies, or the Liability Insurance Measures ( ikfT4E ZAT (R HE
#EE) ), which became effective on February 1, 2011. Travel agencies are required to procure travel
agency liability insurance pursuant to the aforesaid Measures. The insurance companies are required
to, subject to the liability limits provided under the insurance agreement, reimburse the travel agencies
for the compensations made by the travel agencies for the personal injury or death and the loss of
properties of tourists and the relevant tour guides or tour leaders. Pursuant to the aforesaid Measures,
the liability limit for the personal injury or death of each person cannot be less than RMB200,000.

Regulations on Online Airline ticketing transaction

On August 9, 2017, the Civil Aviation Administration of China issued the Notice on Regulating Online
Airline Ticketing ( <A KR G0 A M SE 84 54T 5 AU%EJN) ), pursuant to which online airline-ticketing
platform shall not conduct bundle-sales of any other services and products by default along with selling
airline tickets. The online airline- ticketing platform shall display services and products ancillary to
airline tickets (e.g. VIP lounge coupon and insurance) in an explicit and accurate manner and shall
offer such services and products to customers as an option in addition to the airline ticket purchases,
instead of by means of service or product bundling.

Regulations on Intellectual Property Rights

China has adopted legislation governing intellectual property rights, including trademarks, patents and
copyrights. China is a signatory to the major international conventions on intellectual property rights
and became a member of the Agreement on Trade Related Aspects of Intellectual Property Rights upon
its accession to the World Trade Organization in December 2001.
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Patent. The Standing Committee of the National People’s Congress adopted the Patent Law ( (1% A
RILFEEFE) ) in 1984, and amended it in 1992, 2000, 2008 and 2020 (the current effective
revision became effective on October 1, 2009 while the latest revision has not yet come into effect until
June 1, 2021). The purpose of the Patent Law is to protect lawful interests of patent holders, encourage
invention, foster applications of inventions, enhance innovative capabilities and promote the
development of science and technology. To be patentable, invention or utility models must meet three
conditions: novelty, inventiveness and practical applicability. Patents cannot be granted for scientific
discoveries, rules and methods for intellectual activities, methods used to diagnose or treat diseases,
animal and plant breeds, substances obtained by means of nuclear transformation or a design which has
major marking effect on the patterns or colors of graphic print products or a combination of both
patterns and colors. The Patent Office under the State Intellectual Property Office is responsible for
receiving, examining and approving patent applications. A patent is valid for a term of twenty years in
the case of an invention and a term of ten years in the case of utility models and designs. A third-party
user must obtain consent or a proper license from the patent owner to use the patent. Otherwise, the use
constitutes an infringement of patent rights.

Copyright. The Standing Committee of the National People’s Congress adopted the Copyright Law (
FHVEME) ) in 1990 and amended it in 2001, 2010 and 2020 (the current effective revision became
effective on April 1, 2010 while the latest revision has not yet come into effect until June 1, 2021),
respectively. The amended Copyright Law extends copyright protection to internet activities, products
disseminated over the internet and software products. In addition, there is a voluntary registration
system administered by the China Copyright Protection Center. The amended Copyright Law also
requires registration of a copyright pledge.

To address the problem of copyright infringement related to the content posted or transmitted over the
internet, the National Copyright Administration and the MIIT jointly promulgated the Measures for
Administrative Protection of Internet Copyright ( <492 /EREATEUR#EHEE) ) on April 29, 2005.
This measure became effective on May 30, 2005.

In order to further implement the Computer Software Protection Regulations ( FEASHHE PG )
promulgated by the State Council on December 20, 2001, as amended in 2013, the National Copyright
Administration of the PRC issued Computer Software Copyright Registration Procedures ( ik #
FVEMESFLHRED) ) on February 20, 2002, which apply to software copyright registration, license
contract registration and transfer contract registration.

On May 18, 2006, the State Council promulgated the Protection of the Right of Communication
through Information Networks ( ({7 B4 EREREIL N ), which became effective on July 1,
2006, as amended in 2013. Under this regulation, with respect to any information storage space, search
or link services provided by an internet service provider, if the legitimate rights owner believes that the
works, performance or audio or video recordings pertaining to that service infringe his or her rights of
communication, the rights owner may give the internet service provider a written notice containing the
relevant information along with preliminary documents supporting that an infringement has occurred,
and requesting that the internet service provider delete, or disconnect the links to, such works or
recordings. The rights owner will be responsible for the truthfulness of the content of the notice. Upon
receipt of the notice, the internet service provider must delete or disconnect the links to the infringing
content immediately and forward the notice to the user that provided the infringing works or
recordings. If the user believes that the subject works or recordings have not infringed upon others’
rights, the user may submit to the internet service provider a written explanation with preliminary
documents supporting non-infringement, and a request for the restoration of the deleted works or
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recordings. The internet service provider should then immediately restore the deleted or disconnected
content and forward the user’s written statement to the rights owner.

On December 26, 2009, the Standing Committee of the National People’s Congress adopted the Torts
Liability Law ( (*F#FEANRILMBEIEHET(TIL) ), which became effective on July 1, 2010 and was
abolished by the Civil Code which became effective on January 1, 2021. Pursuant to the Civil Code,
both internet users and internet service providers may be liable for the wrongful acts of users who
infringe the lawful rights of other parties. If an internet user utilizes internet services to commit a
tortious act, the party whose rights are infringed may request the internet service provider to take
measures, such as removing or blocking the content, or disabling the links thereto. Failure to take
necessary measures after receiving such notice will subject the internet service providers to joint
liability for any further damages suffered by the rights holder. Furthermore, if an internet service
provider fails to take necessary measures when it knows that an internet user utilizes its internet
services to infringe the lawful rights and interests of other parties, it will be held jointly liable with the
internet user for damages resulting from the infringement.

According to an interpretation by PRC Supreme People’s Court ( <Fei A B e B i a6 242 05 8 40 1%
LR R A A 8 R TR A T RIE M2 ) ), which took effect on January 1, 2013 and was revised
on December 29, 2020, internet service providers will be held jointly liable if they continue their
infringing activities or do not remove infringing content from their websites once they know of the
infringement or receive notice from the rights holder. If an internet service provider economically
benefits from the works, performances, and sound or visual recordings provided by network users, it
must pay close attention to infringement of network information transmission rights by network users.

Trademark. The PRC Trademark Law ( ("% N RILFNE FEL) ), adopted in 1982 and amended in
1993, 2001, 2013 and 2019, protects registered trademarks. The Trademark Office under the National
Intellectual Property Administration handles trademark registrations and grants a term of ten years for
registered trademarks. Trademark license agreements must be filed with the Trademark Office for
record. We hold “VAH 2% and “H.2 %" (both mean “auto home” in English) and “AUTOHOME®”
trademarks in China with each registered under different categories.

Domain Names. In September 2002, China Internet Network Information Center, or CNNIC, issued the
Implementing Rules for Domain Name Registration ( < [B G 484 (5 B o034 sk M B4 1) ), as
amended in June 2009 and May 2012, that set forth detailed rules for registration of domain names. On
August 24, 2017, the MIIT promulgated the Administrative Measures for Internet Domain Names
( CHIB A4 %) ), which came into effect on November 1, 2017 and replaced the original
measures promulgated in 2004. The measures regulate the registration of domain names, such as the
first tier domain name “.cn.” Pursuant to the Implementing Rules on Registration of National Top-level
Domain Names ( (EIZRIEHIRA M EiE40H]) ) promulgated by the CNNIC and took into effect on
June 18, 2019, 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 name registration service
institutions. The applicants will become the holders of such domain names upon the completion of the
registration procedure. We have registered a number of domain names, including autohome.com.cn,
autohome.com and chel68.com.

231



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

REGULATIONS

Regulations on Tax
Enterprise Income Tax

On December 29, 2018, the Standing Committee of the National People’s Congress amended the PRC
Enterprise Income Tax Law ( <+ # A RILFE 3 T158i%) ), which was issued on March 16, 2007.
The Implementing Regulations of the Law of the PRC on Enterprise Income Tax ( €12 A R ILAA B 4>
SETSBUEE MBI ) was issued on December 6, 2007 and became effective on January 1, 2008 and
was revised on April 23, 2019. Under the PRC Enterprise Income Tax Law and its implementation
rules, a standard 25% enterprise income tax rate is generally applicable to both foreign-invested
enterprises and domestic enterprises, unless they qualify for certain exceptions. Non-PRC resident
enterprises without any branches in the PRC should pay an enterprise income tax in connection with
their income from the PRC at the tax rate of 10% and enterprises established under the laws of foreign
countries or regions whose “de facto management bodies” are located in the PRC are considered as
PRC resident enterprises, and will generally be subject to enterprise income tax at the rate of 25% of
their global income. The Implementing Regulations of the Law of the PRC on Enterprise Income Tax
defines “de facto management bodies” as “establishments that carry out substantial and overall
management and control over production and operations, personnel, accounting, and properties” of the
enterprise.

Pursuant to Notice of the State Administration of Taxation on Issues about the Determination of
Chinese-Controlled Enterprises Registered Abroad as Resident Enterprises on the Basis of Their Body
of Actual Management (<[l GBHS 485 B A 5 41 s 1 o 428 e £ SEAR DR B A S R A v i o S R A
A B EREEN) ), or the SAT Circular 82 issued by SAT in April 2009 and amended in December
2017, an overseas registered enterprise controlled by a PRC company or a PRC company group will be
classified as a “resident enterprise” with its “de facto management body” located within China if the
following requirements are satisfied: (i) the senior management and core management departments in
charge of its daily operations are mainly located in the PRC; (ii) its financial and human resources
decisions are subject to determination or approval by persons or bodies located in the PRC; (iii) its
major assets, accounting books, company seals, and minutes and files of its board and shareholders’
meetings are located or kept in the PRC; and (iv) no less than half of the enterprise’s directors or senior
management with voting rights reside in the PRC. SAT issued additional rules to provide more
guidance on the implementation of SAT Circular 82 in July 2011, and issued an amendment to SAT
Circular 82 delegating the authority to its provincial branches to determine whether a Chinese-
controlled overseas-incorporated enterprise should be considered a PRC resident enterprise, in
January 2014. Although the SAT Circular 82, the additional guidance and its amendment only apply to
overseas registered enterprises controlled by PRC enterprises and not those controlled by PRC
individuals or foreigners, the determining criteria set forth in the circular may reflect SAT’s general
position on how the “de facto management body” test should be applied in determining the tax resident
status of offshore enterprises, regardless of whether they are controlled by PRC enterprises, individuals
or foreigners. If our offshore entities are deemed PRC resident enterprises, these entities may be
subject to the PRC Enterprise Income Tax Law at the rate of 25% on their global incomes, except that
the dividends distributed by our PRC subsidiaries may be exempt from the PRC Enterprise Income Tax
Law to the extent such dividends are deemed “dividends among qualified resident enterprises.”

In addition, pursuant to the PRC Enterprise Income Tax Law, Enterprises qualified as “High and New
Technology Enterprises”, are entitled to a 15% enterprise income tax rate rather than the 25% uniform
statutory tax rate. The preferential tax treatment continues as long as an enterprise can retain its “High
and New Technology Enterprises” status. According to the Announcement of the State Administration
of Taxation on Issuing the Revised Measures for Handling Enterprise Income Tax Preferences
(Revision 2018) ( <A ZEFT15 Bl (B B EUR S E P (201815%T)) ), which was promulgated by SAT
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and came into effect on April 25, 2018, enterprises enjoying enterprise income tax preferences shall
adopt the handling methods of “making independent judgment, declaring for enjoyment and retaining
the relevant materials for future reference”. An enterprise shall, according to its operating condition
and related tax provisions, independently determine whether it satisfies the conditions required for
enterprise income tax preferences. Those who meet the conditions may independently calculate the tax
deductions or exemptions according to the time listed in the Catalog for the Administration of
Enterprise Income Tax Preferences (Revision 2017) ( {3588 HHHEH H B (Q20174K)) ),
and enjoy tax incentives by filing enterprise income tax returns. Meanwhile, they shall, in accordance
with the relevant provisions, collect and retain the relevant materials for future reference.

Pursuant to the Circular on Income Tax Policies for Further Encouraging the Development of Software
Industry and Integrated Circuit Industry ( CBABCE - B 508 AR B A HE — 20 SUBh sk E SE AN AR 8 o
FE B R A BUBOR AT ) jointly issued by SAT and the Ministry of Finance, or the MOF on
April 20, 2012, and the Circular on Issues concerning Preferential Enterprise Income Tax Policies for
Software and Integrated Circuit Industries ( (FFBEGH - BIE BB AR ~ BERBCEZE ~ T3EAE AL HRE
TR AR B 7B P 7 S A SE BT AR Bl A B EOR A BR ) RE Y A1) ) jointly issued by the MOF, the SAT, the
NDRC and the MIIT on May 4, 2016, eligible software enterprises which pass annual review and filing
by the relevant tax authorities can enjoy exemption of enterprise income tax for the first and second
year as calculated from the profit making year or no later than December 31, 2017 if no profit is made
prior to that date, and thereafter enjoy half of the statutory rate of 25% for the third through fifth year
thereafter until the expiration of the preferential period.

Dividends Withholding Tax

According to the PRC Enterprise Income Tax Law ( (¥ ARILABEIMENHERIL) ) and the
Implementing Regulations of the Law of the PRC on Enterprise Income Tax ( <+ # A R ILFNE 7> 2E 7
BRUEE MBI ), dividends paid by foreign-invested companies to their foreign investors that are
non-resident enterprises as defined under the law are subject to withholding tax at a rate of 10%, unless
otherwise provided in the relevant tax agreements entered into with the central government of the PRC.

Pursuant to the Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation on Income (< A b1 i 47 51l 47 [ B
i S T A5 ke f 8 T AR RN B IR R B % BE) ) promulgated on August 21, 2006, if a Hong Kong
resident enterprise is determined by the competent PRC tax authority to have satisfied the relevant
conditions and requirements under such tax arrangement, the withholding tax rate on the dividends the
Hong Kong resident enterprise receives from a PRC resident enterprise may be reduced to 5% from
10% applicable under the EIT Law and the EITIR. However, based on the Notice of the State
Administration of Taxation on Certain Issues with Respect to the Enforcement of Dividend Provisions
in Tax Treaties ( EZBLH5 A5 B BAT BN & S CE B M ERYE AT) ) promulgated by SAT
and effective 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. Furthermore,
in October 2019, SAT promulgated the Administrative Measures for Non-Resident Taxpayers to Enjoy
Treaty Treatments ( <FFf& RABINZ2Z @ @8 HIFE) ), or the SAT Circular 35, which became
effective on January 1, 2020 and superseded the Administrative Measures for Non-Resident
Enterprises to Enjoy Treatments under Tax Treaties promulgated in 2015. The SAT Circular 35
abolished the record-filing procedure for justifying the tax treaty eligibility of taxpayers, and stipulates
that non-resident taxpayers can enjoy tax treaty benefits via the ‘“self-assessment of eligibility,
claiming treaty benefits, retaining documents for inspection” mechanism. Non-resident taxpayers can
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claim tax treaty benefits after self-assessment provided that relevant supporting documents shall be
collected and retained for post-filing inspection by the tax authorities.

Based on the Notice of the State Administration of Taxation on the Recognition of Beneficial Owners
in Tax Treaties ( (BIZKBIHAERBABIE B2 A N RMER A ), which  was
promulgated by SAT on February 3, 2018 and came into effect on April 1, 2018, a comprehensive
analysis will be used to determine beneficial ownership based on the actual situation of a specific case
combined with certain principles, and if an applicant was obliged to pay more than 50% of its income
to a third country (region) resident within 12 months of the receipt of the income, or the business
activities undertaken by an applicant did not constitute substantive business activities including
substantive manufacturing, distribution, management and other activities, the applicant was unlikely to
be recognized as an beneficial owner to enjoy tax treaty benefits.

Value-added Tax and Business Tax

According to Provisional Regulations on Value-added Tax of the PRC ( <=3 A R0 5 3 (BB B 171
) ), which was promulgated by the State Council on December 13, 1993, came into effect on
January 1, 1994, and was amended on November 5, 2008, February 6, 2016, November 19, 2017, and
the Implementing Rules for the Interim Regulations on Value-added Tax of the PRC ( & A\ R LA
I 14 (R T A T A EEE AN HI)) ) promulgated by the MOF on December 25, 1993 and amended on
January 1, 2009 and November 1, 2011, organizations and individuals engaging in sale of goods or
processing, repair and assembly services, sale of services, intangible assets, immovable and
importation of goods in the PRC shall be taxpayers of Value-added Tax, or the VAT, all enterprises
and individuals that engage in the sale of goods, the provision of processing, repair and replacement
services, the sale of services, intangible assets or immovable properties and the importation of goods
within the territory of the PRC must pay value-added tax.

Since January 1, 2012, the MOF and the SAT have implemented the Pilot Plan for Imposition of
Value-Added Tax to Replace Business Tax ( <& 3Bk (BB )7 %) ) , which imposes VAT in
lieu of business tax for certain “modern service industries” in certain regions and eventually expanded
to nationwide application in 2013. In accordance with the Notice on Fully Launch of the Pilot Scheme
for the Conversion of Business Tax to Value-Added Tax ( HFEGH ~ B 5B 5 4 5 B i 4 1o 4 B 42 26 R
O E B U A AT ) which was issued by the MOF and the SAT on March 23, 2016 and came
into effect on May 1, 2016, the state started to fully implement the pilot change from business tax to
value-added tax on May 1, 2016. All taxpayers of business tax in construction industry, real estate
industry, financial industry and living service industry have been included in the scope of the pilot and
should pay value-added tax instead of business tax. On November 19, 2017, the Business Tax
Regulation was abolished.

On March 20, 2019, the MOF, the SAT and the General Administration of Customs jointly issued the
Announcement of Strengthening Reform of VAT Policies ( <HABGH ~ BiBFHLR ~ 5 B 402 B R3S
BRI A BBUR /A 45) ), or the Announcement No. 39, which provides certain VAT reduction
arrangements. According to the Announcement No. 39, (i) 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; (ii) for the agricultural products purchased by taxpayers to
which an existing 10% deduction rate is applicable, the deduction rate is adjusted to 9%; (iii) for the
agricultural products purchased by taxpayers for production or commissioned processing, which are
subject to VAT at 13%, the input VAT will be calculated at a 10% deduction rate; (iv) for the
exportation of goods or labor services that are subject to VAT at 16%, with the applicable export
refund at the same rate, the export refund rate is adjusted to 13%; and (v) for the exportation of goods
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or cross-border taxable activities that are subject to VAT at 10%, with the export refund at the same
rate, the export refund rate is adjusted to 9%. The Announcement No. 39 came into effect on April 1,
2019 and shall prevail in case of any conflict with existing provisions.

Enterprise Income Tax on Indirect Transfer of Non-Resident Enterprises

On December 10, 2009, SAT issued the Notice on Strengthening the Administration of Enterprise
Income Tax on Equity Transfers of Non-resident Enterprises ( <[5 B0 %5 485 B o I J B A 2E %
FEMCR TS 2T AR FLAYE ) ), or the Circular 698. By promulgating and implementing the
Circular 698, the PRC tax authorities have enhanced their scrutiny over the indirect transfer of equity
interests in a PRC resident enterprise by a non-resident enterprise. SAT further issued the Public
Announcement on Several Issues Concerning Enterprise Income Tax for Indirect Transfer of Assets by
Non-Resident Enterprises ( <[22 855 48 = B I s B A 3 W3 B 2 A SE IS B TR A 5) ),
or SAT Notice 7 on February 3, 2015, which replaces certain provisions in the Circular 698. The SAT
Notice 7 introduces a new tax regime that is significantly different from that under the Circular 698.
The SAT Notice 7 extends its tax jurisdiction to capture not only indirect transfer as set forth under the
Circular 698 but also transactions involving transfer of immovable property in China and assets held
under the establishment and place, in China of a foreign company through the offshore transfer of a
foreign intermediate holding company. The SAT Notice 7 also provides clearer criteria than the
Circular 698 on how to assess reasonable commercial purposes and introduces safe harbor scenarios
applicable to internal group restructurings. Where a non-resident enterprise indirectly transfers equity
interests or other assets of a PRC resident enterprise by implementing arrangements that are not for
reasonable commercial purposes to avoid its obligation to pay enterprise income tax, such an indirect
transfer shall, in accordance with the PRC Enterprise Income Tax Law, be recognized by the
competent PRC tax authorities as a direct transfer of equity interests or other assets by the PRC
resident enterprise.

On October 17, 2017, SAT promulgated the Announcement on Matters Concerning Withholding and
Payment of Income Tax of Non-resident Enterprises from Source ( <2 Z80 5 48 )= B it IF Ji R A2 r 5
Bl PR SR ANBA B R A 45 ) ), or the SAT Circular 37, which came into force and replace the Circular
698 and certain provisions in Circular 7 on December 1, 2017 and was partly amended on June 15,
2018. SAT Circular 37, among other things, simplifies the procedures of withholding and payment of
income tax levied on non-resident enterprises. Pursuant to SAT Circular 37, where the party
responsible for withholding such income tax did not, or was unable to, withhold, and the non-resident
enterprise receiving such income failed to declare and pay the taxes that should have been withheld to
the relevant tax authority, both of such parties may be subject to penalties.

Regulations on Foreign Exchange
Foreign exchange activities in China are primarily governed by the following regulations:

® Foreign Currency Administration Rules (2008), or the Exchange Rules ( € #E A\ R ILAN B S
M) ); and

® Administration Rules of the Settlement, Sale and Payment of Foreign Exchange (1996), or the
Administration Rules ( <5 ~ B R A FEEFLBLE) ).

Under the Exchange Rules, if documents certifying the purposes of the conversion of RMB into
foreign currency are submitted to the relevant foreign exchange conversion bank, the RMB will be
convertible for current account items, including the distribution of dividends, interest and royalties
payments, and trade and service-related foreign exchange transactions. Conversion of RMB for capital

235



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

REGULATIONS

account items, such as direct investment, loans, securities investment and repatriation of investment,
however, is subject to the approval of, or registration with, SAFE or its local counterpart. Capital
investments by PRC entities outside of China, after obtaining the required approvals of, or making
filings with, the relevant approval authorities, such as the MOFCOM and the NDRC or their local
counterparts, are also required to register with SAFE or its local counterpart.

Under the Administration Rules, foreign-invested enterprises may only buy, sell and/or remit foreign
currencies at banks authorized to conduct foreign exchange business after providing valid commercial
documents and, in the case of capital account item transactions, obtaining approval from or being
registered with SAFE or its local counterpart.

In utilizing the [REDACTED] we received from our equity [REDACTED], as an offshore holding
company with PRC subsidiaries, we may (a) make additional capital contributions to our PRC
subsidiaries, (b) establish new PRC subsidiaries and make capital contributions to these new PRC
subsidiaries, (c¢) make loans to our PRC subsidiaries or VIEs or (d) acquire offshore entities with
business operations in China in offshore transactions. However, such use of [REDACTED)] are subject
to PRC regulations. For example, loans by us to our PRC subsidiaries, each of which is a foreign-
invested enterprise, to finance their activities cannot exceed statutory limits and must be registered
with SAFE or its local branches or filed with SAFE in its information system.

On March 30, 2015, SAFE issued the Circular on the Reforming of the Management Method of the
Settlement of Foreign Currency Capital of Foreign-Invested Enterprises, or SAFE Circular 19 ( (B %
GRS HL o) R A IO A P 4 A 2N AR S 5 BB B 5 SRR K0) ), which  became effective on
June 1, 2015. On June 9, 2016, SAFE issued the Circular of the State Administration of Foreign
Exchange on Reforming and Regulating Policies on the Control over Foreign Exchange Settlement of
Capital Accounts, or SAFE Circular 16 ( <[BZ &M 5 B i F0R e AR S 4% e A8 B BOR 1Y) 48
1) ), which revised some provisions of SAFE Circular 19. According to SAFE Circular 19 and SAFE
Circular 16, the flow and use of the Renminbi capital converted from registered capital denominated in
foreign currency of a foreign-invested company is regulated such that Renminbi capital may not be
used for business beyond its business scope or to provide loans to persons other than the foreign-
invested company’s affiliates unless otherwise permitted under its business scope. Violations of SAFE
Circular 19 or SAFE Circular 16 could result in administrative penalties. Pursuant to both of SAFE
Circular 19 and SAFE Circular 16, foreign-invested enterprises may either continue to follow the
current payment-based foreign currency settlement system or choose to follow the “conversion-at-will”
system for foreign currency settlement. Where a foreign-invested enterprise follows the
conversion-at-will system for foreign currency settlement, it may convert part or all of the amount of
the foreign currency in its capital account, special account for foreign debt or special account for
overseas listing into Renminbi at any time. The converted Renminbi will be kept in a designated
account labeled as settled but pending payment, and if the foreign-invested enterprise needs to make
payment from such designated account, it still needs to go through the review process with its bank and
provide necessary supporting documents. SAFE Circular 19 and SAFE Circular 16, therefore, have
substantially lifted the restrictions on the usage by a foreign-invested enterprise of its Renminbi
registered capital, foreign debt and repatriated funds raised through overseas listing converted from
foreign currencies. According to SAFE Circular 19 and SAFE Circular 16, such Renminbi capital,
foreign debt and repatriated funds raised through overseas listing may be used at the discretion of the
foreign-invested enterprise and SAFE will eliminate the prior approval requirement and only examine
the authenticity of the declared usage afterwards. Nevertheless, it is still not clear whether foreign-
invested enterprises like our PRC subsidiaries are allowed to extend intercompany loans to our VIEs.
In addition, as SAFE Circular 19 and SAFE Circular 16 were promulgated recently, there remain
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substantial uncertainties with respect to the interpretation and implementation of these circulars by
relevant authorities.

Moreover, on January 26, 2017, SAFE promulgated Circular of the State Administration of Foreign
Exchange on Further Advancing the Reform of Foreign Exchange Administration and Improving
Examination of Authenticity and Compliance, or the Circular 3 ( [F 5 714 $4 ) BE i 4 — 25 e 3k S
IO SE S E A BME#E I A ). The Circular 3 stipulates several control measures with respect
to the outbound remittance of any profit from domestic entities to offshore entities, including (i) under
the principle of genuine transaction, banks should review board resolutions, the original version of tax
filing records and audited financial statements before wiring the foreign exchange profit distribution of
a foreign-invested enterprise exceeding US$50,000; and (ii) domestic entities should hold income to
make up previous years’ losses before remitting the profits to offshore entities. Moreover, pursuant to
Circular 3, verification on the genuineness and compliance of foreign direct investments in domestic
entities has also been tightened.

On October 23, 2019, SAFE issued the Notice on Further Promoting Cross-border Trade and
Investment Facilitation ( CBIZAMERE )= B ME— DAL HERS 5 B 2 & B AL @ Fn) ), or  the
Circular 28, which expressly allows foreign-invested enterprises that do not have equity investments in
their approved business scope to use their capital obtained from foreign exchange settlement to make
domestic equity investments as long as the investments are real and in compliance with the foreign
investment-related laws and regulations. In addition, Circular 28 stipulates that qualified enterprises in
certain pilot areas may use their capital income from registered capital, foreign debt and overseas
listing, for the purpose of domestic payments without providing authenticity certifications to the
relevant banks in advance for those domestic payments.

Regulations on Dividend Distribution

The principal regulations governing dividend distributions of wholly foreign-owned enterprises
include:

® the Companies Law (2005, as amended in 2013 and 2018) ( {*#E A RILAE A 7L );
® the Foreign Investment Law(2019) ( {h#e N RILFBESMEHREEL) );

® the Implementation of the Foreign investment Law(2019) ( < 3e A R A0 &0 s 4% vk E it 15k
i) ).

Under these regulations, foreign investors may freely remit into or out of PRC, in Renminbi or any
other foreign currency, their capital contributions, profits, capital gains, income from asset disposal,
intellectual property royalties, lawfully acquired compensation, indemnity or liquidation income and so
on generated within the territory of PRC.

Wholly foreign-owned enterprises in the PRC may pay dividends only out of their accumulated profits
as determined in accordance with PRC accounting standards and regulations. In addition, according to
PRC Company Law, these wholly foreign-owned enterprises are required to set aside at least 10% of
their respective accumulated profits each year, if any, to fund certain statutory reserve funds, until the
aggregate amount of such fund reaches 50% of its registered capital.

Regulations on Offshore Investment by PRC Residents

On July 4, 2014, SAFE promulgated the Notice on Relevant Issues Concerning Foreign Exchange
Control of Domestic Residents’ Overseas Investment and Financing and Roundtrip Investment through
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Offshore Special Purpose Vehicles, or SAFE Circular No. 37 ( [B 5 4MEASH 5 B A 5 1A J B 3 48 R ik
H B2 RIS AN il BRSNS S B R %@ %) ), which replaced the former Notice on
Relevant Issues Concerning Foreign Exchange Administration for PRC Residents to Engage in
Financing and Inbound Investment via Overseas Special Purpose Vehicles (generally known as SAFE
Circular No. 75) ( CEIZHMES 305 B A 55 A J5 B 55 A MRk B B2 7l PORFRBCE S 3G 7 R
)N ) promulgated by SAFE on October 21, 2005.

SAFE Circular No. 37 requires PRC residents to register with local branches of SAFE in connection
with their direct establishment or indirect control of an offshore entity, for the purpose of overseas
investment and financing, with such PRC residents’ legally owned assets or equity interests in
domestic enterprises or offshore assets or interests, which is referred to in SAFE Circular No. 37 as a
“special purpose vehicle.” SAFE Circular No. 37 further requires amendment to the registration in the
event of any significant changes with respect to the special purpose vehicle, such as an increase or
decrease of capital contributed by PRC residents, share transfer or exchange, merger, division or other
material events. In the event that a PRC resident holding interests in a special purpose vehicle fails to
complete the required SAFE registration, the PRC subsidiaries of that special purpose vehicle may be
prohibited from making profit distributions to the offshore parent and from carrying out subsequent
cross-border foreign exchange activities and the special purpose vehicle may be restricted in its ability
to contribute additional capital into its PRC subsidiaries. Furthermore, failure to comply with the
various SAFE registration requirements described above could result in liability under PRC law for
evasion of foreign exchange controls.

Pursuant to the Circular on Further Simplifying and Improving the Direct Investment-related Foreign
Exchange Administration Policies, or SAFE Circular No. 13 ( <[5 54 2 R B i i — 2 i AL A elo
B ERCESMERE HLECR A ), which was promulgated by SAFE on February 13, 2015 and came
into effect on June 1, 2015, the administrative approvals of foreign exchange registration for direct
domestic investment and direct overseas investment were canceled. In addition, SAFE Circular No. 13
simplified the procedures of registration of foreign exchange by allowing investors to register with
local banks with respect to the registration of foreign exchange for direct domestic investment and
direct overseas investment.

Should there be any PRC residents proposed to become our sharcholders in the future, they shall
register with the competent local branch of SAFE or relevant banks with respect to their investments in
our company as required by SAFE Circular No. 37 or SAFE Circular No. 13 and shall update their
registration filings with SAFE or relevant banks when there are any changes that should be registered
under SAFE Circular No. 37 or SAFE Circular No. 13.

Regulations on Employee Stock Options Plans

In December 2006, the PBOC promulgated the Administrative Measures of Foreign Exchange Matters
for Individuals ( <fEl ASMEE AL ), setting forth the respective requirements for foreign exchange
transactions by individuals (both PRC or non-PRC citizens) under either the current account or the
capital account. The relevant implementing rules ( <{f ASMEEHEARLEMEAIHI) ) which were issued
in January 2007 and further revised in May 2016 by SAFE specified approval requirements for certain
capital account transactions, such as a PRC citizen’s participation in employee stock ownership plans
or share option plans of an overseas publicly listed company. In February 2012, SAFE promulgated the
Stock Option Notice ( [2 54 B 5 B A 5 B N 2 BL5Ah 1 i1 28 B R SUh =1 31 4/ ke A5 FHA (3] ) R
M)#%1) ) that supersedes the requirements and procedures for the registration of PRC resident
individuals’ participation in stock incentive plans set forth by certain rules ( <% AH A2 B4 ETHA
A B LR ET BRI RR I A RER T 8 55 S FEAS FREEE AR ) ) promulgated by SAFE in March 2007. The
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purpose of the Stock Option Notice is to regulate the foreign exchange administration of PRC resident
individuals who participate in employee stock holding plans and share option plans of overseas listed
companies.

According to the Stock Option Notice, if a PRC resident individual participates in any employee stock
incentive plan of an overseas listed company, a PRC domestic qualified agent appointed through the
PRC subsidiary of such overseas listed company must, among other things, file, on behalf of such
individual, an application with SAFE or its local counterpart to obtain approval for an annual
allowance with respect to the purchase of foreign exchange in connection with stock holding or share
option exercises. With the approval from SAFE or its local counterpart, the PRC domestic qualified
agent shall open a special foreign exchange account at a PRC domestic bank to hold the funds required
in connection with the stock purchase or option exercise, any returned principal or profits upon sales of
shares, any dividends issued on the stock and any other income or expenditures approved by SAFE or
its local counterpart.

Under the Foreign Currency Administration Rules ( <13 A R ILF0E AP BB A) ), as amended,
the foreign exchange proceeds of domestic entities and individuals can be remitted into China or
deposited abroad, subject to the terms and conditions to be issued by SAFE. However, the
implementing rules in respect of depositing the foreign exchange proceeds abroad have not been issued
by SAFE. The foreign exchange proceeds from the sales of shares can be converted into RMB or
transferred to such individuals’ foreign exchange savings account after the proceeds have been
remitted back to the special foreign exchange account opened at the PRC domestic bank. If share
options are exercised in a cashless exercise, the PRC domestic individuals are required to remit the
proceeds to special foreign exchange accounts.

Many issues with respect to the Stock Option Notice require further interpretation. We and our PRC
employees who participate in an employee stock incentive plan are subject to the Stock Option Notice
as we are an overseas listed company. We have registered with the local counterparts of SAFE for our
PRC resident employees who participate in our share incentive plans, as required under the Stock
Option Notice and relevant rules. If we or our PRC employees fail to comply with the Stock Option
Notice, we and our PRC employees may face sanctions imposed by the PRC foreign exchange
authority or any other PRC government authorities, including restrictions on foreign currency
conversions and additional capital contribution to our PRC subsidiaries.

In addition, the MOF and the SAT has issued circulars concerning employee share options ( {HFE -
I i 5 A8 R BRI IR R S A RE BT A s (8 AT A5 B P28 A1) ). Under  these  circulars, our
employees working in China who exercise share options will be subject to PRC individual income tax.
Our PRC subsidiary has obligations to file documents related to employee share options with relevant
tax authorities and withhold the individual income taxes of employees who exercise their share
options. If our employees fail to pay and we fail to withhold their income taxes, we may face sanctions
imposed by tax authorities or any other PRC government authorities.

Regulation on Employment

Pursuant to the PRC Labor Law ( {3 A\ [RILFNE 55 8)%) ) and the PRC Labor Contract Law ( (H?
#e N\ RILFIE 258 &A1) ), employers must execute written labor contracts with full-time employees.
All employers must compensate their employees with wages equal to at least the local minimum wage
standards. All employers are required to establish a system for labor safety and sanitation, strictly abide
by state rules and standards and provide employees with workplace safety training. Violations of the
PRC Labor Contract Law and the PRC Labor Law may result in the imposition of fines and other
administrative liabilities.
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In addition, employers in China are obliged to provide employees with welfare schemes covering
pension insurance, unemployment insurance, maternity insurance, work-related injury insurance,
medical insurance and housing funds.

According to the Social Security Law of the PRC ( ¥ A\ RILHFE L&) ), which was
promulgated by the SCNPC on October 28, 2010 and came into effect on July 1, 2011, and was
amended on December 29, 2018, and other relevant PRC laws and regulations such as the Interim
Regulations on the Collection and Payment of Social Insurance Premiums ( FL& {75 2SS 1706k
i) ) effective on January 22, 1999 and amended on March 24, 2019, Regulations on Work Injury
Insurance ( ( TA5RFEHAF]) ) implemented on January 1, 2004 and amended on December 20, 2010,
Regulations on Unemployment Insurance ( (J<3E{RFgfifl) ) promulgated on January 22, 1999 and
Trial Measures on Employee Maternity Insurance of Enterprises ( {{2EHE T/ B MbaliT L) )
implemented on January 1, 1995, the employer shall contribute to social insurance plans covering basic
pensions insurance, basic medical insurance, maternity insurance, employment injury insurance and
unemployment insurance. Basic pension, medical and unemployment insurance contributions shall be
paid by both employers and employees, while employment injury insurance and maternity insurance
contributions shall be paid only by employers, and employers who failed to promptly contribute social
security premiums in full amount shall be ordered by the social security premium collection agency to
make or supplement contributions within a stipulated period, and shall be subject to a late payment fine
computed from the due date at the rate of 0.05% per day; and where payment is not made within the
stipulated period, the relevant administrative authorities shall impose a fine ranging from one to three
times the amount of the amount in arrears.

According to the Regulations on the Administration of Housing Fund ( (fEFEARE&EEGEH]) ),
which was promulgated by the State Council and became effective on April 3, 1999, and was amended
on March 23, 2002 and March 23, 2019, enterprises in the PRC must register with the competent
managing center for housing provident funds and upon the examination by such center, these
enterprises shall complete procedures for opening an account at the relevant bank for the deposit of
employees’ housing provident funds. Enterprises are also required to pay and deposit housing
provident funds on behalf of their employees in full and in a timely manner. Employers that violate
these regulations and fail to process housing provident fund payments or deposit registrations with the
housing provident fund administration center within a designated period are subject to a fine ranging
from RMB10,000 to RMB50,000.

Pursuant to the Reform Plan of the State Tax and Local Tax Collection Administration System ( <
B B I M 5 %) ), which was promulgated by the General Office of the Communist Party of
China and the General Office of the State Council of the PRC on July 20, 2018, from January 1, 2019,
all the social insurance premiums including the premiums of the basic pension insurance,
unemployment insurance, maternity insurance, employment injury insurance and basic medical
insurance will be collected by the tax authorities. According to the Notice by the General Office of the
State Administration of Taxation on Conducing the Relevant Work Concerning the Administration of
Collection of Social Insurance Premiums in a Steady, Orderly and Effective Manner ( B ZBiH5 45
N BERR A 82 P At e R e B 0 A B L VERY ) ) promulgated on September 13, 2018 and
the Urgent Notice of the General Office of the Ministry of Human Resources and Social Security on
Implementing the Spirit of the Executive Meeting of the State Council in Stabilizing the Collection of
Social Security Contributions ( A & PRI Or W 5 Ak BEBH I ELROS B BBS Bt 05 & adohs 1 U B A
IR e AR B RO TAER 2 238 A1) ) promulgated on September 21, 2018, all the local authorities
responsible for the collection of social insurance are strictly forbidden to conduct self-collection of
historical unpaid social insurance contributions from enterprises. Notice of the State Administration of
Taxation on Implementing Measures on Further Support and Serve the Development of Private
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Economy (< ZBiH5 48 5 BRI B e — 25 SO A IR Bs B8 S8 8 e 2 T 45 i 8 A1) ) promulgated on
November 16, 2018 reiterates that tax authorities at all levels may not organize self-collection of
arrears of taxpayers including private enterprises in the previous years.

Regulations on Concentration in Merger and Acquisition Transactions

The M&A Rules established additional procedures and requirements that could make merger and
acquisition activities by foreign investors more time- consuming and complex. These rules require,
among other things, that the MOFCOM be notified in advance of any change-of-control transaction in
which a foreign investor will take control of a PRC domestic enterprise or a foreign company with
substantial PRC operations, if certain thresholds under the Provisions on Thresholds for Prior
Notification of Concentrations of Undertakings (< [E7%5 b B i 48 2 4 b A ME AR 22 ) ) issued by
the State Council on August 3, 2008 and amended on September 18, 2018 are triggered. In August
2006, six PRC regulatory agencies, including the CSRC, jointly adopted the Provisions Regarding
Mergers and Acquisitions of Domestic Enterprises by Foreign Investors, or the M&A Rule ( B FME
P& DRSNS BLE) ), which became effective in September 2006 and was further amended in
June 2009. This M&A Rule purports to require, among other things, offshore special purpose vehicles,
formed for listing purposes through acquisition of PRC domestic companies and controlled by PRC
companies or individuals, to obtain the approval from the CSRC prior to publicly listing their securities
on an overseas stock exchange.

241



