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You should carefully consider all of the information set forth in this [REDACTED]
before making an [REDACTED] in the Shares, including the risks and uncertainties described
below in respect of our business and our industry and the [REDACTED]. You should pay
particular attention to the fact that we are a company incorporated and registered in the Cayman
Islands and that our principal operations are conducted in China and are governed by a legal
and regulatory environment that in some respects differs from what prevails in other countries.
Our business could be materially and adversely affected by any of these risks.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Pandemics (such as COVID-19), epidemics, or fear of spread of contagious diseases could disrupt
the travel industry and our operations, which could materially and adversely affect our business,
financial condition, and results of operations.

Global pandemics, epidemics in China or elsewhere in the world, or fear of spread of
contagious diseases, such as Ebola virus disease (EVD), coronavirus disease 2019 (COVID-19),
Middle East respiratory syndrome (MERS), severe acute respiratory syndrome (SARS), H1N1 flu,
H7N9 flu, and avian flu could disrupt the travel industry and our business operations in China and
elsewhere in the world, reduce or restrict demand for travel and travel-related products and services, or
result in regional or global economic distress, which may materially and adversely affect our business,
financial condition, and results of operations. Any one or more of these events or recurrence may
adversely affect our sales results, or even for a prolonged period of time, which could materially and
adversely affect our business, financial condition, and results of operations.

The current COVID-19 pandemic has already adversely affected many aspects of our business.
Since January 2020, we have experienced, and may continue to experience, a significant decline in
travel demand resulting in significant user cancelations and refund requests and reduced new orders
relating to international and domestic travel and lodging. Since February 2020, supply of domestic
transportation tickets and international air tickets also has dropped significantly in response to
comprehensive containment measures in China and other international regions. We have actively
assisted our users in their cancelation and refund requests and have been working with our ecosystem
partners to prepare for difficult market conditions, for which we have incurred and may continue to
incur significant cash outflows.

In addition, our China-based facilities underwent temporary yet prolonged closure in February
2020, and most of our employees had worked from home for weeks before they reported back to work,
both as part of China’s nationwide efforts to contain the spread of the COVID-19. We and our
ecosystem partners are still recovering from the general shutdown and delay in commencement of
operations in China. Even though our business is currently operational, if the COVID-19 situation
deteriorates, our service capacity and operational efficiency may be adversely affected again due to
insufficient workforce as a result of temporary travel restrictions in China and the necessity to comply
with disease control protocols in our business facilities. Our ecosystem partners’ abilities to timely
deliver products and services and respond to rescheduling or cancelation requests have been, and again
may be, adversely affected for similar reasons, especially those located in critical regions in China.

The global spread of COVID-19 have also affected our overseas ecosystem partners and
employees working outside China. While the duration of this disruption to our business and related
financial impacts cannot be reasonably estimated at this time, we expect that our overseas business will
continue to be adversely affected in 2021. The pandemic drove a significant decline in travel demand
resulting in reservation cancelations and reduced new orders. In addition, the allowance for credit
losses and impairments of long-term investments both increased. In response to the COVID-19
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pandemic, we have swiftly adopted cost control measures to mitigate a significant slowdown in user
demand. For the year ended December 31, 2020, our revenues were materially and adversely affected
as a result of the domestic and international travel restrictions and significant incremental costs and
expenses incurred to facilitate our users’ cancelations and refund requests. Our net revenues in 2020
decreased by 49% from 2019, and we recorded net loss of RMB3.3 billion in 2020. In addition, we
made provisions for the expected difficulty in collection of receivables, which resulted in additional
allowance for expected credit losses from the receivables due from our customers, and significant
downward adjustments and impairment to our long-term investments as the impacts of the COVID-19
pandemic on certain of our long-term investments are considered to be other than temporary. While the
duration and the development of the pandemic is difficult to predict, our performance in terms of our
key financial metrics such as revenues and gross margin generally improved starting from the third
quarter of 2020 compared to the first two quarters, benefiting from the containment of the COVID-19
pandemic in China starting from the third quarter of 2020. Quarantine measures or travel restrictions
imposed by government authorities may significantly impede cross-border travel. We have seen a
slower recovery of the international travel market and, in turn, a slower recovery of our international
business. We have noted Chinese travelers shifting their preferences towards emerging demand for
short-haul travel, local trips, and domestic boutique and premium accommodation experiences. We
have introduced novel products in order to capture these emerging trends and have proactively
leveraged our live streaming function to promote local attractions and activities. However, we cannot
assure you that these initiatives will be effective as expected, or that we will be able to act promptly to
cater to the travelers’ emerging traveling preferences in the future. We will continue to monitor and
evaluate the financial impacts on our financial condition, results of operations, and cash flows in future
periods. In the event of prolonged impact of the COVID-19 pandemic on our financial condition and
cash flows, we cannot assure you that additional financing will be available to us on reasonable terms,
or at all, should we require it. The global spread of COVID-19 pandemic in a significant number of
countries around the world, such as the United States, has resulted in, and may intensify, global
economic distress, and the extent to which it may affect our financial condition, results of operations,
and cash flows will depend on future developments, which are highly uncertain and cannot be
predicted. In addition, the recent financial turmoil leading to vitality in the financial and securities
markets, especially since the COVID-19 pandemic, has generally made access to capital less certain
and increased the cost of obtaining new capital. As we manage through the slowdown in our business
due to the COVID-19 pandemic, we cannot assure you that additional financing will be available to us
on reasonable terms, or at all.

Our China business showed strong recovery momentum starting from the third quarter of 2020.
However, we cannot assure you that the COVID-19 pandemic can be eliminated or contained in the
near future, or at all, or a similar outbreak will not occur again. Since the beginning of 2021, a few
waves of COVID-19 infections have emerged in various regions of China. In early 2021, precautionary
measures, including varying levels of travel restrictions and encouragement of reduced travel during
the Chinese New Year, were reinstated in China. These travel restrictions reduce users’ demand for our
products, and are expected to materially and adversely affect our results of operations in the first
quarter of 2021 and potentially beyond. We cannot assure you when these travel restrictions will be
lifted. If the COVID-19 pandemic and the resulting disruption to our business were to extend over a
prolonged period, it could materially and adversely affect our business, financial condition, and results
of operations.

Our business could suffer if we do not successfully manage current growth and potential future
growth, or if we are unable to execute our strategies effectively.

Our business has grown significantly as a result of both organic growth of existing operations
and acquisitions, and, despite the current COVID-19 pandemic, we may experience such growth from
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time to time in the future. We have significantly expanded, and may further expand, our operations and
workforce, as a result of the continued growth of our service offerings, user base, and geographic
coverage. For example, we have invested in, and may continue to invest in, organic growth by rolling
out new business initiatives focusing on a diverse range of areas including expanding our one-stop
travel offerings and upgrading our content capabilities. For the year ended December 31, 2020, we
invested RMB7.7 billion in product development. If such new business initiatives fail to perform as
expected, our financial condition and results of operations could be adversely affected. Our growth to
date has placed, and our anticipated future operations will continue to place, significant strain on our
management, systems, and resources. In addition to training and managing our workforce, we will need
to continue to improve and develop our financial and managerial controls and our reporting systems
and procedures. We cannot assure you that we will be able to efficiently or effectively manage the
growth of our operations, and any failure to do so may limit our future growth and hamper our business
strategy.

We are growing our global presence through a combination of owned brands, direct
investments as well as strategic partnerships. As we continue to increase our product and service
offerings, we will further upgrade our content capabilities and deliver more appealing content in new
and diversified formats, including live streaming, to improve user engagement. In addition, we will
continue to invest in AI, big data analytics, and cloud technologies, and further enhance our technology
and cloud infrastructure. All these efforts will require significant managerial, financial and human
resources. We cannot assure you that we will be able to effectively manage our growth or to execute all
these strategies successfully or that our new business initiatives will be successful. If we are not able to
manage our growth or execute our strategies effectively, our expansion may not be successful and our
business and prospects may be materially and adversely affected.

We have sustained losses in the past and may experience earnings declines or net losses in the
future.

We sustained net losses in the past, and we cannot assure you that we can sustain profitability
or avoid net losses in the future. Due to the impact of the COVID-19 pandemic, we recorded net loss of
RMB3.3 billion in 2020. Although we swiftly adopted cost control measures in response to the
COVID-19 pandemic, our operating expenses may still increase in the future and the degree of
increase in these expenses is largely based on anticipated growth, revenue trends and competitive
pressure. As a result, any decrease or delay in generating additional sales volume and revenues and
increase in our operating expenses may result in substantial operating losses. Moreover, consolidation
of Qunar’s financial statements starting from December 31, 2015 had negatively impacted our financial
statements previously, which may happen again in the future.

Our business is sensitive to global economic conditions. A severe or prolonged downturn in the
global or Chinese economy may have a material and adverse effect on our business, and may
materially and adversely affect our growth and profitability.

The COVID-19 pandemic had a severe and negative impact on the Chinese and the global
economy in 2020. Whether this will lead to a prolonged downturn in the economy is still unknown.
Even before the outbreak of the COVID-19, the global macroeconomic environment was facing
numerous challenges. The growth rate of the Chinese economy had already been slowing since 2010.
There is considerable uncertainty over the long-term effects of the expansionary monetary and fiscal
policies which had been adopted by the central banks and financial authorities of some of the world’s
leading economies, including the United States and China, even before 2020. Unrest, terrorist threats,
and the potential for war in the Middle East and elsewhere may increase market volatility across the
globe. There have also been concerns about the relationship between China and certain other countries,
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including the surrounding Asian countries, which may potentially have economic effects. In particular,
there is significant uncertainty about the future relationship between the United States and China with
respect to trade policies, treaties, government regulations, and tariffs. The terms of the United
Kingdom’s exit from the European Union, commonly referred to as “Brexit,” resulting in market
volatility and exchange rate fluctuations from time to time both globally and most specifically in the
United Kingdom and rest of the Europe. Brexit has created significant uncertainty about the future
relationship between the United Kingdom and the European Union. These developments, or the
perception that any of them could occur, may adversely affect European and worldwide economic and
market conditions. Economic conditions in China are sensitive to global economic conditions, as well
as changes in domestic economic and political policies and the expected or perceived overall economic
growth rate in China. Any severe or prolonged slowdown in the global or Chinese economy may
materially and adversely affect our business, results of operations, and financial condition.

Our business and operations are primarily based in China and most of our revenues are derived
from our operations in China. Accordingly, our financial results have been, and are expected to
continue to be, affected by the economy and travel industry in China. Since we derive the majority of
our revenues from accommodation reservation, transportation ticketing, and packaged-tour and
in-destination activity services in China, any severe or prolonged slowdown in the global or Chinese
economy or the recurrence of any financial disruptions could reduce expenditures for travel, which in
turn may adversely affect our results of operations and financial condition in a number of ways. For
example, the weakness in the economy could erode consumer confidence which, in turn, could result in
changes to consumer spending patterns relating to travel products and services. If consumer demand
for travel products and services we offer decreases, our revenues may decline. Furthermore, continued
turbulence in the international markets may adversely affect our ability to access the capital markets to
meet liquidity needs.

General declines or disruptions in the travel industry may materially and adversely affect our
business and results of operations.

Our business is significantly affected by the trends that occur in the travel industry in China and
globally, including the accommodation reservation, transportation ticketing, and packaged-tour and
in-destination activity sectors. As the travel industry is highly sensitive to business and personal
discretionary spending levels, it tends to decline during general economic downturns. The recent
worldwide recession has led to a weakening in the demand for travel services. Other trends or events
that tend to reduce travel and are likely to reduce our revenues include:

Š actual or threatened war or terrorist activities;

Š the COVID-19 pandemic;

Š an outbreak of EVD, MERS, SARS, H1N1 flu, H7N9 flu, and avian flu, or any other
serious contagious diseases;

Š increasing prices in the hotel, transportation ticketing, or other travel-related sectors;

Š increasing occurrence of travel-related accidents;

Š political unrest, civil strife, or other geopolitical uncertainty;

Š natural disasters or poor weather conditions, such as hurricanes, earthquakes, or tsunamis,
as well as the physical effects of climate change, which may include more frequent or
severe storms, flooding, rising sea levels, water shortage, droughts, and wildfires; and

Š any travel restrictions in China and elsewhere in the world, such as entry restrictions
related to the COVID-19 pandemic and quarantine measures or other security procedures
implemented in connection with any major events in China and elsewhere in the world.
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We could be severely and adversely affected by declines or disruptions in the travel industry
and, in many cases, have little or no control over the occurrence of such events. Such events could
result in a decrease in demand for our travel and travel-related products and services. This decrease in
demand, depending on the scope and duration, could significantly and adversely affect our business
and financial performance over the short and long term. For a discussion of impact of the COVID-19
pandemic on our business, see “—Pandemics (such as COVID-19), epidemics, or fear of spread of
contagious diseases could disrupt the travel industry and our operations, which could materially and
adversely affect our business, financial condition, and results of operations.”

If we are unable to maintain existing relationships with ecosystem partners and strategic alliances,
or unable to establish new arrangements with ecosystem partners and strategic alliances at or on
favorable terms or at terms similar to those we currently have, or at all, our business, market share,
and results of operations may be materially and adversely affected.

We rely on ecosystem partners, such as hotels and airlines, and other third party agents to make
their services available to users through us, and our business prospects depend on our ability to
maintain and expand relationships with ecosystem partners and other third party agents. If we are
unable to maintain satisfactory relationships with our existing ecosystem partners, or if our ecosystem
partners establish similar or more favorable relationships with our competitors, or if our ecosystem
partners increase their competition with us through their direct sales, or if any one or more of our
ecosystem partners significantly reduce participation in our services for a sustained period of time or
completely withdraw participation in our services, our business, market share, and results of operations
may be materially and adversely affected. To the extent any of those major or popular ecosystem
partners ceased to participate in our services in favor of one of our competitors’ systems or decided to
require consumers to purchase services directly from them, our business, market share, and results of
operations may suffer.

Our business depends significantly upon our ability to contract with hotels in advance for the
guaranteed availability of certain hotel rooms. We rely on hotel partners to provide us with rooms at
discounted prices. However, our contracts with our hotel partners are not exclusive and most of the
contracts must be renewed semi-annually or annually. We cannot assure you that our hotel partners
will renew our contracts in the future on favorable terms or terms similar to those we have agreed to.
The hotel partners may reduce the commission rates on bookings made through us. Furthermore, in
order to maintain and grow our business and to effectively compete with many of our competitors in all
potential markets, we will need to establish new arrangements with hotels and accommodations of all
ratings and categories in our existing markets and in new markets. We cannot assure you that we will
be able to identify appropriate hotels or enter into arrangements with those hotels on favorable terms, if
at all. Such failure could harm the growth of our business and adversely affect our operating results and
financial condition, which consequently will impact the trading price of our [REDACTED] ADSs.

We derive revenues and other significant benefits from our arrangements with major domestic
airlines in China and international airlines. Our airline ticket partners allow us to book and sell tickets
on their behalf and collect commissions on tickets booked and sold through us. Although we currently
have supply relationships with these airlines, they also compete with us for ticket bookings and have
entered into similar arrangements with many of our competitors and may continue to do so in the
future. Such arrangements may be on better terms than we have. On July 1, 2016, the four largest
airlines in China announced that third-party ticketing agents are prohibited from selling tickets for
domestic flights on third-party platforms, such as ours. Additionally, on July 1, 2016, most major
domestic airlines also replaced their commissions and rebate incentives completely with a reduced,
fixed “admin fee” per ticket. The loss of ecosystem partner relationships or further adverse changes in
major business terms with our ecosystem partners would materially impair our operating results and
financial condition as we would lose an increasingly significant source of our revenues.
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We generated part of our revenues through commissions from ecosystem partners that we form
strategic alliances with, including our hotel partners, airline ticket partners and other ecosystem
partners. We cannot assure you, however, that we will be able to successfully establish and maintain
strategic alliances with third parties which are effective and beneficial for our business. Our inability to
do so could have a material adverse effect on our market penetration, revenue growth and profitability.

Strategic acquisition of complementary businesses and assets create significant challenges, such as
dilutive effect on our equity securities and impact on our financial performance, that may materially
and adversely affect our business, reputation, results of operations, and financial condition.

We have made and intend to continue to make strategic acquisitions in the travel industry in
Greater China and overseas. For example, in October 2015, we completed a share exchange transaction
with Baidu Inc., or Baidu, whereby we obtained approximately 45% of the aggregate voting interest of
Qunar in exchange for our newly issued ordinary shares. Subsequently, we issued ordinary shares
represented by ADSs to certain special purpose vehicles holding shares solely for the benefit of certain
Qunar employees and, in return, we received Class B ordinary shares of Qunar from these employees.
We directly injected these shares to a third-party investment entity dedicated to investing in business in
China. From an accounting perspective, we consolidated the financial statements of these non-U.S.
investment entities and started to consolidate Qunar’s financial statements from December 31, 2015. In
October 2016, we participated as a member in the buying consortium in Qunar’s going-private
transaction and rolled our then existing equity stake into the entity that wholly owns Qunar upon the
completion of the transaction in February 2017. In addition, in December 2016, we consummated an
acquisition transaction whereby shares held by nearly all of the shareholders of Skyscanner, a leading
global travel search site headquartered in Edinburgh, United Kingdom, were acquired by Trip.com
Group (then known as Ctrip.com International, Ltd.).

If we are presented with appropriate opportunities, we may continue to acquire complementary
businesses and assets in the future. However, strategic acquisitions and the subsequent integration of
new businesses and assets into our own would require significant attention from our management and
could result in a diversion of resources from our existing business, which in turn could adversely affect
our business operations. In addition, acquisitions could result in potential dilutive issuances of equity
securities, use of substantial amounts of cash, and exposure to potential ongoing financial obligations
and unforeseen or hidden liabilities of the acquired business. The cost and duration of, and difficulties
in, integrating newly acquired businesses and managing a larger overall business could also materially
exceed our expectations. Moreover, we may not be able to achieve our intended strategic strategies and
record substantial impairment charges to goodwill, if we fail to successfully integrate the newly
acquired business or manage a larger business. Any such negative developments could materially and
adversely affect our business, reputation, results of operations, and financial condition.

Our strategy to invest in complementary businesses and assets and establish strategic alliances
involves significant risk and uncertainties that may have a material adverse effect on our business,
reputation, financial condition, and results of operations.

As part of our plan to expand our product and service offerings, we have made and intend to
make strategic investments in the travel service industries in Greater China and overseas. In addition to
our transactions relating to Qunar and Skyscanner described elsewhere in this document, the
investments and acquisitions we made in the past few years include, among others: (i) our acquisition
of 38% share capital of eLong, Inc. in May 2015, and a subsequent equity investment in the
Tongcheng-Elong Holdings Limited (SEHK: 0780) in March 2018 in exchange for our prior holdings
in eLong, Inc.; (ii) investment of approximately RMB3.0 billion in approximately 466 million A shares
of China Eastern Airlines in a private placement; (iii) the exchange of our previously held equity
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interest in Homeinns Hotel Group for 22% equity interest of BTG Hotels (Group) Co., Ltd.; (iv) our
share exchange with Naspers Limited and our investment in the ordinary shares and Class B shares of
MakeMyTrip Limited in August 2019; (v) our acquisition of substantially all of the remaining equity
interest of an offline travel agency company in which we previously held approximately 48% equity
interest in May 2018; and (vi) other investments including Tujia, a leading alternative accommodation
platform in China. In addition, in November 2019, we and TripAdvisor, Inc. (Nasdaq: TRIP), or
TripAdvisor, agreed on a strategic partnership to expand global cooperation through various contracts.
We and TripAdvisor agreed through our respective subsidiaries to form and jointly control a joint
venture. To broaden our product offerings and enrich our platform content, we and TripAdvisor have
agreed to share inventory in travel categories by means of presenting travel product offerings and
contents of both companies on our platform as well as on the platform of TripAdvisor. In November
2019, we obtained control of an online travel agency company in which we previously had held 51%
equity interest with substantive participating rights being held by the non-controlling shareholder. For a
discussion of our investments and acquisitions, see “History and Corporate Structure—Acquisitions,
disposals and strategic investments.”

If the ADS or share prices of the public companies that we have invested in or may invest in the
future which are classified as equity securities with readily determinable fair values investments
decline and become lower than our share purchase prices, as have happened historically, we could
record changes in fair value recorded in the income statement under U.S. GAAP, which in turn would
adversely affect our financial results for the relevant periods. In addition, if any of our investees in
which our investments are classified as equity method investments incur net losses in the future, we
will share their net losses proportionate to our equity interest in them.

Our strategic investments could also subject us to other uncertainties and risks, and our failure
to address any of these uncertainties and risks, among others, may have a material adverse effect on
our financial condition and results of operations:

Š diversion of our resources and management attention;

Š high acquisition and financing costs;

Š failure to achieve our intended objectives or benefits in making these investments or
revenue-enhancing opportunities;

Š exposure to liabilities, third-party claims, or legal proceedings involving our invested or
acquired business;

Š potential claims or litigation regarding our board’s exercise of its duty of care and other
duties required under applicable law in connection with any of our significant investments
approved by the board; and

Š failure to be in full compliance with applicable laws, rules and regulations.

In particular, our strategy of investing in a competing business could be adversely affected by
uncertainties in the implementation and enforcement of the PRC Anti-Monopoly Law. Under the PRC
Anti-Monopoly Law, companies undertaking mergers, acquisitions, or other transactions that may be
deemed as concentrations in China must notify the anti-monopoly law enforcement authority of the
PRC State Council, which currently is the SAMR, in advance of any transaction where the parties’
revenues in the China market and global market exceed certain thresholds and the buyer would obtain
control of, or decisive influence over, the target. There are numerous factors the anti-monopoly law
enforcement authority considers in determining “concentrations,” depending on certain criteria, the
anti-monopoly law enforcement authority will conduct anti-monopoly review of transactions in respect
of which it was notified, including (1) merger of undertakings; (2) acquisition of control over other
undertakings by an undertaking by acquiring equities or assets; or (3) acquisition of control over, or the
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possibility of exercising decisive influence on, other undertakings by an undertaking by contract or by
any other means. In light of the uncertainties relating to the interpretation, implementation and
enforcement of the PRC Anti-Monopoly Law, we cannot assure you that the anti-monopoly law
enforcement authority will not deem our past and future acquisitions or investments, including the ones
referenced herein or elsewhere in this document, to have met the filing criteria under the PRC Anti-
Monopoly Law and therefore demand a filing for merger review. Before the SAMR issued the Anti-
Monopoly Guidelines for the Internet Platform Economy Sector (《關於平台經濟領域的反壟斷指南》)
on February 7, 2021 that clarifies at the first time the filing procedures is applicable to the
concentrations involving variable interest structure, there had been limited cases of the anti-monopoly
law enforcement authority’s anti-monopoly review of filings involving companies with a “variable
interest entity” structure, or VIE structure, similar to ours. We believe, after consultation with our PRC
Legal Advisor, it is unlikely that our Company is subject to sanctions for failure to conduct review of
filing under the PRC Anti-Monopoly Law for our acquisition of shares of Qunar in 2015. However, we
cannot make any assurance, as this is essentially subject to the discretion of the relevant governmental
authority. If we are deemed to have violated the PRC Anti-Monopoly Law for failing to file the
notification of concentration and request for review, we could be subject to a fine of up to
RMB500,000, and the parts of the transaction causing the prohibited concentration could be ordered to
be unwound. Such unwinding could affect our business and financial results, and harm our reputation.
Further, although we believe, after consultation with our PRC Legal Advisor, it is unlikely that our
current business cooperation arrangements with Qunar would be deemed as violation to the PRC
Anti-Monopoly Law in any material aspects, which will be subject to the discretion of the relevant
governmental authority. If any of our business cooperation arrangements with Qunar are determined to
have violated the PRC Anti-Monopoly Law, we could be subject to sanctions including an order to
cease the relevant activities, confiscation of illegal gains and fines of 1% to 10% of our sales revenue
from the previous year.

In addition, we establish strategic alliances with various third parties to further our business
purpose from time to time. Strategic alliances with third parties could subject us to a number of risks,
including risks associated with sharing proprietary information, non-performance by the counter-party,
an increase in expenses incurred in establishing new strategic alliances, inefficiencies caused by failure
to integrate strategic partners’ businesses with our own, and unforeseen levels of diversion of our
resources and management attention, any of which may materially and adversely affect our business.

As a result of any of the above factors, any actual or perceived failure to realize the benefits we
expected from these investments may materially and adversely affect our business and financial results
and cause the trading price of our [REDACTED] ADSs to decline.

We have incurred net current liabilities and net operating cash outflow in the past, and may not be
able to achieve or maintain net assets or net operating cash inflow in the future.

We had net current liabilities of RMB1.2 billion as of December 31, 2019, as compared to net
current assets of RMB10.6 billion as of December 31, 2018, primarily due to a decrease of RMB13.7
billion in our short-term investments, as we strategically invested a portion of the cash previously
invested in a short-term financial product to a long-term product in 2019 to achieve an optimized rate
of investment return. We had net current liabilities of RMB358 million as of December 31, 2020, as
compared to net current liabilities of RMB1.2 billion as of December 31, 2019, which was primarily
due to a decrease in accounts payable of RMB7.8 billion and accounts receivable of RMB3.5 billion,
which was as a result of the impact of the COVID-19 pandemic, partially offset by an increase in short-
term debt and current portion of long-term debt of RMB3.1 billion, mainly due to the loan facility we
obtained in 2020. There can be no assurance that we will not experience liquidity problems in the
future. We may not be able to fulfill our obligation in providing travel products or services to our users
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in respect of advances from customers, the failure of which may negatively affect our cash flow
position. If we fail to generate sufficient revenue from our operations, or if we fail to maintain
sufficient cash and financing, we may not have sufficient cash flows to fund our business, operations
and capital expenditure and our business and financial position will be adversely affected.

We had net cash used in operating activities of RMB3.8 billion in 2020. While we believe that
we have sufficient working capital to fund our current operations, we cannot guarantee that we will not
experience cash outflow from our operating activities again in the future. If we are unable to maintain
adequate working capital, we may default on our payment obligations and may not be able to meet our
capital expenditure requirements, which may have a material adverse effect on our business, financial
condition and results of operations.

We recorded a significant amount of goodwill and indefinite lived intangible assets in connection
with our strategic acquisitions and investments, and we may incur material impairment charges to
our goodwill and indefinite lived intangible assets if the recoverability of these assets become
substantially reduced.

In connection with our strategic acquisitions over the recent years, we recorded a significant
amount of goodwill and indefinite lived intangible assets booked in our financial statements. As of
December 31, 2020, our goodwill was RMB59.4 billion. ASC 350 “Intangibles—Goodwill and Other”
provides that intangible assets that have indefinite useful lives and goodwill will not be amortized but
rather will be tested at least annually for impairment. ASC 350 also requires that long-lived assets be
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable from its undiscounted future cash flow. We operate our
business with a single reporting unit. We performed qualitative assessment by comparing market
capitalization with the carrying value of our reporting unit to determine whether it is necessary to
perform the quantitative impairment test. For 2018, 2019, and 2020, we did not recognize any
impairment charges for goodwill or indefinite lived intangible assets, because there was no indicator of
impairment identified in our qualitative assessments. If different judgments or estimates had been
utilized, however, material differences could have resulted in the amount and timing of the impairment
charge. We may potentially incur significant impairment charges if the recoverability of these assets
become substantially reduced in the future. Any such impairment charges would adversely affect our
financial condition and results of operations. In addition, in the case that the trading prices of our
[REDACTED] ADSs decline as a result of the potentially prolonged impacts from the COVID-19
pandemic or other factors, and the amount by which the share price exceeded the carrying value of the
reporting unit becomes minimal, it may be considered an indicator for us to perform interim goodwill
impairment test and we may need to recognize impairment on goodwill or other long lived assets. See
“Financial Information—Critical Accounting Policies and Estimates—Goodwill, Intangible Assets,
and Long-Lived Assets.”

If we do not compete successfully against new and existing competitors, we may lose our market
share, and our business may be materially and adversely affected.

We compete primarily with other travel agencies, including domestic and foreign consolidators
of hotel accommodation and airline tickets as well as traditional travel agencies. In the future, we may
also face increasing competition from new domestic travel agencies or international players that seek
to expand in China, hotels and airlines, as well as content platforms and social networks entering into
the travel industry.

We may face more competition from hotels and airlines as they enter the discount rate market
directly or through alliances with other travel consolidators. In addition, international travelers have
become an increasingly important user base. Competitors that have formed stronger strategic alliances
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with overseas travel consolidators may have more effective channels to address the needs of travelers
in China to travel overseas. Furthermore, we do not have exclusive arrangements with our ecosystem
partners. The combination of these factors means that potential entrants to our industry face relatively
low entry barriers.

In the past, certain competitors launched aggressive advertising campaigns, special promotions
and engaged in other marketing activities to promote their brands, acquire new users or to increase
their market shares. In response to such competitive pressure, we started to take and may continue to
take similar measures and as a result will incur significant expenses, which in turn could negatively
affect our operating margins in the quarters or years when such promotional activities are carried out.
For example, we launched a promotion program in recent years to offer certain selected transportation
tickets, hotel rooms, packaged tours, and in-destination activities as well as grant of e-coupons to our
users in response to promotion campaigns that our competitors have launched. Primarily as a result of
the enhanced marketing efforts and additional investment in product developments in response to the
intensified market competition, our operational margin was negatively affected. In addition, some of
our existing and potential competitors may have competitive advantages, such as significantly larger
active user base on mobile or other online platforms, greater financial, marketing and strategic
relationships, alliances or other resources or name recognition, and technology capabilities, and may be
able to imitate and adopt our business model. In particular, other major internet platforms may benefit
from the existing user base of their other services. These platforms can utilize the traffic they already
obtain and direct the users from their other services offerings to their travel services and further
achieve synergies effects. Furthermore, in order to attract and retain users and compete against our
competitors, we have deployed significant resources in research and development to enhance our AI,
big data analytics, and cloud technologies. However, we cannot assure you that the effectiveness of our
data analytics capabilities and technologies will be comparable or superior to our competitors
continuously. If any of our competitors provides comparable or better content feed to the users on their
platforms, or if we are unable to provide sufficient quality content to our users’ satisfaction leveraging
our data analytics capabilities, we may suffer a decline in our user traffic. We cannot assure you that
we will be able to successfully compete against new or existing competitors. In the event we are not
able to compete successfully, our business, results of operations, and profit margins may be materially
and adversely affected.

If we fail to further increase our brand recognition, we may face difficulty in maintaining existing
and acquiring new users and business partners and our business may be harmed.

We believe that maintaining and enhancing our brands depends in part on our ability to grow
our user base and obtain new business partners. Some of our potential competitors already have well-
established brands in the travel industry. The successful promotion of our brands will depend largely
on our ability to maintain a sizeable and active user base, maintain relationships with our business
partners, provide high-quality user support, properly address user needs and handle user complaints
and organize effective marketing and advertising programs. We are also subject to reputational risks
arising from user complaints. Users may raise complaints against us if they are dissatisfied with the
travel products and services provided to them. If we do not resolve the complaints effectively in a
timely manner, our users may reduce their use of our platform and services, and may demand refund or
even further compensation from us by all practicable means, which could harm our reputation and
brand image if these complaints are brought to public sight, and materially and adversely affect our
business, financial condition, and results of operations. If our user base significantly declines or grows
more slowly than our key competitors, the quality of our user support substantially deteriorates, or our
business partners cease to do business with us, we may not be able to cost-effectively maintain and
promote our brands, and our business may be harmed.
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Negative publicity related to us or in general with respect to the travel industry could impair our
reputation, which in turn could materially and adversely affect our business, results of operations,
and price of our [REDACTED] ADSs.

The reputation of our brands is critical to our business and competitiveness. Negative publicity
with respect to us or the travel industry in general, from time to time, whether or not we are at fault,
including but not limited to those relating to our business, products and services, user experiences,
employee relationships and welfare, compliance with law, financial conditions or prospects, whether
with or without merit, could impair our reputation and adversely affect our business and operating
results. Prospective users may be reluctant to engage in transactions with us if there is any negative
publicity in connection with the use of our services or products, the operation of our business and other
aspects about us. In addition, the negative publicity of any of our brands may extend far beyond the
brand involved, especially due to our comprehensive presences in the travel industry in general, to
affect some or all of our other brands. Furthermore, negative publicity about other market players or
isolated incidents, regardless of whether or not it is factually correct or whether we have engaged in
any inappropriate activities, may result in negative perception of our industry as a whole and
undermine the credibility we have established. Negative developments in the market may lead to
tightened regulatory scrutiny and limit the scope of our permissible business activities. We could lose
significant number of users due to negative publicity with respect to us or the travel industry in general.

We rely on performance and brand marketing channels to generate a significant amount of
traffic to our platforms and grow our business. From time to time, we hire brand ambassadors to
market our brands or our products and services that are important to our business. However, we cannot
assure you that the endorsement from our brand ambassadors or related advertisements will remain
effective, that the brand ambassadors will remain popular or their images will remain positive and
compatible with the messages that our brand and products aim to convey. Furthermore, we cannot
assure you that we can successfully find suitable celebrities to replace any of our existing brand
ambassadors if any of their popularities decline or if the existing brand ambassadors are no longer able
or suitable to continue the engagement, and termination of such engagements may have a significant
impact on our brand images and the promotion or sales of our products.

If any of the foregoing were to occur, our business, financial condition, results of operations,
and price of our [REDACTED] ADSs could be materially and adversely affected. We may incur
additional costs to recover from the impact caused by the negative publicity, which may divert
management’s attention and other resources from our business and operations.

Our quarterly results are likely to fluctuate because of seasonality in the travel industry.

Our business experiences fluctuations, reflecting seasonal variations in demand for travel
services. Consequently, our results of operations may fluctuate from quarter to quarter. For example,
the third quarter of each year generally contributes the highest portion of our annual net revenues
primarily due to the strong demand for both leisure and business travel activities during the summer.

Any failure to maintain satisfactory performance of our mobile platform, websites, and systems,
particularly those leading to disruptions in our services, could materially and adversely affect our
business and reputation, and our business may be harmed if our infrastructure or technology is
damaged or otherwise fails or becomes obsolete.

The satisfactory performance, reliability, and availability of our infrastructure, including our
mobile platform, websites, and systems, are critical to the success of our business. Any system
interruptions that result in the unavailability or slowdown of our mobile platform, websites, or other
systems and the disruption in our services could reduce the volume of our business and make us less
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attractive to users. Our customer service centers are equipped with extensive computer and
communications systems. Our technology platform and computer and communication systems are
vulnerable to damage or interruption from human error, computer viruses, fire, flood, power loss,
telecommunications failure, physical or electronic break-ins, hacking or other attempts at system
sabotage, vandalism, natural disasters, and other similar events. For example, we experienced a
network shut-down for a few hours in May 2015 resulting in temporary disruption to our mobile
platform and websites and user support, and a hotel booking system failure for a few hours in October
2019 affecting temporary hotel booking services. No data leakage occurred in either incident. We have
implemented extensive measures to ensure prompt responses to any network shutdown, system failure,
or similar incidents in the future, and to continue to update our security protocol to protect our systems
from any human error, third-party intrusions, viruses or hacker attacks, information or data theft, or
other similar activities. However, we cannot assure you that unexpected interruptions to our systems
will not occur again in the future. We do not carry business interruption insurance to compensate us for
losses that may occur as a result of such disruptions. In addition, any such future occurrences could
reduce user satisfaction levels, damage our reputation and materially and adversely affect our business.

We use an internally developed booking software system that supports nearly all aspects of our
booking transactions. Our business may be harmed if we are unable to upgrade our systems and
infrastructure quickly enough to accommodate future traffic levels, avoid obsolescence or successfully
integrate any newly developed or purchased technology with our existing system. Capacity constraints
could cause unanticipated system disruptions, slower response times, poor user support, impaired
quality and speed of reservations and confirmations and delays in reporting accurate financial and
operating information. These factors could cause us to lose users and ecosystem partners, which would
have a material adverse effect on our results of operations and financial condition.

In addition, our future success will depend on our ability to adapt our products and services to
the changes in technologies and internet user behavior. For example, the number of people accessing
the internet through mobile devices, including smart devices, mobile phones, tablets and other hand-
held devices, has increased in recent years, and we expect this trend to continue while 5G and more
advanced mobile communications technologies are broadly implemented. As we make our services
available across a variety of mobile operating systems and devices, we are dependent on the
interoperability of our services with popular mobile devices and mobile operating systems that we do
not control, such as Android, iOS, and Windows. We ensure the interoperability of our services by
optimizing our mobile apps and websites for different devices and operating systems and implementing
cloud technology to support unified backend operation of our platform. Any changes in such mobile
operating systems or devices that degrade the functionality of our services or give preferential
treatment to competitive services could adversely affect usage of our services. Further, if the number of
platforms for which we develop our services increases, which is typically seen in a dynamic and
fragmented mobile services market such as China, it will result in an increase in our costs and
expenses. In order to deliver high-quality services, it is important that our services work well across a
range of mobile operating systems, networks, mobile devices, and standards that we do not control. If
we fail to develop products and technologies that are compatible with all mobile devices and operating
systems, or if the products and services we develop are not widely accepted and used by users of
various mobile devices and operating systems, we may not be able to penetrate the mobile internet
market. In addition, the widespread adoption of new internet technologies or other technological
changes could require significant expenditures to modify or integrate our products or services. If we
fail to keep up with these changes to remain competitive, our future success may be adversely affected.
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Our business depends substantially on the continuing efforts of our key executives, and our business
may be severely disrupted if we lose their services.

Our future success depends heavily upon the continued services of our key executives. We rely
on their expertise in business operations, finance, and travel services and on their relationships with our
ecosystem partners and shareholders. If one or more of our key executives are unable or unwilling to
continue in their present positions, we may not be able to easily replace them. In that case, our business
may be severely disrupted, we may incur additional expenses to recruit and train personnel and our
financial condition and results of operations may be materially and adversely affected.

In addition, if any of these key executives joins a competitor or forms a competing company,
we may lose users and ecosystem partners. Each of our executive officers has entered into a service
contract with us that contains confidentiality and non-competition provisions. If any disputes arise
between our executive officers and us, we cannot assure you of the extent to which any of these
agreements would be enforced in China, where most of these executive officers reside and hold most
of their assets, in light of the uncertainties with China’s legal system. See “—Risks Relating to Doing
Business in China—Uncertainties with respect to the PRC legal system could adversely affect us.”

If we are unable to attract, train and retain key individuals and highly skilled employees, our
business may be adversely affected.

If our business continues to expand, we will need to hire additional employees, including
ecosystem partner management personnel to maintain and expand our ecosystem partner network,
information technology and engineering personnel to maintain and expand our mobile platform,
websites, customer service centers and systems and customer service representatives to serve an
increasing number of users. If we are unable to identify, attract, hire, train and retain sufficient
employees in these areas, users of our mobile platform, websites and customer service centers may not
have satisfactory experiences and may turn to our competitors, which may adversely affect our
business and results of operations.

Our business is subject to the risks of international operations, including but not limited to,
operational risk, compliance risk, and reputational risk.

We had overseas expansion of our business over the years and operate our business in many
foreign jurisdictions such as European and southeast Asian countries. As we plan to expand our global
presence over the long-term through means of partnerships and investments, we are exposed to a
variety of risks in our business operations, including but not limited to, operational risk, compliance
risk, and reputational risk. Compliance with foreign laws and regulations that apply to our international
operations increases our cost of doing business in foreign jurisdictions. These laws and regulations
include data privacy requirements, labor relations laws, tax laws, foreign currency-related regulations,
anti-competition regulations, prohibitions on payments to governmental officials, market access,
import, export and general trade regulations, including but not limited to economic sanctions and
embargos. Violations of these laws and regulations could result in fines and penalties, criminal
sanctions against us, our officers or our employees, and prohibitions on the conduct of our business,
including the loss of trade privileges. Any such violations could result in prohibitions on our ability to
offer our products and services in one or more countries, could delay or prevent potential acquisitions
and could also materially damage our reputation, our brand, our international expansion efforts, our
ability to attract and retain employees, our business and our operating results. Compliance with these
laws requires a significant amount of management attention and effort, which may divert
management’s attention from running our business operations and could harm our ability to grow our
business, or may increase our expenses as we engage specialized or other additional resources to assist
us with our compliance efforts. Our success depends, in part, on our ability to anticipate these risks and
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manage these difficulties. We monitor our operations and investigate allegations of improprieties
relating to transactions and the way in which such transactions are recorded. Where circumstances
warrant, we provide information and report our findings to government authorities, but no assurance
can be given that action will not be taken by such authorities. In addition, as our business and operation
expand in international markets, we could be exposed to increased foreign exchange risks for other
currencies.

The current tensions in international trade and rising political tensions, particularly between the
United States and China, may adversely impact our business, financial condition, and results of
operations.

Recently there have been heightened tensions in international economic relations, such as the
one between the United States and China. The U.S. government has recently imposed, and may
continue to impose additional, new, or higher tariffs on certain products imported from China to
penalize China for what it characterizes as unfair trade practices. China has responded by imposing,
and proposing to impose additional, new, or higher tariffs on certain products imported from the
United States. Following mutual retaliatory actions for months, on January 15, 2020, the United States
and China entered into the Economic and Trade Agreement Between the United States of America and
the People’s Republic of China as a phase one trade deal, effective on February 14, 2020.

In addition, political tensions between the United States and China have escalated due to,
among other things, trade disputes, the COVID-19 pandemic, the passage of Safeguarding National
Security in the Hong Kong Special Administrative Region by the Standing Committee of the PRC
National People’s Congress, sanctions imposed by the U.S. Department of Treasury on certain officials
of the Hong Kong Special Administrative Region and the PRC central government and the executive
orders issued by the U.S. government that prohibit certain transactions with certain selected Chinese
technology companies, and the Executive Order 13959 issued in November 2020 targeting transactions
by U.S. persons in certain securities of designated “Communist Chinese military companies.” As we
work with a wide range of business partners in China and elsewhere in the world, should any of our
major business partners become subject to sanctions or restrictions by the U.S. government, our
business may be adversely affected. Rising political tensions could reduce levels of trades,
investments, technological exchanges, and other economic activities between the two major
economies, which would materially and adversely affect the global economic conditions and the
stability of global financial markets. Such tensions between the United States and China, and any
escalation thereof, may have a negative impact on the general, economic, political, and social
conditions in China and, in turn, adversely impacting our business, financial condition, and results of
operations.

We may not be able to prevent others from using our intellectual property, which may harm our
business and expose us to litigation.

We regard our domain names, trade names, trademarks, patents, proprietary know-how, and
similar intellectual properties as critical to our success. We try to protect our intellectual property rights
by relying on intellectual property protection laws, confidentiality laws, and confidentiality contracts.
However, the provisions of such laws and contracts may not provide us with sufficient protection, and
legal proceedings to protect our intellectual properties from infringement could be difficult, time-
consuming, and expensive in China. In addition, as our business operations further evolves globally,
we may not be able to enforce our intellectual property rights throughout the world, which may in turn
adversely impact our international operations and business. We may encounter significant problems in
protecting and enforcing intellectual property rights in certain foreign jurisdictions. The legal systems
of certain countries do not favor the enforcement of intellectual property protection, which could make
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it difficult for us to stop the infringement or misappropriation of our intellectual property rights.
Proceedings to enforce our proprietary rights in foreign jurisdictions could result in substantial costs
and divert our efforts and attention from other aspects of our business.

The steps we have taken may be inadequate to prevent the misappropriation of our proprietary
technology. Any misappropriation could have a negative effect on our business and operating results.
Furthermore, we may need to go to court to enforce our intellectual property rights. Litigation relating
to our intellectual property might result in substantial costs and diversion of resources and management
attention. See “—Risks Relating to Doing Business in China—Uncertainties with respect to the PRC
legal system could adversely affect us.”

We rely on services from third parties to carry out our business and to deliver our products to users,
and if there is any interruption or deterioration in the quality of these services, our users may not
continue using our services.

We rely on third-party computer systems to host our websites, as well as third-party licenses for
some of the software underlying our technology platform. In addition, we rely on third-party
transportation ticketing agencies to issue transportation tickets and travel insurance products,
confirmations and deliveries in some cities in Greater China. We also rely on third-party local
operators to deliver on-site services to our packaged-tour and in-destination activity users and other
services, such as car services.

Any interruption in our ability to obtain the products or services of these or other third parties
or deterioration in their performance, such as server errors or interruptions, or dishonest business
conduct, could impair the timing and quality of our own service. If our service providers fail to provide
high-quality services in a timely manner to our users, or provide services that are substantially different
from its description or without licenses or permits as required by the relevant laws and regulations
despite that we have so requested, violate any applicable rules and regulations, or involve in incidents
of negative publicity, our services will not meet the expectations of our users, our users may claim
against us for damages and stop using our online platforms, and our reputation and brand will be
damaged. Furthermore, if our arrangement with any of these third parties is terminated, we may not
find an alternative source of support on a timely basis or on favorable terms to us.

We may be the subject of detrimental conduct by third parties, including complaints to regulatory
agencies, negative blog postings, and the public dissemination of malicious assessments of our
business, which could have a negative impact on our reputation and cause us to lose market share,
ecosystem partners, users and revenues, and adversely affect the price of our [REDACTED] ADSs.

We may be the target of anti-competitive, harassing, or other detrimental conduct by third
parties. Such conduct may include complaints, anonymous or otherwise, to regulatory agencies
regarding our operations, accounting, revenues, business relationships, business prospects, and
business ethics. Additionally, allegations, directly or indirectly against us, may be posted in internet
chat-rooms or on blogs or any websites by anyone, whether or not related to us, on an anonymous
basis. We may be subject to government or regulatory investigation as a result of such third-party
conduct and may be required to spend significant time and incur substantial costs to address such third-
party conduct, and we cannot assure you that we will be able to conclusively refute each of the
allegations within a reasonable period of time, or at all. Our reputation may also be negatively affected
as a result of the public dissemination of anonymous allegations or malicious statements about our
business, which in turn may cause us to lose market share, ecosystem partners, users, and revenues and
adversely affect the price of our [REDACTED] ADSs.
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We are subject to payment processing risk.

We accept a variety of different online payment methods and rely on third parties to process
such payment. Acceptance and processing of these payment methods are subject to certain rules and
regulations and require payment of interchange and other fees. To the extent there are increases in
payment processing fees, material changes in the payment ecosystem, such as delays in receiving
payments from payment processors or changes to rules or regulations concerning payment processing,
our revenues, operating expenses, and results of operation could be adversely impacted.

We also do not have control over the security measures of our third-party payment service
providers, and security breaches of the online payment systems that we use could expose us to
litigation and possible liability for failing to secure confidential user information and could, among
other things, damage our reputation and the perceived security of all of the online payment systems
that we use. If a well-publicized internet security breach were to occur, users concerned about the
security of their online payments may become reluctant to purchase our products and services through
payment service providers even if the publicized breach did not involve payment systems or methods
used by us. We may also be subject to fraud and other illegal activities in connection with the various
payment methods that we offer, including online payment options. We may also be subject to various
rules, regulations, and requirements, regulatory or otherwise, governing electronic fund transfers and
online payment, which could change or be reinterpreted to make it difficult or impossible for us to
comply with. If we fail to comply with these rules or requirements, we may be subject to fines and
higher transaction fees, and lose our ability to accept credit and debit card payments from our users,
process electronic fund transfers, or facilitate other types of online payments. If any of the above were
to occur and damage our reputation or the perceived security of the payment systems that we use, we
may lose users as they may be discouraged from purchasing products or services on our platform,
which may adversely affect our business and results of operations.

If our hotel partners or users provide us with untrue information regarding the users’ stay or
misrepresentations, we may not be able to recognize and collect revenues to which we are entitled.

We generate substantially all of our accommodation reservation revenue through commissions
from hotel reservation partners through our platform. To confirm whether a user adheres to the booked
itinerary, we routinely make inquiries with the hotel and, occasionally, with the user. We rely on the
hotel partner and the user to provide us truthful information regarding the user’s check-in and
check-out dates, which forms the basis for calculating the commission we are entitled to receive from
the hotel partner. If our hotel partners or users provide us with untrue information with respect to our
users’ length of stay at the hotels, we would not be able to collect revenues to which we are entitled. In
addition, using such untrue information may lead to inaccurate business projections and plans, which
may adversely affect our business planning and strategy.

We may suffer losses if we are unable to predict the amount of inventory we will need to purchase
during the peak holiday seasons.

During the peak holiday seasons in China, we establish limited merchant business relationships
with selected ecosystem partners, in order to secure adequate supplies for our users. In merchant
business relationships, we buy hotel rooms and transportation tickets before selling them to our users
and thereby incur inventory risk. As we expanded our offline business in 2019, partially attributable to
our packaged-tour products, our demands also increased correspondingly. If we are unable to correctly
predict demand for hotel rooms and transportation tickets that we are committed to purchase, we would
be responsible for covering the cost of the hotel rooms and transportation tickets we are unable to sell,
and our financial condition and results of operations would be adversely affected.
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If tax benefits available to our subsidiaries in China are reduced or repealed, our results of
operations could suffer.

Under the PRC Enterprise Income Tax Law, as amended, or the EIT Law, and the relevant
implementation rules, foreign-invested enterprises, or FIEs, and domestic enterprises are subject to EIT
at a uniform rate of 25%. Certain enterprises will benefit from a preferential tax rate of 15% under the
EIT Law if they qualify as “high and new technology enterprises,” or HNTEs, or if they are located in
applicable PRC regions, subject to certain general restrictions described in the EIT Law and the related
regulations.

In December 2008 and 2009, some of our PRC subsidiaries, Ctrip Computer Technology, Ctrip
Travel Information, Ctrip Travel Network and Qunar Software, and one of our consolidated affiliated
Chinese entities, Qunar Beijing, were each recognized by relevant local authorities as a HNTE under
the EIT Law with an effective period of three years. Therefore, these entities were entitled to enjoy a
preferential tax rate of 15%, as long as they maintained their qualifications for HNTEs that are subject
to verification by competent authorities and renewals every three years. The qualifications of Ctrip
Computer Technology, Ctrip Travel Information, and Ctrip Travel Network as HNTEs have been
renewed and will expire by the end of 2022. Qunar Software and Qunar Beijing are applying for the
renewal of their HNTEs qualifications. The HNTE qualification is subject to a periodic review every
three years by the relevant PRC government authorities. Preferential tax treatment granted to our
subsidiaries by the local governmental authorities is subject to this periodic review and may be
adjusted or revoked at any time. We cannot assure you that our subsidiaries and the consolidated
affiliated Chinese entity will continue to qualify as HNTEs when they are subject to reevaluation in the
future. In 2001, the STA, the PRC Ministry of Finance, and the General Administration of Customs
jointly issued the Circular on Issues Concerning Preferential Tax Policies for the Western
Development (《關於西部大開發稅收優惠政策問題的通知》), or the Circular 202, and started to
implement preferential tax policy in China’s western region. According to the Circular 202, from 2001
to 2010, the companies located in applicable jurisdictions covered by this circular are eligible to apply
for a preferential income tax rate of 15% if their businesses fall within the “encouraged” category of
the Catalog of Industries, Products and Technologies Currently Encouraged to Develop by the State
(《當前國家重點鼓勵發展的產業、產品和技術目錄》) or the Catalog for Guidance of Industries for
Foreign Investment (《外商投資產業指導目錄》) and the revenue derived from such “encouraged”
businesses accounts for no less than 70% of the total revenue. In 2011, the STA, the Ministry of
Finance, and the General Administration of Customs jointly issued the Circular on Issues Concerning
Tax Policies for In-depth Implementation of Western Development Strategies (《關於深入實施西部大
開發戰略有關稅收政策問題的通知》), or the Circular 58, according to which the Catalog of Encouraged
Industries in Western Regions (《西部地區鼓勵類產業目錄》), or the Western Regions Catalog, would
be applied instead of the two catalogs stipulated in the Circular 202 from 2011 to 2020. According to
the Western Regions Catalog issued by the PRC National Development and Reform Commission, or
the NDRC, later in 2014, the “encouraged” industries include the industries provided in the Guiding
Catalog of Industrial Structure Adjustment (《產業結構調整指導目錄》), the Catalog for Guidance of
Industries for Foreign Investment (《外商投資產業指導目錄》), the Catalog of Advantageous
Industries for Foreign Investment in the Central and Western Regions (《中西部地區外商投資優勢產業
目錄》), and other encouraged catalogs specifically applied in western regions. On April 23, 2020, the
Ministry of Finance, the STA, and the NDRC jointly issued the Announcement on Renewing the
Enterprise Income Tax Policy for Western Development (《關於延續西部大開發企業所得稅政策的公
告》), which reduced the revenue percentage requirement of the “encouraged” businesses to no less
than 60% and would be applied from 2021 to 2030. Benefiting from this policy, Chengdu Ctrip,
Chengdu Ctrip International, and Chengdu Ctrip Information Technology Co., Ltd., or Chengdu
Information, obtained approval from local authorities in 2012 and 2013, which recognized that the
main businesses of such three companies belong to the “encouraged” catalog of the Guiding Catalog of
Industrial Structure Adjustment (《產業結構調整指導目錄》). Therefore, such entities were entitled to
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enjoy a preferential tax rate of 15% until 2030, as long as their “encouraged” businesses accounts for
no less than required percentage pursuant to current policies. In the event that the preferential tax
treatment for these entities is discontinued, these entities will become subject to the standard tax rate at
25%, which would materially increase our tax obligations.

We may be subject to legal or administrative proceedings regarding information provided on our
online portals or other aspects of our business operations, which may be time-consuming to defend.

Our online portals contain information about hotels, transportation, popular vacation
destinations, and other travel-related topics posted by us as well as third parties. It is possible that if
any information accessible on our online portals contains errors or false or misleading information,
third parties could take action against us for losses incurred in connection with the use of such
information. From time to time, we have become and may in the future become a party to various legal
or administrative proceedings arising in the ordinary course of our business, including actions with
respect to breach of contract claims, intellectual property infringement, anti-competition claims, claims
relating to our online ride-hailing services, advertising services and pricing information we provided,
and other matters. Although such proceedings are inherently uncertain and their results cannot be
predicted with certainty, we believe that the resolution of our current pending matters will not have a
material adverse effect on our business, consolidated financial position, results of operations, or cash
flow. Regardless of the outcome and merit of such proceedings, any legal action can have an adverse
impact on us because of defense costs, negative publicity, diversion of management’s attention, and
other factors. In addition, it is possible that an unfavorable resolution of one or more legal or
administrative proceedings, whether in China or in another jurisdiction, could materially and adversely
affect our financial position, results of operations, or cash flows in a particular period or damage our
reputation.

We could be liable for breaches of internet security or fraudulent transactions by users of our online
platforms and our websites.

Internet industry is facing significant challenges regarding information security and privacy,
including the storage, transmission and sharing of confidential information. In recent years, PRC
government authorities have enacted legislation on internet use to protect personal information from
any unauthorized disclosure. In November 2016, the PRC Standing Committee of the National
People’s Congress promulgated the PRC Cyber Security Law (《中華人民共和國網絡安全法》), which
became effective on June 1, 2017. The PRC Cyber Security Law requires that a network operator,
which includes, among others, internet information services providers, to take technical measures and
other necessary measures in accordance with applicable laws and regulations and the compulsory
requirements of the national and industrial standards to safeguard the safe and stable operation of its
networks, imposing a relatively vague but broad obligation to provide technical support and assistance
to the public and state security authorities in connection with criminal investigations or for reasons of
national security. The law further requires internet information service providers to formulate
contingency plans for network security incidents, report to the competent departments immediately
upon the occurrence of any incident endangering cyber security, and take corresponding remedial
measures. Any violation of the PRC Cyber Security Law may subject us to warnings, fines,
confiscation of illegal gains, revocation of licenses, cancelation of filings, shutdown of websites, or
criminal liabilities. See “Regulations—Regulations Related to Internet Information Security and
Privacy Protection.”

We conduct a significant portion of our transactions through the internet, including our online
platforms and websites. In such transactions, secured transmission of confidential information (such as
users’ itineraries, hotel and other reservation information, credit card information, personal
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information, and billing addresses) over public networks and ensuring the confidentiality, integrity,
availability, and authenticity of the information of our users, hotel partners, and airline partners are
essential to maintaining their confidence in our online products and services. Our current security
measures may not be adequate and may contain deficiencies that we fail to identify, and advances in
technology, increased levels of expertise of hackers, new discoveries in the field of cryptography or
others could increase our vulnerability. For example, a third-party website that focuses on internet
security information exchange released news in March 2014 that as a result of a temporary testing
function performed by us, certain data files containing users’ credit card information had been stored
on local servers maintained by us, which may lead to potential exposure of these users’ information to
hackers. We removed the cause of the potential security concern within two hours of the release of the
news report and then examined all other possible leaks and found that 93 users’ credit card information
might have been downloaded by the above-mentioned website for the purpose of confirming potential
risks. Our business, results of operations, user experience, and reputation may be materially and
adversely affected if similar incidents related to internet security recur in the future. In August 2011,
the PRC Supreme People’s Court and the PRC Supreme People’s Procuratorate issued judicial
interpretations regarding hacking and other internet crimes. However, its effect on curbing hacking and
other illegal online activities still remains to be seen.

We strive to comply with applicable data protection laws and regulations, as well as our
privacy policies pursuant to our terms of use and other obligations that we may have with respect to
privacy and data protection. Significant capital, managerial, and human resources are required to
enhance information security and to address any issues caused by security failures. If we are unable to
protect our systems and the information stored in our systems from unauthorized access, use,
disclosure, disruption, modification, or destruction, such problems or security breaches may cause loss,
expose us to litigation and possible liability to the owners of confidential information, disrupt our
operations and may harm our reputation, and ability to attract users.

The PRC government regulates the air-ticketing, travel agency, internet industries, and certain other
industries we operate in. If we fail to obtain or maintain all pertinent permits and approvals or if the
PRC government imposes more restrictions on these industries, our business may be adversely
affected.

The PRC government regulates the air-ticketing, travel agency, internet industries, and certain
other industries we operate in. We are required to obtain applicable permits or approvals from different
regulatory authorities to conduct our business, including separate licenses for value-added
telecommunications, travel agency, and internet-related activities. If we fail to obtain or maintain any
of the required permits or approvals in the future, we may be subject to various penalties, such as fines
or suspension of operations in these regulated businesses, which could severely disrupt our business
operations. As a result, our financial condition and results of operations may be adversely affected.

In particular, the Civil Aviation Administration of China and the NDRC regulate pricing of air
tickets. The Civil Aviation Administration also supervises commissions payable to air-ticketing
agencies together with the China Air Transport Association. If restrictive policies are adopted by the
Civil Aviation Administration, NDRC, or the China Air Transport Association, or any of their regional
branches, our air-ticketing revenue may be adversely affected.

In addition, the PRC government may promulgate new laws and regulations, interpretation of
existing laws and regulations, as well as regulatory guidance and policies. We may not be able to
always keep abreast of these developments, and we could be subject to regulatory or administrative
penalties and operational disruption if we are unable to comply with these laws, regulations, and
policies in a timely fashion, or at all. For example, the Standing Committee of the National People’s
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Congress promulgated the PRC E-Commerce Law (《中華人民共和國電子商務法》) on August 31,
2018, which took effect on January 1, 2019. Pursuant to the PRC E-Commerce Law, an e-commerce
platform operator must take joint liabilities with the relevant merchants operating on its platform and
may be subject to warnings and fines where it fails to take necessary measures when (i) it knows or
should have known that the products or services provided by the merchants operating 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 has been informed that the merchants
operating on its platform infringe any intellectual property rights of any other third party but has not
taken measures in time. In addition, with respect to products or services affecting the consumers’ life
and health, if an e-commerce platform operator fails to examine and verify the merchants’
qualification, or it fails to assure the consumers’ security, which results in damages to consumers, it
must take corresponding liabilities and may be subject to warnings and fines. Furthermore, pursuant to
a Tentative Administrative Measure on Online Travel Operation (《在線旅遊經營服務管理暫行規定》)
promulgated on August 20, 2020 by the PRC Ministry of Culture and Tourism and took effect on
October 1, 2020, the operator of online travel business, like us, must provide real and accurate travel
services information without false promotion and advertisement. The operator of online travel platform
must verify the identification, license, quality standard, credit rating, and other information of all travel
business operator registered on the platform. The online travel business operator must protect the
personal data privacy of travelers and cannot set unfair trading conditions based on consumption record
and preference by abusing data analyzing technology. The platform operator must also alert the
travelers for safety warning, and must take the liability if it fails to perform relevant obligations
requested by such administrative measures.

Furthermore, we provide online consumer finance services incidental to our core businesses.
Due to the relatively short history of China’s online consumer finance industry, the PRC government is
still in the process of establishing a comprehensive regulatory framework governing this industry. The
relevant rules and regulations governing this industry are general in nature and yet to be further
interpreted or supplemented. As a result, we cannot assure you that we will be able to obtain all
licenses and permits necessary for providing our online consumer finance services. In addition, we
may have to make significant changes to our operations from time to time in order to comply with
changing laws, regulations, and policies governing the online and travel industries in general and many
aspects of our business in particular, which may increase our cost of operation or limit our options of
service offering, which in turn may adversely affect our results of operations.

Our failure to comply with privacy and data protection laws and regulations in various jurisdictions
could subject us to sanctions, damages, and litigation, and could harm our reputation and business.

We collect and process certain personal data of our users, including email addresses, usage
data, identification information, user passwords, and additional information. We also collect and
process user billing information, such as credit card numbers, full names, billing addresses, and phone
numbers of our users.

We are subject to the privacy and data protection laws and regulations in various jurisdictions,
such as China and European Union. Privacy laws provide restrictions and guidance in connection with
our storage, use, processing, disclosure, transfer, and protection of personal information. We strive to
comply with all applicable laws, regulations, policies relating to privacy and data protection. We are
also subject to privacy and data security-related obligations deriving from our privacy policy and terms
of use with our users, and we may be liable to third parties in the event we are deemed to have
wrongfully processed, used, stored, disclosed, or otherwise disposed of personal data.

Data security and protection has become one of the policy focuses of PRC regulators. In
December 2012, the Standing Committee of the National People’s Congress promulgated the Decision
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to Enhance the Protection of Network Information (《全國人民代表大會常務委員會關於加強網絡信息保
護的決定》), or the Information Protection Decision, to enhance the protection of users’ personal
information in electronic form, which provides that internet information service providers must
expressly inform their users of the purpose, manner, and scope of the collection and use of users’
personal information by internet information service providers, publish the internet information service
providers’ standards for their collection and use of users’ personal information, and collect and use
users’ personal information only with the consent of the users and only within the scope of such
consent. The Information Protection Decision also mandates that internet information service providers
and their employees keep users’ personal information that they collect strictly confidential, and that
they must take such technical and other measures as are necessary to safeguard the information against
disclosure, damages, and loss. Pursuant to the Order for the Protection of Telecommunication and
Internet User Personal Information (《電信和互聯網用戶個人信息保護規定》) issued in July 2013 by
the PRC Ministry of Industry and Information Technology, or the MIIT, any collection and use of
users’ personal information must be subject to the consent of the users, abide by the principles of
legality, rationality, and necessity and the internet information service providers must expressly inform
the users of the purpose, manner, and scope of the collection, and use of users’ personal information.

We are subject to such requirements as we are operating website and mobile applications and
providing certain internet services mainly through our mobile applications. For example, the Notice on
Special Governance of Illegal Collection and Use of Personal Information via Apps (《關於開展App違
法違規收集使用個人信息專項治理的公告》) issued in January 2019 restates the requirement of legal
collection and usage of personal information, and encourages the app operators to conduct security
certifications. On November 28, 2019, the Measures to Identify Illegal Collection and Usage of
Personal Information by Apps (《App違法違規收集使用個人信息行為認定方法》) was promulgated,
and listed six types of illegal collection and usage of personal information, including “not publishing
rules on the collection and usage of personal information.” Since October 21, 2020, the Legislative
Affairs Committee of the National People’s Congress has publicly solicited opinions on the PRC
Personal Information Protection Law (Draft) (《中華人民共和國個人信息保護法（草案）》), which
sets forth detailed rules on handling personal information and legal responsibilities. As of the Latest
Practicable Date, the draft has not been formally adopted.

European Union traditionally takes a broader view as to what is considered personal
information and has imposed greater obligations under their privacy and data protection laws. In
particular, the European Union adopted a new General Data Protection Regulation in April 2016,
which became effective in May 2018. The General Data Protection Regulation results in more stringent
requirements for data processors and controllers, including more fulsome disclosures about the
processing of personal information, data retention limits, and deletion requirements, mandatory
notification in the case of a data breach, and elevated standards regarding valid consent in some
specific cases of data processing. The General Data Protection Regulation also includes substantially
higher penalties for failure to comply with the requirements. For example, in the event of violations, a
fine up to €20 million or up to 4% of the annual worldwide turnover, whichever is greater, may be
imposed. In addition to General Data Protection Regulation, when other future laws and regulations
relating to data privacy in China or other jurisdictions come into effect, the more stringent
requirements on privacy user notifications and data handling will require us to adapt our business and
incur additional costs.

Privacy concerns are becoming more widely acknowledged and may cause our users to resist
providing the personal data necessary to allow them to use our platform effectively. We have
implemented multiple measures and security protocols to maintain and improve our privacy protection
capability. However, measures we have implemented may not alleviate all potential privacy concerns
and threats. In addition, a failure by us or a third-party contractor providing services to us to comply
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with applicable privacy and data security laws, regulations, obligations, or our terms of use with our
users, may result in sanctions, statutory or contractual damages or litigation. These violations or
proceedings may, among other things, force us to spend money in defense or settlement, result in the
imposition of monetary liability or restrict access to our services from certain territory, which could
adversely affect our reputation and business.

We have incurred substantial indebtedness and may incur additional indebtedness in the future. We
may not be able to generate sufficient cash to satisfy our outstanding and future debt obligations.

We have incurred substantial indebtedness to execute our business operations and strategies. To
the extent that we were to settle or redeem our convertible notes in cash, our debt obligations would
become more substantial.

Our substantial indebtedness could have important consequences to you. For example, it could:

Š increase our vulnerability to adverse general economic and industry conditions;

Š require us to dedicate a substantial portion of our cash flow from operations to servicing
and repaying our indebtedness, thereby reducing the availability of our cash flow to fund
working capital, capital expenditures and other general corporate purposes; and

Š limit, along with the financial and other restrictive covenants of our indebtedness, among
other things, our ability to conduct additional financing activities, or increase the cost of
additional financing.

We may from time to time incur additional indebtedness and contingent liabilities. If we incur
additional debt, the risks that we face as a result of our substantial indebtedness and leverage could
intensify. For example, since 2018, we entered into asset backed securitization arrangements with
third-party financial institution and set up a securitization vehicle, which issued revolving debt
securities to third-party investors. In 2019 and 2020, we also obtained loan facilities from certain
financial institutions. In July 2020, we issued US$500 million in aggregate principal amount of 1.50%
exchangeable senior notes due 2027.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will
depend upon our future operating performance, which will be affected by prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. As a result,
we may not generate or obtain sufficient cash flow to meet our anticipated operating expenses and to
service our debt obligation as they become due.

We may face greater risk of doubtful accounts as our business increases in scale.

We provide credit terms to certain ecosystem partners, and also extend credit to our users by
making payments on behalf of them when they book travel products on our platform. Our accounts
receivable and other receivables have increased as our business grows. We cannot assure you that we
will be able to collect payment fully and in a timely manner on our outstanding receivables from our
ecosystem partners and users. As a result, we may face a greater risk of non-payment of our
receivables and, as our business grows in scale, we may need to make higher allowance for credit
losses. We recognized allowance for credit losses of RMB191 million for the year ended December 31,
2019, compared to RMB69 million for the year ended December 31, 2018, primarily due to (i) the
increase in our accounts receivable and other receivable, based on which we recognize our allowance
for credit losses, as a result of our business growth, and (ii) the adoption of the more conservative
method to recognize allowance for credit losses for our flight tickets, corporate travel, and other travel-
related services as of a result of our periodic review to reflect our business development. For the year
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ended December 31, 2020, we recognized allowance for credit losses of RMB700 million, primarily
for our ecosystem partners, such as airlines, hotels, and packaged-tour providers in China and globally.
Our allowance for credit losses increased in the first quarter of 2020 due to the significant negative
impacts on our business operation and our ecosystem partners as a result of the COVID-19 pandemic.
We experienced an increase in refunds from reservation cancellations, which we paid on behalf of our
ecosystem partners. Correspondingly, we recognized more allowance for credit losses for receivable of
such refunds to reflect the deterioration of credit risk profile of certain travel ecosystem partners. In
each of the third and fourth quarter of 2020, we recorded a reversal of allowance for credit losses for
our travel ecosystem partners reflecting the improvement in credit risk profile with domestic travel
industry recovery. In particular, we recorded reversal of allowance for credit losses for our ecosystem
partners, including major airlines in China as they gradually recovered from the COVID-19 pandemic.
Our operating results and financial condition may be materially and adversely affected if we are unable
to successfully manage our receivables.

Our accounting treatment for share-based compensation could continue to significantly reduce our
net income.

We have accounted for share-based compensation in accordance with ASC 718
“Compensation—Stock Compensation,” or ASC 718, which requires a public company to recognize,
as an expense, the fair value of share options and other share-based compensation to employees based
on the requisite service period of the share-based awards. We have granted share-based compensation
awards, including share options and restricted share units, to employees, officers and directors to
incentivize performance and align their interests with ours. See “Directors and Senior Management—
Compensation—Employees’ Share Incentive Plans.” As a result of the grants and potential future
grants under our share incentive plans, we had incurred in the past and expect to continue to incur in
future periods significant share-based compensation expenses. The amount of these expenses is based
on the fair value of the share-based awards.

Our board of directors has the discretion to change terms of any previously issued share options
and any such change may significantly increase the amount of our share-based compensation expenses
for the period that the change takes effect as well as those for any future periods. For example, in
December 2019, we completed a one-time modification of share options, pursuant to which each
eligible grantee could exchange every four of the share options that were granted under the 2007 Share
Incentive Plan and the Amended and Restated Global Incentive Plan with exercise price exceeding
US$40 (after the Share Subdivision) per ordinary share for one new option entitling each eligible
grantee to purchase one ordinary share at the exercise price of US$0.00125 (after the Share
Subdivision) with the original vesting schedules remaining unchanged. As a result of the modification,
the prior options to purchase 6,686,792 (after the Share Subdivision) ordinary shares were exchanged
for new options to purchase 1,672,208 (after the Share Subdivision) ordinary shares. In addition, with
the historic changes and extensions to our share incentive awards, the application of ASC 718 will
continue to have a significant impact on our net income. Further, future changes to various
assumptions used to determine the fair value of awards issued or the amount and type of equity awards
granted may also create uncertainty as to the amount of future share-based compensation expense.

The determination of the fair value changes of certain financial assets requires significant
management judgement and estimation based on unobservable inputs, which may lead to valuation
uncertainty and a change in the fair value of our long-term investments.

As of December 31, 2020, the Company had investments of RMB2,856 million classified under
Level 3 in the fair value hierarchy, or the Level 3 Investments. The fair values of the Level 3
Investments were determined by us based on an income approach utilizing various unobservable inputs
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which required significant judgment, determined by us, with respect to the assumptions and estimates
for the revenue growth rate, weighted average cost of capital, lack of marketability discounts, expected
volatility, and probability in equity allocation. Accordingly, such determination requires us to make
estimates and assumptions, which may be subject to material changes, and therefore inherently
involves a certain degree of uncertainty. Factors beyond our control, such as general economic
condition, changes in market interest rates, and stability of the capital markets, can significantly
influence and cause adverse changes to the estimates we used and thereby affect the fair value of the
level 3 Investments. Should any of the estimates and assumptions changed, there may be a change in
the fair value of our financial assets, which would materially and adversely affect our results of
operation and financial condition.

For further details, see Note 8 to the Accountant’s Report in Appendix I to this [REDACTED],
and “Financial Information—Critical Accounting Policies and Estimates—Fair value of available-for-
sale debt investments.”

Failure to maintain effective internal control over financial reporting could result in errors in our
published financial statements, which in turn could have a material adverse effect on the trading
price of our [REDACTED] ADSs.

We are subject to the reporting obligations under the U.S. securities laws. As required under
Section 404 of the Sarbanes-Oxley Act of 2002, the SEC has adopted rules requiring public companies
to include a report of management on the effectiveness of such companies’ internal control over
financial reporting in its annual report. In addition, an independent registered public accounting firm
for a public company must issue an attestation report on the effectiveness of the company’s internal
control over financial reporting. Our management conducted an evaluation of the effectiveness of our
internal control over financial reporting and concluded that our internal control over financial reporting
was effective as of December 31, 2020. In addition, our independent registered public accounting firm
attested the effectiveness of our internal control and reported that our internal control over financial
reporting was effective as of December 31, 2020. If we fail to maintain the effectiveness of our internal
control over financial reporting, we may not be able to conclude on an ongoing basis that we have
effective internal control over financial reporting in accordance with the Sarbanes-Oxley Act.
Moreover, effective internal control over financial reporting is necessary for us to produce reliable
financial reports. As a result, any failure to maintain effective internal control over financial reporting
could result in the loss of investor confidence in the reliability of our financial statements, which in
turn could negatively impact the trading price of our [REDACTED] ADSs. Furthermore, we may need
to incur additional costs and use additional management and other resources in an effort to comply
with Section 404 of the Sarbanes-Oxley Act and other requirements going forward.

We may need additional capital and we may not be able to obtain it.

We believe that our current cash and cash equivalents, short-term investments, cash flow from
operations and proceeds from our financing activities will be sufficient to meet our anticipated cash
needs for the foreseeable future. We may, however, require additional cash resources due to changed
business conditions or other future developments, including any investments or acquisitions we may
decide to pursue. If these resources are insufficient to satisfy our cash requirements, we may seek to
sell additional equity or debt securities or obtain a credit facility. The sale of additional equity
securities could result in additional dilution to our shareholders. The incurrence of indebtedness would
result in increased debt service obligations and could result in operating and financing covenants that
would restrict our operations. We cannot assure you that financing will be available in amounts or on
terms acceptable to us, if at all.
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In addition, the terms of future debt financing could result in more restrictive covenants, which
could further restrict our business operations. If we cannot raise additional funds when we need them,
our ability to continue to support our business and to respond to business challenges would be
significantly limited, and our business, results of operations, and financial condition would be
materially and adversely affected.

Fluctuation of fair value change of short-term investments we made may affect our results of
operations.

During the Track Record Period, we made short-term investments, representing (i) held-to-
maturity investments which are due in one year and stated at amortized cost; (ii) the investments issued
by commercial banks or other financial institutions with a variable interest rate indexed to the
performance of underlying assets within one year; and (iii) foreign currency forward contracts which
are short-term. Short-term investments are stated at fair value. Changes in the fair value are reflected in
our consolidated statements of income/(loss) and comprehensive income/(loss). The methodologies
that we use to assess the fair value of the short-term investments involve a significant degree of
management judgment and are inherently uncertain. In addition, we are exposed to credit risks in
relation to our short-term investments, which may adversely affect the net changes in their fair value.
We cannot assure you that market conditions will create fair value gains on our short-term investments
or we will not incur any fair value losses on our short-term investments in the future. If we incur such
fair value losses, our results of operations, financial condition and prospects may be adversely affected.

We have limited business insurance coverage in Greater China.

Insurance companies in Greater China offer limited business insurance products and generally
do not, to our knowledge, offer business liability insurance. Business disruption insurance is available
to a limited extent in Greater China, but we have determined that the risks of disruption, the cost of
such insurance, and the difficulties associated with acquiring such insurance make it impractical for us
to have such insurance. We may not have sufficient insurance coverage for business liabilities or
disruptions, and may need to bear the costs and expenses associated with any such events out of our
own resources.

RISKS RELATING TO OUR CORPORATE STRUCTURE

PRC laws and regulations restrict foreign investment in the travel agency and value-added
telecommunications businesses, and substantial uncertainties exist with respect to the application
and implementation of PRC laws and regulations.

We are a Cayman Islands incorporated company and a foreign person under PRC law. Due to
foreign ownership restrictions in the travel agency and value-added telecommunications industries, we
conduct part of our business through contractual arrangements with our consolidated affiliated Chinese
entities. These entities hold the licenses and approvals that are essential for our business operations.

In the opinion of our PRC Legal Advisor, our current ownership structure, the ownership
structure of our subsidiaries and our consolidated affiliated Chinese entities, and the contractual
arrangements among us, our subsidiaries, our consolidated affiliated Chinese entities and their
shareholders, as described in this document, are in compliance with existing PRC laws, rules and
regulations. There are, however, substantial uncertainties regarding the interpretation and application
of current or future PRC laws and regulations. Accordingly, we cannot assure you that PRC
government authorities will not ultimately take a view contrary to the opinion of our PRC Legal
Advisor due to the lack of official interpretation and clear guidance.
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If we and our consolidated affiliated Chinese entities are found to be in violation of any existing
or future PRC laws or regulations, the relevant governmental authorities would have broad discretion
in dealing with such violation, including, without limitation, levying fines, confiscating our income or
the income of our consolidated affiliated Chinese entities, revoking our business licenses or the
business licenses of our consolidated affiliated Chinese entities, requiring us and our consolidated
affiliated Chinese entities to restructure our ownership structure or operations, and requiring us or our
consolidated affiliated Chinese entities to discontinue any portion or all of our value-added
telecommunications or travel agency businesses. In particular, if the PRC government authorities
impose penalties that cause us to lose our rights to direct the activities of and receive economic benefits
from our consolidated affiliated Chinese entities, we may lose the ability to consolidate and reflect in
our financial statements the operation results of our consolidated affiliated Chinese entities. Any of
these actions could cause significant disruption to our business operations, and may materially and
adversely affect our business, financial condition, and results of operations.

According to the PRC Civil Code (《中華人民共和國民法典》) that came into effect on
January 1, 2021 and replaced the PRC Property Rights Law effective as of October 1, 2007, the
effectiveness of the pledges will be denied if the pledges are not registered. Under the equity pledge
agreements between our subsidiaries and the shareholders of our consolidated affiliated Chinese
entities, the shareholders of our consolidated affiliated Chinese entities pledged their respective equity
interests in these entities to our subsidiaries. The effectiveness of the pledges upon registration will be
recognized by PRC courts if disputes arise on certain pledged equity interests and that our subsidiaries’
interests as pledgees will prevail over those of third parties. Our equity pledges have been duly
registered with the relevant local branches of the SAMR.

Furthermore, we were aware that a China-based U.S.-listed company announced in 2012 that it
was subject to SEC’s investigation, which it believed was related to the consolidation of its
consolidated affiliated Chinese entities. Following the announcement, that issuer’s stock price declined
significantly. Although we are not aware of any actual or threatened investigation, inquiry or other
action by SEC, Nasdaq, or any other regulatory authority with respect to consolidation of our
consolidated affiliated Chinese entities, we cannot assure you that we will not be subject to any such
investigation or inquiry in the future. In the event we are subject to any regulatory investigation or
inquiry relating to our consolidated affiliated Chinese entities, including the consolidation of such
entities into our financial statements, or any other matters, we may need to spend significant amount of
time and expenses in connection with the investigation or inquiry, our reputation may be harmed
regardless of the outcome, and the trading price of our [REDACTED] ADS may materially decline or
fluctuate.

If our consolidated affiliated Chinese entities violate our contractual arrangements with them, our
business could be disrupted, our reputation may be harmed and we may have to resort to litigation to
enforce our rights, which may be time-consuming and expensive.

As the PRC government restricts foreign ownership of value-added telecommunications and
travel agency businesses in China, we depend on our consolidated affiliated Chinese entities, in which
we have no ownership interest, to conduct part of our business activities through a series of contractual
arrangements, which are intended to provide us with effective control over these entities and allow us
to obtain economic benefits from them. Although we have been advised by our PRC Legal Advisor,
that the contractual arrangements as described in this document are valid, binding, and enforceable
under current PRC laws, these arrangements are not as effective in providing control as direct
ownership of these businesses. For example, our consolidated affiliated Chinese entities could violate
our contractual arrangements with them by, among other things, failing to pay us for our consulting or
other services. In any such event, we would have to rely on the PRC legal system for the enforcement
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of those agreements, which could have uncertain results. Any legal proceeding could result in the
disruption of our business, damage to our reputation, diversion of our resources and incurrence of
substantial costs. See “—Risks Relating to Doing Business in China—Uncertainties with respect to the
PRC legal system could adversely affect us.”

The principal shareholders of our consolidated affiliated Chinese entities have potential conflict of
interest with us, which may adversely affect our business.

Some of our directors and officers were also the principal shareholders of our consolidated
affiliated Chinese entities as of the date of this document. Thus, conflict of interest between their duties
to our company and their interests in our consolidated affiliated Chinese entities may arise. We cannot
assure you that when conflict of interest arises, these persons will act entirely in our interests or that the
conflict of interest will be resolved in our favor. In addition, these persons could violate their
non-competition obligations under service contracts with us or their legal duties by diverting business
opportunities from us to others, resulting in our loss of corporate opportunities. In any such event, we
would have to rely on the PRC legal system for the enforcement of these agreements, which could
have uncertain results. Any legal proceeding could result in the disruption of our business, diversion of
our resources and incurrence of substantial costs. See “—Risks Relating to Doing Business in China—
Uncertainties with respect to the PRC legal system could adversely affect us.”

Our business may be significantly affected by the new PRC Foreign Investment Law.

The new PRC Foreign Investment Law was approved by the PRC National People’s Congress
on March 15, 2019 and became effective from January 1, 2020. The new PRC Foreign Investment Law
has repealed the PRC Wholly Foreign-owned Enterprise Law, the PRC Sino-foreign Equity Joint
Venture Law, and the PRC Sino-foreign Cooperative Joint Venture Law. Therefore, establishment and
operation of companies in China, including FIEs, will generally follow the PRC Company Law unless
specifically provided for in the new PRC Foreign Investment Law, in which case the provisions of the
new PRC Foreign Investment Law will prevail. In December 2019, the Implementing Regulation of the
Foreign Investment Law was promulgated by the State Council and became effective from January 1,
2020.

The new PRC Foreign Investment Law does not touch upon the relevant concepts and
regulatory regimes that were historically suggested for the regulation of VIE structures, and thus this
regulatory topic remains unclear thereunder. Therefore, substantial uncertainties with respect to its
implementation and interpretation exist, and it is also possible that the VIE entities will be deemed as
FIEs and be subject to restrictions in the future. Such restrictions may cause interruptions to our
operations and may incur additional compliance cost, which may in turn materially and adversely
affect our business, financial condition, and results of operations.

Our contractual arrangements with our consolidated affiliated Chinese entities may result in
adverse tax consequences to us.

As a result of our corporate structure and the contractual arrangements between us and our
consolidated affiliated Chinese entities, we are effectively subject to the 6% PRC value-added tax, or
VAT, on both revenues generated by our consolidated affiliated Chinese entities’ operations in China
and revenues derived from our contractual arrangements with our consolidated affiliated Chinese
entities. We might be subject to adverse tax consequences if the PRC tax authorities were to determine
that the contracts between us and our consolidated affiliated Chinese entities were not made on an
arm’s length basis and therefore constitute favorable transfer pricing arrangements. If this occurs, the
PRC tax authorities could request that our consolidated affiliated Chinese entities adjust their taxable
income upward for PRC tax purposes. Such an adjustment could adversely affect us by increasing our
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consolidated affiliated Chinese entities’ tax expenses without reducing our tax expenses, which could
subject our consolidated affiliated Chinese entities to late payment fees and other penalties for
underpayment of taxes, and/or result in the loss of the tax benefits available to our subsidiaries in
China. The EIT Law requires every enterprise in China to submit its annual enterprise income tax
return together with a report on transactions with its affiliates to the relevant tax authorities. The tax
authorities may impose reasonable adjustments on taxation if they have identified any related party
transactions that are inconsistent with arm’s length principles. As a result, our contractual
arrangements with our consolidated affiliated Chinese entities may result in adverse tax consequences
to us.

Our subsidiaries and consolidated affiliated Chinese entities in China are subject to restrictions on
paying dividends or making other payments to us, which may restrict our ability to satisfy our
liquidity requirements.

We are a holding company incorporated in the Cayman Islands. We rely on dividends from our
subsidiaries in China and consulting and other fees paid to us by our consolidated affiliated Chinese
entities. Under PRC laws and regulations, our subsidiaries and consolidated affiliated Chinese entities
in China are required to set aside at least 10% of their respective after-tax profit each year, if any, to
statutory reserve funds unless these reserve funds have reached 50% of the subsidiaries and
consolidated affiliated Chinese entities’ registered capital. These statutory reserve funds are not
distributable as cash dividends and dividends cannot be distributed until any losses from prior fiscal
years have been offset. Furthermore, as our subsidiaries and consolidated affiliated Chinese entities in
China incurred debt on their own behalf, some of the instruments governing the debt restrict their
ability to pay dividends or make other payments to us, which may restrict our ability to satisfy our
liquidity requirements.

Pursuant to the EIT Law, its implementing rules and a circular of Taxation on Several
Preferential Policies on Enterprise Income Tax issued by the PRC Ministry of Finance, or MOF, and
STA, in February 2008, the dividends declared out of the profits earned after January 1, 2008 by an
FIE to its immediate offshore holding company are subject to a 10% withholding tax unless such
offshore holding company’s jurisdiction of incorporation has a tax treaty with China that provides for a
different withholding arrangement, and certain supplementary requirements and procedures stipulated
by STA for such tax treaty are met and observed. Some of our subsidiaries in China are considered
FIEs that are directly or indirectly held by our subsidiaries in Hong Kong. According to the currently
effective tax treaty between mainland China and Hong Kong, dividends payable by an FIE in China to
a company in Hong Kong that directly holds at least 25% of the equity interests in the FIE will be
subject to a withholding tax of 5%.

Under the Notice of the State Taxation Administration on Issues regarding the Implementation
of the Dividend Provision in Tax Treaties (《國家稅務總局關於執行稅收協定股息條款有關問題的通
知》) promulgated in February 2009, the taxpayer needs to satisfy certain conditions to enjoy the
benefits under a tax treaty. These conditions include, but are not limited to: (i) the taxpayer must be the
beneficial owner of the relevant dividends, and (ii) the corporate shareholder to receive dividends from
the PRC subsidiaries must have met the direct ownership thresholds during the 12 consecutive months
preceding the receipt of the dividends. Further, the STA promulgated the Announcement of the Certain
Issues with Respect to the “Beneficial Owner” in Tax Treaties (《國家稅務總局關於稅收協定中 “受益
所有人” 有關問題的公告》) in February 2018, which sets forth certain detailed factors in determining
“beneficial owner” status, and specifically, if an applicant’s business activities do not constitute
substantive business activities, the applicant will not qualify as a “beneficial owner.”

Entitlement to a lower tax rate on dividends according to tax treaties or arrangements between
the PRC central government and governments of other countries or regions is further subject to the
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Administrative Measures for Non-Resident Taxpayers to Enjoy Treatments under Tax Treaties (《非居
民納稅人享受協定待遇管理辦法》) promulgated by the STA on October 14, 2019 and became effective
from January 1, 2020, which provides that non-resident enterprises are not required to obtain
pre-approval from the relevant tax authority in order to enjoy the reduced withholding tax. Instead,
non-resident enterprises and their withholding agents may, by self-assessment and on confirmation that
the prescribed criteria to enjoy the tax treaty benefits are met, directly apply the reduced withholding
tax rate, collect and retain relevant materials for reference in accordance with these treaties, and accept
supervision and management from the tax authorities afterwards. As a result, we cannot assure you that
we will be entitled to any preferential withholding tax rate under tax treaties for dividends received
from our PRC subsidiaries.

If we are classified as a PRC resident enterprise for PRC enterprise income tax purposes, such
classification could result in unfavorable tax consequences to us and our non-PRC shareholders
and ADS holders.

Under the EIT Law and its implementation rules, an enterprise established outside of China
with its “de facto management body” within China is considered a PRC resident enterprise and will be
subject to enterprise income tax at the rate of 25% on its worldwide income. The “de facto
management body” is defined as the organizational body that effectively exercises overall management
and control over production and business operations, personnel, finance and accounting, and properties
of the enterprise. It remains unclear how the PRC tax authorities will interpret such a broad definition.
If the PRC tax authorities determine that we should be classified as a PRC resident enterprise for PRC
tax purposes, our global income will be subject to income tax at a uniform rate of 25%, which may
have a material adverse effect on our financial condition and results of operations. Notwithstanding the
foregoing provision, the EIT Law also provides that, if a PRC resident enterprise directly invests in
another PRC resident enterprise, the dividends received by the investing PRC resident enterprise from
the invested PRC resident enterprise are exempted from income tax, subject to certain conditions.
However, it remains unclear how the PRC tax authorities will interpret the PRC tax resident treatment
of an offshore company with indirect ownership interests in PRC resident enterprises through
intermediary holding companies.

Moreover, under the EIT Law and its implementation rules, foreign shareholders and ADS
holders that are non-PRC resident enterprises may be subject to a 10% withholding tax upon dividends
payable by an entity that is considered as a PRC resident enterprise and gains realized on the sale or
other disposition of ADSs or Shares, if such income is considered as income derived from within
China. Any such tax would reduce the returns on your [REDACTED] in our [REDACTED] ADSs.
Furthermore, if we are deemed as a PRC resident enterprise, dividends paid to foreign ADS holders or
shareholders that are non-PRC individuals may be subject to a 20% withholding tax, and gain realized
on the sale or disposition of ADSs or ordinary shares of such foreign ADS holders or shareholders may
be subject to 20% withholding tax, if such income is considered as derived from within China.

Any PRC tax liability may be reduced by an applicable tax treaty, but it is unclear whether
non-PRC holders of Shares or ADSs would be able to obtain the benefits of any tax treaties between
their country of tax residence and China in the event that we are treated as a PRC resident enterprise.
Any such tax would reduce the returns on your [REDACTED] in our [REDACTED] ADSs.

If we exercise the option to acquire equity ownership in our consolidated affiliated Chinese entities,
such ownership transfer requires approval from or filings with PRC governmental authorities and
subject to taxation, which may result in substantial costs to us.

Pursuant to the relevant contractual arrangements, both of our PRC subsidiaries, Ctrip Travel
Information and Ctrip Travel Network (or their respective designees), have their respective exclusive
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rights to purchase all or any part of the equity interests in the applicable consolidated affiliated Chinese
entities of ours from the respective shareholders of these consolidated affiliated Chinese entities for a
price that is the higher of (i) the amount of capital contribution to such consolidated affiliated Chinese
entities, or the consideration paid in exchange for the equity interests in such consolidated affiliated
Chinese entities, or (ii) another minimum price as permitted by the then applicable PRC laws. Such
equity transfers may be subject to approvals from, or filings with, relevant PRC authorities. In addition,
the relevant equity transfer prices may be subject to review and adjustment for tax determination by the
relevant tax authorities. Moreover, the shareholders of our consolidated affiliated Chinese entities,
under the circumstances of such equity transfers, will be subject to PRC individual income tax on the
difference between the equity transfer prices and the then current registered capital of the relevant
consolidated affiliated Chinese entities. The shareholders of such consolidated affiliated Chinese
entities will pay, after deducting such taxes, the remaining amount to Ctrip Travel Information or Ctrip
Travel Network, as appropriate, under the applicable contractual arrangements. The amount to be
received by Ctrip Travel Information and Ctrip Travel Network may also be subject to enterprise
income tax. Any of the aforementioned tax amounts could be substantial. Similar risk is faced by
Qunar Software.

We face uncertainty with respect to indirect transfer of equity interests in PRC resident enterprises
by their non-PRC holding companies.

We face uncertainties regarding the reporting on and consequences of previous private equity
financing transactions involving the transfer and exchange of shares in our company by non-PRC
resident investors. According to the Notice on Strengthening Administration of Enterprise Income Tax
for Share Transfers by Non-PRC Resident Enterprises (《關於加強非居民企業股權轉讓所得企業所得稅
管理的通知》) issued by STA on December 10, 2009, or STA Circular 698, where a non-PRC resident
enterprise transfers the equity interests in a PRC resident enterprise indirectly through a disposition of
equity interests in an offshore holding company (other than a purchase and sale of shares issued by a
PRC resident enterprise in public securities market), or an Indirect Transfer, the non-PRC resident
enterprise, as the seller, may be subject to PRC enterprise income tax of up to 10% of the gains derived
from the Indirect Transfer in certain circumstances.

On February 3, 2015, STA issued Announcement on Several Issues Concerning the Enterprise
Income Tax on Indirect Property Transfers by Non-RPC Resident Enterprises (《關於非居民企業間接
轉讓財產企業所得稅若干問題的公告》), or STA Notice No. 7, to supersede the tax rules in relation to
the tax treatment of the Indirect Transfer, while the other provisions of STA Circular 698 irrelevant to
the Indirect Transfer remain in force. STA Notice No. 7 introduces a new tax regime that is
significantly different from that under a notice issued by STA Circular 698. It extends STA’s tax
jurisdiction to capture not only the Indirect Transfer as set forth under STA Circular 698 but also
transactions involving indirect transfer of (i) real properties in China and (ii) assets of an
“establishment or place” situated in China, by a non-PRC resident enterprise through a disposition of
equity interests in an offshore company. STA Notice No. 7 also extends the interpretation with respect
to the disposition of equity interests in an offshore company broadly. In addition, STA Notice No. 7
further clarifies how to assess reasonable commercial purposes and introduces safe harbors applicable
to internal group restructurings. However, it also brings challenges to both offshore transferor and
transferee as they are required to make self-assessment on whether an Indirect Transfer or similar
transaction should be subject to PRC tax and whether they should file or withhold any tax payment
accordingly. On October 17, 2017, the STA issued a Notice Concerning Withholding Income Tax of
Non-Resident Enterprise (《關於非居民企業所得稅源泉扣繳有關問題的公告》), or STA Notice No. 37,
which abolishes STA Circular 698 and certain provision of STA Notice 7. STA Notice No. 37 further
reduces the burden of withholding obligator, such as revocation of contract filing requirements and tax
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liquidation procedures, strengthens the cooperation of tax authorities in different places, and clarifies
the calculation of tax payable and mechanism of foreign exchange.

There is uncertainty as to the application of STA Notice No. 7 and STA Notice No. 37. In the
event that non-PRC resident investors were involved in our private equity financing transactions and
such transactions were determined by the competent tax authorities as lack of reasonable commercial
purposes, we and our non-PRC resident investors may become at risk of being taxed under and STA
Notice No. 7 and STA Notice No. 37 and may be required to expend costly resources to comply with
and STA Notice No. 7 and STA Notice No. 37, or to establish a case to be tax exempt under STA
Notice No. 7 and STA Notice No. 37, which may cause us to incur additional costs and may have a
negative impact on the value of your [REDACTED] in us.

The PRC tax authorities have discretion under STA Notice No. 7 and STA Notice No. 37 to
adjust the taxable capital gains based on the difference between the fair value of the transferred equity
interests and the investment cost. We may pursue acquisitions in the future that may involve complex
corporate structures. If we are deemed as a non-PRC resident enterprise under the EIT Law and if the
PRC tax authorities adjust the taxable income of the transactions under STA Notice No. 7 and STA
Notice No. 37, our income tax expenses associated with such potential acquisitions will increase,
which may have an adverse effect on our financial condition and results of operations.

RISKS RELATING TO DOING BUSINESS IN CHINA

Adverse changes in economic and political policies of the PRC government could have a material
adverse effect on the overall economic growth of China, which could adversely affect our business.

Substantially all of our operations are located in China. Accordingly, our business, prospects,
financial condition and results of operations may be influenced to a significant degree by political,
economic and social conditions in China generally and by continued economic growth in China as a
whole.

The Chinese economy differs from the economies of most developed countries in many
respects, including the amount of government involvement, level of development, growth rate, control
of foreign exchange and allocation of resources. Although the Chinese government has implemented
measures emphasizing the utilization of market forces for economic reform, the reduction of state
ownership of productive assets and the establishment of improved corporate governance in business
enterprises, a substantial portion of productive assets in China are still owned by the government. In
addition, the Chinese government continues to play a significant role in regulating industry
development by imposing industrial policies. The Chinese government also exercises significant
control over China’s economic growth through allocating resources, controlling payment of foreign
currency-denominated obligations, setting monetary policy and providing preferential treatment to
particular industries or companies.

While the Chinese economy has experienced significant growth over the past decades, growth
has been uneven, both geographically and among various sectors of the economy. The Chinese
government has implemented various measures to encourage economic growth and guide the
allocation of resources. Some of these measures may benefit the overall Chinese economy, but may
have a negative effect on us. For example, our financial condition and results of operations may be
adversely affected by government control over capital investments or changes in tax regulations. In
addition, in the past the Chinese government has implemented certain measures, including interest rate
increases, to control the pace of economic growth. These measures may cause decreased economic
activity in China. The growth rate of the Chinese economy has gradually slowed since 2010, and the
impact of the COVID-19 pandemic on the Chinese economy in 2020 is likely to be severe. Any
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prolonged slowdown in the Chinese economy may reduce the demand for our products and services
and materially and adversely affect our business and results of operations.

Inflation in China may disrupt our business and have an adverse effect on our financial condition
and results of operations.

The Chinese economy has experienced rapid expansion together with rising rates of inflation.
Inflation may erode disposable incomes and consumer spending, which may have an adverse effect on
the Chinese economy and lead to a reduction in business and leisure travel as the travel industry is
highly sensitive to business and personal discretionary spending levels. This in turn could adversely
impact our business, financial condition, and results of operations.

Future movements in exchange rates between U.S. dollars and Renminbi may adversely affect the
value of our Shares or ADSs.

The conversion of Renminbi into foreign currencies, including U.S. dollars, is largely based on
rates set by the People’s Bank of China. Renminbi has fluctuated against U.S. dollars, at times
significantly and unpredictably. The value of Renminbi against U.S. dollars and other currencies is
affected by changes in China’s political and economic conditions and by China’s foreign exchange
policies, among other things. We cannot assure you that Renminbi will not appreciate or depreciate
significantly in value against U.S. dollars in the future. It is difficult to predict how market forces or
PRC or U.S. government policy may impact the exchange rate in the future.

The majority of our revenues and cost are denominated in Renminbi, while a portion of our
financial assets, financial liabilities, and our dividend payments are denominated in U.S. dollars. Very
limited hedging options are available in China to reduce our exposure to exchange rate fluctuations.
We may use foreign exchange spot, forward, or other contracts to help hedge our exposure to foreign
currency risk where we deem necessary, and may adopt additional measures in the future to manage
such risk. Any significant revaluation of Renminbi or U.S. dollars may adversely affect our cash flows,
earnings and financial position, and the value of, and any dividends payable on, the ADSs. For
example, an appreciation of Renminbi against U.S. dollars would make any new Renminbi-
denominated investments or expenditures more costly to us, to the extent that we need to convert U.S.
dollars into Renminbi for such purposes. An appreciation of Renminbi against U.S. dollars would also
result in foreign currency translation losses for financial reporting purposes when we translate our U.S.
dollar-denominated financial assets into Renminbi, our reporting currency. Conversely, if we decide to
convert Renminbi into U.S. dollars for the purpose of making payments relating to financial liabilities
or making payments for dividends on our Shares or the ADSs or for other business purposes,
appreciation of U.S. dollars against Renminbi would have a negative effect on the U.S. dollar amount
available to us.

Restrictions on currency exchange may limit our ability to receive and use our revenues effectively.

Because the majority of our revenues are denominated in Renminbi, any restrictions on
currency exchange may limit our ability to use Renminbi-denominated revenues to fund our business
activities outside China or to make dividend payments in U.S. dollars. The principal PRC regulation
governing foreign currency exchange is the Regulations on Administration of Foreign Exchange, as
amended, or the Forex Regulations. Under the Forex Regulations, Renminbi is freely convertible for
trade- and service-related foreign exchange transactions, but not for direct investment, loan or
investment in securities outside China unless prior approval of the State Administration of Foreign
Exchange, or SAFE, is obtained. Although the PRC regulations now allow greater convertibility of
Renminbi for current account transactions, significant restrictions remain. For example, foreign
exchange transactions under our subsidiaries’ capital account, including principal payments in respect
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of foreign currency-denominated obligations, remain subject to significant foreign exchange controls
and the approval of SAFE. These limitations could affect our ability to obtain foreign exchange for
capital expenditures. We cannot be certain that the PRC regulatory authorities will not impose more
stringent restrictions on the convertibility of Renminbi, especially with respect to foreign exchange
transactions.

PRC regulations relating to the establishment of offshore special purpose vehicles by PRC residents
and the grant of employee stock options by overseas-listed companies may subject our PRC resident
shareholders to personal liability and limit our ability to inject capital into our PRC subsidiaries,
limit our subsidiaries’ ability to distribute profits to us, or otherwise adversely affect us.

SAFE issued the Circular of the SAFE on Foreign Exchange Administration for Financing and
Round-Trip Investments by Domestic Residents via Overseas Special Purpose Vehicles (《國家外匯管
理局關於境內居民通過境外特殊目的公司融資及返程投資外匯管理有關問題的通知》), or SAFE Circular
75, in October 2005 requiring PRC residents to register with the local SAFE branches before
establishing or controlling any company outside of China for the purpose of capital financing with
assets or equity interests in any onshore enterprise. On July 4, 2014, SAFE issued the Circular of the
SAFE on Foreign Exchange Administration of Overseas Investments and Financing and Round-Trip
Investments by Domestic Residents via Special Purpose Vehicles (《國家外匯管理局關於境內居民通過
特殊目的公司境外投融資及返程投資外匯管理有關問題的通知》), or SAFE Circular 37, which has
superseded SAFE Circular 75 and states that (i) a PRC resident, including a PRC resident natural
person or a PRC legal person, must register with the local branch of the SAFE before contributing its
assets or equity interest in domestic enterprises, or offshore assets or interests into a special purpose
vehicle, for the purpose of investment and financing; and (ii) when the special purpose vehicle
undergoes changes in basic information, such as changes of its PRC resident natural person
shareholders, name or operating period, or occurrence of a material event, such as change in share
capital, transfer or replacement of equity of a PRC resident natural person, performance of merger or
split, the PRC resident must register such change with the local branch of the SAFE in a timely
manner. If any PRC shareholder fails to make the required registration or update the previously filed
registration, the PRC subsidiary of that offshore parent company may be prohibited from distributing
their profits and the proceeds from any reduction in capital, share transfer, or liquidation to their
offshore parent company, and the offshore parent company may also be prohibited from injecting
additional capital into its PRC subsidiary. Moreover, failure to comply with the various foreign
exchange registration requirements described above could result in liability under PRC laws for
evasion of applicable foreign exchange restrictions.

We have notified holders of our Shares who we know are PRC residents to register with the
local SAFE branches as required under the applicable foreign exchange regulations. The failure or
inability of our PRC resident shareholders to comply with the registration procedures set forth therein
may subject them to fines and legal sanctions and may also limit our ability to contribute additional
capital into our PRC subsidiaries, limit our PRC subsidiaries’ ability to distribute profits to our
company or otherwise adversely affect our business.

On February 15, 2012, SAFE promulgated the Circular on Relevant Issues Concerning Foreign
Exchange Administration for Domestic Individuals Participating in an Employees Share Incentive Plan
of an Overseas-Listed Company (《國家外匯管理局關於境內個人參與境外上市公司股權激勵計劃外匯管
理有關問題的通知》), or the Share Incentive Rules, which replaced the prior circular in 2007, named
Application Procedure of Foreign Exchange Administration for Domestic Individuals Participating in
an Employee Stock Holding Plan or Stock Option Plan of an Overseas-Listed Company (《國家外匯管
理局綜合司關於印發<境內個人參與境外上市公司員工持股計劃和認股期權計劃等外匯管理操作規程>的
通知》). Under the Share Incentive Rules, PRC resident individuals who participate in a share
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incentive plan of an overseas publicly listed company are required to register with SAFE and complete
certain other procedures. All such participants need to retain a PRC agent through PRC subsidiaries to
register with SAFE and handle foreign exchange matters such as opening accounts, transferring and
settlement of the relevant proceeds. The Share Incentive Rules further require an offshore agent to be
designated to handle matters in connection with the exercise of share options and sale of shares for the
participants of share incentive plans. We and our PRC employees who have been granted stock options
are subject to the Share Incentive Rules. If we or our PRC optionees fail to comply with these
regulations, we or our PRC optionees may be subject to fines and legal sanctions.

Uncertainties with respect to the PRC legal system could adversely affect us.

We conduct our business primarily through our wholly-owned subsidiaries incorporated in
China. Our subsidiaries are generally subject to laws and regulations applicable to foreign investment
in China and, in particular, laws applicable to wholly foreign-owned enterprises, or WFOEs. In
addition, we depend on several consolidated affiliated Chinese entities in China to honor their service
agreements with us. Almost all of these agreements are governed by PRC law and disputes arising out
of these agreements are expected to be decided by arbitration in China. The PRC legal system is based
on written statutes. Prior court decisions may be cited for reference but have limited precedential value.
Since 1979, PRC legislation and regulations have significantly enhanced the foreign investments in
China. However, since the PRC legal system is still evolving, the interpretations of many laws,
regulations and rules are not always uniform and enforcement of these laws, regulations and rules
involve uncertainties, which may limit remedies available to us. In addition, any litigation in China
may be protracted and result in substantial costs and diversion of resources and management attention.
If we and our consolidated affiliated Chinese entities are found to be in violation of any existing or
future PRC laws or regulations, or fail to obtain or maintain any of the required permits or approvals,
the relevant PRC regulatory authorities would have broad discretion in dealing with such violations,
including restructuring. See “—Risks Relating to Our Corporate Structure—PRC laws and regulations
restrict foreign investment in the travel agency and value-added telecommunications businesses, and
substantial uncertainties exist with respect to the application and implementation of PRC laws and
regulations” and “Risks Relating to Our Corporate Structure—Our business may be significantly
affected by the new PRC Foreign Investment Law.”

Certain PRC regulations may make it more difficult for us to pursue growth through acquisitions.

Among other things, the Regulation on Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors (《關於外國投資者併購境內企業的規定》), or the M&A Rules, adopted by six PRC
regulatory agencies in 2006 and amended in 2009, and certain other regulations and rules concerning
mergers and acquisitions established additional procedures and requirements that could make merger
and acquisition activities by foreign investors more time-consuming and complex, including
requirements in some instances that the anti-monopoly law enforcement authority be notified in
advance of any change-of-control transaction in which a foreign investor takes control of a PRC
domestic enterprise.

Moreover, the PRC Anti-Monopoly Law (《中華人民共和國反壟斷法》) and Provisions of the
State Council on Thresholds for Reporting of Concentrations of Operators (《國務院關於經營者集中申
報標準的規定》) require that transactions which are deemed concentrations and involve parties with
specified turnover thresholds (for example, during the previous fiscal year, (i) the total global turnover
of all operators participating in the transaction exceeds RMB10 billion and at least two of these
operators each had a turnover of more than RMB400 million within China, or (ii) the total turnover
within China of all the operators participating in the concentration exceeded RMB2 billion and at least
two of these operators each had a turnover of more than RMB400 million within China) must be
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cleared by the anti-monopoly law enforcement authority before they can be completed. On February 7,
2021, the SAMR further issued the Anti-Monopoly Guidelines for the Internet Platform Economy
Sector (《關於平台經濟領域的反壟斷指南》) that aims at specifying some of the circumstances under
which an activity of internet platforms may be identified as monopolistic act as well as setting out
merger controlling filing procedures involving variable interest entities. Due to the uncertainties
associated with the evolving legislative activities and varied local implementation practices of anti-
monopoly and competition laws and regulations in the China, it may be costly to adjust some of our
business practice in order to comply with these laws, regulations, rules, guidelines and
implementations. If we are found to have violated the PRC Anti-Monopoly Law for failing to file the
notification of concentration and request for review, we could be subject to a fine of up to
RMB500,000, and the parts of the transaction causing the prohibited concentration could be ordered to
be unwound. Such unwinding could affect our business and financial results, and harm our reputation.
Further, if any of our business cooperation arrangements with Qunar are determined to have violated
the PRC Anti-Monopoly Law, we could be subject to sanctions including an order to cease the relevant
activities, confiscation of illegal gains and fines of 1% to 10% of our sales revenues from the previous
year. See “—Risks Relating to Our Business and Industry—Our strategy to acquire or invest in
complementary businesses and assets and establish strategic alliances involves significant risk and
uncertainties that may have a material adverse effect on our business, reputation, financial condition,
and results of operations.”

In addition, the Circular of the General Office of the State Council on the Establishment of
Security Review System for the Merger and Acquisition of Domestic Enterprises by Foreign Investors
(《國務院辦公廳關於建立外國投資者併購境內企業安全審查制度的通知》) issued on February 3, 2011,
and the Rules on Implementation of Security Review System for the Merger and Acquisition of
Domestic Enterprises by Foreign Investors (《商務部實施外國投資者併購境內企業安全審查制度的規
定》) issued by the PRC Ministry of Commerce, or MOFCOM, that became effective on September 1,
2011, require acquisitions by foreign investors of PRC companies engaged in military-related or
certain other industries that are crucial to national security be subject to security review before
consummation of any such acquisition. In December, 2020, the NDRC and the MOFCOM further
promulgated the Foreign Investment Security Review Measures (《外商投資安全審查辦法》), which
took effect on January 18, 2021. These measures require direct or indirect investment by foreign
investors of PRC companies engaged in military-related or certain other industries be subject to
security review before consummation of any such investment. “Certain other industries” refer to,
among others, important transportation services, important culture products and services, important
information technology and internet products and services, and important finance services that are
crucial to national security.

In order to grow our business, we may pursue potential strategic acquisitions that are
complementary to our business and operations. Complying with the requirements of these regulations
to complete such transactions could be time-consuming, and any required approval processes,
including obtaining approval or clearance from MOFCOM, may delay or inhibit our ability to
complete such transactions, which could affect our ability to expand our business or maintain our
market share.

It may be difficult for overseas regulators to conduct investigation or collect evidence within China.

Shareholder claims or regulatory investigation that are common in the United States or Hong
Kong generally are difficult to pursue as a matter of law or practicality in China. For example, in
China, there are significant legal and other obstacles to providing information needed for regulatory
investigations or litigations initiated outside China. Although the authorities in China may establish a
regulatory cooperation mechanism with the securities regulatory authorities of another country or
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region to implement cross-border supervision and administration, such cooperation with the securities
regulatory authorities in the Unities States may not be efficient in the absence of mutual and practical
cooperation mechanism. Furthermore, according to Article 177 of the PRC Securities Law, which
became effective in March 2020, no overseas securities regulator is allowed to directly conduct
investigation or evidence collection activities within the PRC territory. While detailed interpretation of
or implementation rules under this Article 177 have yet to be promulgated, the inability for an overseas
securities regulator to directly conduct investigation or evidence collection activities within China may
further increase the difficulties you face in protecting your interests.

PRC regulation of loans and direct investment by offshore holding companies to PRC entities may
delay or prevent us from using the proceeds from the offerings of any securities to make loans or
additional capital contributions to our PRC operating subsidiaries.

As an offshore holding company, our ability to make loans or additional capital contributions to
our PRC operating subsidiaries is subject to PRC regulations and approvals and there are restrictions
for us to make loans to our consolidated affiliated Chinese entities. These regulations and approvals
may delay or prevent us from using the proceeds we received in the past or will receive in the future
from the offerings of securities to make loans or additional capital contributions to our PRC operating
subsidiaries and our consolidated affiliated Chinese entities, and impair our ability to fund and expand
our business which may adversely affect our business, financial condition and result of operations.

For example, on March 30, 2015, SAFE promulgated a Circular on the Reforming of
Administrative Methods Regarding the Foreign Exchange Capital Settlement of Foreign-Invested
Companies (《國家外匯管理局關於改革外商投資企業外匯資本金結匯管理方式的通知》), or SAFE
Circular 19, which became effective on June 1, 2015 and replaced the Circular on the Relevant
Operating Issues Concerning the Improvement of the Administration of the Payment and Settlement of
Foreign Currency Capital of Foreign-Invested Enterprises (《關於完善外商投資企業外匯資本金支付結
匯管理有關業務操作問題的通知》), or SAFE Circular 142. Previously, pursuant to SAFE Circular 142,
the registered capital of an FIE settled in Renminbi converted from foreign currencies may only be
used within the business scope approved by the applicable government authority and may not be used
for equity investments in China, and the FIE may not change how it uses such capital without SAFE’s
approval, and may not in any case use such capital to repay Renminbi loans if they have not used the
proceeds of such loans in accordance with SAFE’s approval. Although SAFE Circular 19 restates
certain restrictions on the use of investment capital denominated in foreign currency by FIEs, it
specifies that the registered capital of an FIE whose main business is investment, denominated in
foreign currency, can be converted into Renminbi at the discretion of such FIE and can be used for
equity investment in China subject to the invested company’s filing of a reinvestment registration with
the relevant local SAFE. On June 9, 2016, SAFE issued the Circular on Reforming and Regulating the
Administrative Policy of the Settlement under Capital Accounts (《國家外匯管理局關於改革和規範資
本項目結匯管理政策的通知》), or SAFE Circular 16, which became effective on the same date.
Although SAFE Circular 16 further extends the reform to cover foreign currency income under capital
account, including capital, foreign debt and proceeds from offshore offering and listing, an FIE’s
foreign currency income and such income settled in Renminbi under the capital account cannot be used
directly and indirectly for any purposes out of the FIE’s business scope or in areas prohibited by laws
and regulations. According to the Circular on Further Promoting the Facilitation of Cross-Border Trade
and Investment (《國家外匯管理局關於進一步促進跨境貿易投資便利化的通知》) promulgated by
SAFE on October 23, 2019, or SAFE Circular 28, non-investment FIEs are allowed to use their capital
for equity investment in China provided that such investment is not in violation of the currently
effective Special Administrative Measures for Foreign Investment Access (Negative List) and the
target investment projects are truthful and compliant with relevant laws and regulations. According to
the Circular on Optimizing the Administration of Foreign Exchange to Support the Development of
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Foreign-related Business (《國家外匯管理局關於優化外匯管理支持涉外業務發展的通知》), or SAFE
Circular 8, issued by the SAFE on April 10, 2020, eligible enterprises are allowed to make domestic
payments using the income under their capital accounts generated from their capital, foreign debt and
overseas listing, without providing materials evidencing the authenticity in advance, provided that the
capital usage is authentic and compliant with the current capital account income usage management
regulations. The concerned bank is required to conduct spot checks in accordance with the relevant
requirements. However, the interpretation and enforcement of SAFE Circular 19, SAFE Circular 16,
SAFE Circular 28, and SAFE Circular 8 remained to be subject to uncertainty.

In light of the various requirements imposed by PRC regulations on loans to and direct
investment in PRC entities by offshore holding companies, we cannot assure you that we will be able
to complete the necessary government registrations or obtain the necessary government approvals on a
timely basis, if at all, with respect to future loans by us to our PRC subsidiaries or with respect to
future capital contributions by us to our PRC subsidiaries. If we fail to complete such registrations or
obtain such approvals, our ability to use the proceeds we received from our various offerings and to
capitalize or otherwise fund our PRC operations may be negatively affected, which could materially
and adversely affect our liquidity and our ability to fund and expand our business.

We have attempted to comply with the PRC regulations regarding licensing requirements. If the
PRC laws and regulations change, our business in China may be adversely affected. Any lack of
requisite approvals, licenses, or permits applicable to our business or any failure to comply with
applicable laws or regulations may materially and adversely affect our business, financial condition,
and results of operations.

The PRC government regulates the internet and related industry extensively and these internet-
related laws and regulations are relatively new and evolving. New laws and regulations applicable to
internet business and activities may be promulgated, and their interpretation and enforcement involve
significant uncertainties. If these new laws and regulations are promulgated, additional licenses may be
required for our online operations. As a result, under certain circumstances it may be difficult to
determine what actions or omissions constitute violations of applicable laws and regulations. If our
operations do not comply with these new regulations at the time they become effective, or if we fail to
obtain any licenses required under these new laws and regulations, we could be subject to penalties.

When entering into new businesses, we may encounter additional regulatory uncertainties. For
example, at the beginning of 2020, we launched our live streaming program to promote travel
destinations across China with the latest deals on hotels, flights, excursion tickets and other products.
On November 12, 2020, the National Radio and Television Administration promulgated a Notice on
Strengthening the Management of Online Show Live Streaming and E-commerce Live Streaming
(《關於加強網絡秀場直播和電商直播管理的通知》), which requests live streaming platforms for online
shows and e-commerce to be filed with the National Radio and Television Administration. However,
as this notice does not specifically define what live streaming platform for e-commerce is, it is unclear
whether our live streaming program mainly for the promotion of products sold on our own platform is
subject to the notice. Based on our consultation on January 28, 2021 with local counterpart of the
National Radio and Television Administration, the competent authority of regulating live streaming
business, the live streaming business that we currently operate on our platform is not subject to filing
with the National Radio and Television Administration, in accordance with this notice. The National
Radio and Television Administration is responsible for guiding the development and publicity of
online audio-visual program services, including live streaming businesses, supervising the audio-visual
programs transmitted by information networks and public carriers, reviewing their contents and
qualities, and conducting investigation and punishing on illegal online audio-visual program services.
Should the relevant authorities decide that we are subject to this notice, our live streaming business
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may be subject to more restrictions and will need to comply with additional requirements, which may
increase our compliance costs and adversely impact our business, financial condition, and results of
operations.

On November 13, 2020, the Cyberspace Administration of China promulgated a draft of
Administrative Measures on Internet Live Streaming Marketing Information Content Services for
public comment (《互聯網直播營銷信息內容服務管理規定(徵求意見稿)》). According to the draft, all
entities that conduct internet live streaming marketing services must be subject to the administration
and supervision of the Cyberspace Administration of China. This draft provides firstly the definition of
the live streaming marketing platform, which includes internet live streaming services platform,
internet audio-video services platform, and e-commerce platform, and requests the live streaming
marketing platform to be filed with the Cyberspace Administration of China and to report to local
counterpart of the Cyberspace Administration of China for security valuation. Meanwhile, the live
streaming marketing platform shall implement real-name registration system for all live streaming
operator on the platform.

In addition, the PRC government and regulatory authorities have adopted regulations governing
content contained within videos, live streaming, and other information over the internet. Under these
regulations, internet content providers are prohibited from posting or displaying content that, among
other things, violates PRC laws and regulations, impairs the national dignity of China or the public
interest, or is obscene, superstitious, fraudulent, violent, or defamatory on the internet. Any failure to
comply with these regulations may subject us to liability. We conduct content reviews regularly to
ensure the live streaming content on our platform comply with relevant laws and regulations, but we
cannot assure you that our review process will always guarantee zero violation of the content related
laws and regulations. Reports or publicity of content on our platform that are fraudulent, obscene,
superstitious, or otherwise inappropriate may result in negative publicity, harm to our brand or a
regulatory response that might have a material and adverse impact on our business.

The interpretation and application of existing PRC laws, regulations and policies and upcoming
new laws, regulations or policies relating to the internet industry have created substantial uncertainties
in the compliance of our business operations. We regularly communicate with the competent
government authorities to stay compliant with applicable laws and regulations. We plan to continue to
establish a real-name registration system and conduct necessary content review as an Internet
information services provider in accordance with current laws and regulations. If we fail to obtain or
maintain the proper approvals, licenses, or permits required by applicable laws and regulations, the
competent government authorities have the power, among other things, to levy fines, confiscate our
income, revoke our business licenses, require us to discontinue our relevant business or impose
restrictions on the affected portion of our business. Any of these actions by the PRC government may
have a material and adverse effect on our results of operations.

The continued growth of the Chinese internet market depends on the development of
telecommunications infrastructure.

Almost all access to the internet in China is state-owned, and telecommunication operations are
under MIIT’s administrative control and regulatory supervision. In addition, the national networks in
China connect to the internet through government-controlled international gateways. These
international gateways are the only channels through which a domestic PRC user can connect to the
international internet network. We rely on this infrastructure, primarily China Telecom and China
Unicom, to provide data communications capacity. Although the PRC government has announced
plans to aggressively develop the national information infrastructure, we cannot assure you that this
infrastructure will be developed, or that it will be sufficiently upgraded to meet the specifications of the
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existing or future technological advancement, such as 5G internet. In addition, we will have no access
to alternative networks and services, on a timely basis if at all, in the event of any infrastructure
disruption or failure. The internet infrastructure in China may not support the demands associated with
continued growth in internet usage.

In addition, we have no control over the costs of the services provided by telecommunication
service providers. If the prices we pay for telecommunications and internet services rise significantly,
our results of operations may be materially and adversely affected. Furthermore, if internet access fees
or other charges to internet users increase, some users may be prevented from accessing the mobile
internet and thus cause the growth of mobile internet users to decelerate. Such deceleration may
adversely affect our ability to continue to expand our user base and maintain our user experience.

Our ADSs may be delisted under the Holding Foreign Companies Accountable Act if the PCAOB is
unable to inspect auditors who are located in China. The delisting of our ADSs, or the threat of their
being delisted, may materially and adversely affect the value of your [REDACTED]. Additionally,
the inability of the PCAOB to conduct inspections deprives our investors with the benefits of such
inspections.

The Holding Foreign Companies Accountable Act, or the HFCAA, was enacted on
December 18, 2020. According to the HFCAA, if the SEC determines that we have filed audit reports
issued by a registered public accounting firm that has not been subject to inspection by the PCAOB for
three consecutive years beginning in 2021, the SEC will prohibit our shares or ADSs from being traded
on a national securities exchange or in the over-the-counter trading market in the United States.

Our auditor, the independent registered public accounting firm that issues the audit report
included elsewhere in this [REDACTED], as an auditor of companies that are traded publicly in the
United States and a firm registered with the PCAOB, is subject to laws in the United States pursuant to
which the PCAOB conducts regular inspections to assess its compliance with the applicable
professional standards. Since our auditor is located in China, a jurisdiction where the PCAOB has been
unable to conduct inspections without the approval of the PRC authorities, our auditor is currently not
inspected by the PCAOB.

The SEC has announced interim final rules relating to the implementation of certain disclosure
and documentation requirements of the HFCAA for certain commission-identified issuers on March
24, 2021. We are not required to comply with the rules until the SEC establishes new procedures to
identify such issuers. The SEC is seeking public comments on the disclosure and documentation
requirements and plans to separately address the identification process and trading prohibition
requirements in the HFCAA in the future. The SEC may propose additional rules or guidance that
could impact us if our auditor is not subject to PCAOB inspection for three consecutive years. For
example, on August 6, 2020, the President’s Working Group on Financial Markets, or the PWG, issued
the Report on Protecting United States Investors from Significant Risks from Chinese Companies to the
then President of the United States. This report recommended the SEC implement five
recommendations to address companies from jurisdictions that do not provide the PCAOB with
sufficient access to fulfil its statutory mandate. Some of the concepts of these recommendations were
implemented with the enactment of the HFCAA. However, some of the recommendations were more
stringent than the HFCAA. For example, if a company was not subject to PCAOB inspection, the
report recommended that the transition period before a company would be delisted would end on
January 1, 2022.

The SEC has announced that the SEC staff is preparing a consolidated proposal for the rules
regarding the implementation of the HFCAA and to address the recommendations in the PWG report.
It is unclear when the SEC will complete its rulemaking and when such rules will become effective and
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what, if any, of the PWG recommendations will be adopted. The implications of this possible
regulation in addition the requirements of the HFCAA are uncertain. Such uncertainty could cause the
market price of our ADSs to be materially and adversely affected, and our securities could be delisted
or prohibited from being traded “over-the-counter” earlier than would be required by the HFCAA. If
our securities are unable to be listed on another securities exchange by then, such a delisting would
substantially impair your ability to sell or purchase our ADSs when you wish to do so, and the risk and
uncertainty associated with a potential delisting would have a negative impact on the price of our
ADSs.

The PCAOB’s inability to conduct inspections in China prevents it from fully evaluating the
audits and quality control procedures of our independent registered public accounting firm. As a result,
we and [REDACTED] in our ordinary shares are deprived of the benefits of such PCAOB inspections.
The inability of the PCAOB to conduct inspections of auditors in China makes it more difficult to
evaluate the effectiveness of our independent registered public accounting firm’s audit procedures or
quality control procedures as compared to auditors outside of China that are subject to the PCAOB
inspections, which could cause investors and potential investors in our stock to lose confidence in our
audit procedures and reported financial information and the quality of our financial statements.

In May 2013, the PCAOB announced that it had entered into a Memorandum of Understanding
on Enforcement Cooperation with the CSRC and the PRC Ministry of Finance, which establishes a
cooperative framework between the parties for the production and exchange of audit documents
relevant to investigations undertaken by the PCAOB in China or by the CSRC or the PRC Ministry of
Finance in the United States. The PCAOB continues to be in discussions with the CSRC and the PRC
Ministry of Finance to permit joint inspections in China of audit firms that are registered with the
PCAOB and audit Chinese companies that trade on U.S. exchanges.

Proceedings instituted by SEC against the PRC affiliates of the Big Four accounting firms,
including our independent registered public accounting firm, could result in our financial
statements being determined to not be in compliance with the requirements of the Securities
Exchange Act of 1934, as amended.

Starting in 2011, the PRC affiliates of the Big Four accounting firms, including our independent
registered public accounting firm, were affected by a conflict between U.S. and PRC law. Specifically,
for certain U.S.-listed companies operating and audited in mainland China, the SEC and the PCAOB
sought to obtain from the PRC firms access to their audit work paper and other related documents. The
firms were, however, advised and directed that under PRC law, they could not respond directly to the
U.S. regulators on those requests, and that requests by foreign regulators for access to such papers in
China had to be channeled through the CSRC.

In December 2012, SEC brought administrative proceedings against the Big Four accounting
firms, including our independent registered public accounting firm in China, alleging that they had
refused to produce audit work papers and other documents related to certain other China-based
companies under SEC’s investigation for potential accounting fraud. On January 22, 2014, an initial
administrative law decision, or Initial Decision, was issued, censuring these accounting firms and
suspending four of the five firms from practicing before SEC for a period of six months. The
accounting firms filed a Petition for Review of the Initial Decision to SEC. On February 6, 2015, the
Big Four China-based accounting firms each agreed to a censure and to pay a fine to SEC to settle the
dispute and avoid suspension of their ability to practice before SEC and audit U.S.-listed companies.
The settlement required the firms to follow detailed procedures and to seek to provide SEC with access
to PRC firms’ audit documents via the CSRC. If future document productions fail to meet specified
criteria, during a period of four years starting from the settlement date, the SEC retained authority to
impose a variety of additional remedial measures on the firms depending on the nature of the failure.
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While we cannot predict if SEC will further review the four China-based accounting firms’
compliance with specified criteria or if the results of such a review would result in SEC imposing
penalties such as suspensions or restarting the administrative proceedings, if the accounting firms are
subject to additional remedial measures, our ability to file our financial statements in compliance with
SEC requirements could be impacted. A determination that we have not timely filed financial
statements in compliance with SEC requirements could ultimately lead to the delisting of our ADSs
from Nasdaq or the termination of the registration of our ADSs under the Securities Exchange Act of
1934, as amended, or the Exchange Act, or both, which would substantially reduce or effectively
terminate the trading of our ADSs in the United States.

Certain of our leasehold interests in leased properties have not been registered with the relevant
PRC government authorities as required by PRC law, which may expose us to potential fines.

Certain of our leasehold interests in leased properties have not been registered with the relevant
PRC government authorities as required by PRC law, which may expose us to potential fines if we fail
to remediate after receiving any notice from the relevant PRC government authorities. In case of failure
to register or file a lease, the parties to the unregistered lease may be ordered to make rectifications
(which would involve registering such leases with the relevant authority) before being subject to
penalties. The penalty ranges from RMB1,000 to RMB10,000 for each unregistered lease, at the
discretion of the relevant authority. We are unable to control whether and when the applicable lessors
will complete or cooperate with us to complete the registration in a timely manner. In the event that a
fine is imposed on both the lessor and lessee, and if we are unable to recover from the lessor any fine
paid by us, such fine will be borne by us.

RISKS RELATING TO OUR SHARES, OUR ADSS, AND THE LISTING

As a company applying for listing under Chapter 19C, we adopt different practices as to certain
matters as compared with many other companies listed on the Hong Kong Stock Exchange.

As we are applying for listing under Chapter 19C of the Hong Kong Listing Rules, we will not
be subject to certain provisions of the Hong Kong Listing Rules pursuant to Rule 19C.11, including,
among others, rules on notifiable transactions, connected transactions, share option schemes, content of
financial statements as well as certain other continuing obligations. In addition, in connection with the
Listing, we have applied for a number of waivers and/or exemptions from strict compliance with the
Hong Kong Listing Rules, the Companies (Winding Up and Miscellaneous Provisions) Ordinance, the
Takeovers Codes and the SFO. As a result, we will adopt different practices as to those matters as
compared with other companies listed on the Hong Kong Stock Exchange that do not enjoy those
exemptions or waivers. For additional information, see “Waivers and Exemptions.”

Furthermore, if 55% or more of the total worldwide trading volume, by dollar value, of our
Shares and ADSs over our most recent fiscal year takes place on the Hong Kong Stock Exchange, the
Hong Kong Stock Exchange will regard us as having a dual primary listing in Hong Kong and we will
no longer enjoy certain exemptions or waivers from strict compliance with the requirements under the
Hong Kong Listing Rules, the Companies (Winding Up and Miscellaneous Provisions) Ordinance, the
Takeovers Codes and the SFO, which could result in us having to amend our corporate structure and
Articles of Association and our incurring of incremental compliance costs.

The trading price of our ADSs has been and is likely to continue to be, [REDACTED], volatile,
which could result in substantial losses to holders of our Shares and/or the ADSs.

The trading price of our ADSs has been and is likely to continue to be volatile and could
fluctuate widely in response to a variety of factors, many of which are beyond our control.
[REDACTED]
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[REDACTED]. For example, the trading prices of our ADSs on the Nasdaq have ranged from
US$20.10 to US$51.91 per ADS in the Track Record Period, and the last reported trading price on the
Latest Practicable Date was US$39.63 per ADS. In addition, the performance and fluctuation of the
market prices of other companies with business operations located mainly in China, especially internet
and technology companies, that have listed their securities in Hong Kong and/or the United States may
affect the overall investor attitude towards Chinese public companies. The securities of some of these
companies have experienced and may continue to experience significant volatility, resulting from,
among other things, underperformance and deteriorating financial results, negative news or perceptions
about inadequate corporate governance practices, and fraudulent behaviors of such companies.

Consequently, the trading performance of our Shares and/or the ADSs may be adversely and
materially affected, regardless of our actual operation performance.

In addition to market and industry factors, the price and trading volume for [REDACTED] the
ADSs may be highly volatile for factors specific to our operation, including the followings:

Š the COVID-19 pandemic and its impact on the travel industry;

Š actual or anticipated fluctuations in our quarterly operating results and variations in our
results of operations that are not in line with market or research analyst expectations or
changes in financial estimates by securities research analysts;

Š conditions in the internet or travel industries;

Š announcements of studies and reports relating to the quality of our product and service
offerings or those of our competitors;

Š changes in the economic performance or market valuations of other internet or travel
companies or other companies that primarily operate in China;

Š changes in major business terms between our ecosystem partners and us;

Š announcements made by us or our competitors of new features or functionalities or other
product and service offerings, investments, acquisitions, strategic relationships, joint
ventures, or capital commitments;

Š press and other reports, whether or not true, about our business, our directors, senior
management, or other key employees, including negative reports published by short
sellers, regardless of their veracity or materiality to us;

Š litigation and regulatory allegations or proceedings that involve us and our directors;

Š additions to or departures of our management;

Š political or market instability or disruptions, and actual or perceived social unrest in the
markets where we operate;

Š fluctuations of exchange rates among the Renminbi, the Hong Kong dollar and the U.S.
dollar;

Š sales or perceived potential sales or other dispositions of existing or additional Shares and/
or ADSs or other equity or equity-linked securities;

Š any actual or alleged illegal acts of our directors, senior management, or other key
employees;

Š any share repurchase program;
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Š regulatory developments affecting us or our industry, users, licensors and other ecosystem
partners; and

Š market and volume fluctuations in the stock market in general.

In addition, the stock market in general experiences price and volume fluctuations that are often
unrelated or disproportionate to the operating performance of companies like us, such as the large
decline in share prices in the United States in early 2020. These market and industry fluctuations may
significantly affect the trading price of our [REDACTED] ADSs. In the past, following periods of
instability in the market price of a company’s securities, shareholders have often instituted securities
class action suits against that company. We may be the target of this type of litigation in the future.
Securities litigation against us could result in substantial costs and divert our management’s attention
from other business concerns, and, if adversely determined, could materially and adversely affect our
business, financial condition, and results of operations.

The different characteristics of the capital markets in Hong Kong and the United States may
negatively affect the trading prices of our [REDACTED] ADSs.

Upon the Listing, we will be subject to Hong Kong and United States regulatory requirements
concurrently. The Hong Kong Stock Exchange and Nasdaq have different trading hours, trading
characteristics (including trading volume and liquidity), trading and listing rules, and investor bases
(including different levels of retail and institutional participation). As a result of these differences, the
trading prices of our [REDACTED] ADSs may not be the same, even allowing for currency
differences. Fluctuations in the price of our ADSs due to circumstances peculiar to the U.S. capital
markets could materially and adversely affect the [REDACTED], or vice versa. Certain events having
significant negative impact specifically on the U.S. capital markets may result in a decline in the
[REDACTED] notwithstanding that such event may not impact the trading prices of securities listed
in Hong Kong generally or to the same extent, or vice versa. Because of the different characteristics of
the U.S. and Hong Kong capital markets, the historical market prices of our ADSs may not be
indicative of the trading performance of the Shares after the [REDACTED].

Exchange between our Shares and our ADSs may adversely affect the liquidity and/or trading price
of each other.

Our ADSs are currently traded on Nasdaq. Subject to compliance with U.S. securities law and
the terms of the Deposit Agreement, holders of our Shares may deposit Shares with the depositary in
exchange for the issuance of our ADSs. Any holder of ADSs may also withdraw the underlying Shares
represented by the ADSs pursuant to the terms of the Deposit Agreement for trading on the Hong Kong
Stock Exchange. In the event that a substantial number of Shares are deposited with the depositary in
exchange for ADSs or vice versa, the liquidity and trading price of our Shares on the Hong Kong Stock
Exchange and our ADSs on Nasdaq may be adversely affected.

The time required for the exchange between Shares and ADSs might be longer than expected and
investors might not be able to settle or effect any sale of their securities during this period, and the
exchange of Shares into ADSs involves costs.

There is no direct trading or settlement between Nasdaq and the Hong Kong Stock Exchange
on which our ADSs and the Shares are respectively traded. In addition, the time differences between
Hong Kong and New York and unforeseen market circumstances or other factors may delay the
deposit of Shares in exchange for ADSs or the withdrawal of Shares underlying the ADSs. Investors
will be prevented from settling or effecting the sale of their securities during such periods of delay. In
addition, there is no assurance that any exchange of Shares into ADSs (and vice versa) will be
completed in accordance with the timelines investors may anticipate.
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Furthermore, the depositary for the ADSs is entitled to charge holders fees for various services
including for the issuance of ADSs upon deposit of Shares, cancelation of ADSs, distributions of cash
dividends or other cash distributions, distributions of ADSs pursuant to share dividends or other free
share distributions, distributions of securities other than ADSs and annual service fees. As a result,
shareholders who exchange Shares into ADSs, and vice versa, may not achieve the level of economic
return the shareholders may anticipate.

Substantial future sales or perceived potential sales of ordinary shares, ADSs or other equity
securities in the public market could lower the market price for the ADSs and adversely impact the
price of the ADSs.

In the future, we may sell additional ordinary shares, ADSs or other equity securities to raise
capital, and our existing shareholders could sell substantial amounts of the ADSs, including those
issued upon the exercise of outstanding options, in the public market. We cannot predict the size of
such future issuance or the effect, if any, that they may have on the market price for the ADSs. The
issuance and sale of a substantial amounts of ordinary shares, ADSs, or other equity securities, or the
perception that such issuances and sales may occur, could adversely affect the market price of our
listed securities and impair our ability to raise capital through the sale of additional equity securities.

Provisions of our convertible notes could discourage an acquisition of us by a third party.

As of December 31, 2020, the aggregate principal amount of our outstanding convertible notes
was US$1.1 billion. Certain provisions of our convertible notes could make it more difficult or more
expensive for a third party to acquire us. The indentures for these convertible notes define a
“fundamental change” to include, among other things: (i) any person or group gaining control of our
company; (ii) our company merging with or into another company or disposing of substantially all of
its assets; (iii) any recapitalization, reclassification or change of our ordinary shares or the ADSs as a
result of which these securities would be converted into, or exchanged for, stock, other securities, other
property or assets; (iv) the adoption of any plan relating to the dissolution or liquidation of our
company; or (v) our ADSs ceasing to be listed on a major U.S. national securities exchange in certain
circumstances, subject to certain exceptions where the applicable consideration comprises U.S.-listed
common equity or ADSs. Upon the occurrence of a fundamental change, holders of these notes will
have the right, at their option, to require us to repurchase all of their notes or any portion of the
principal amount of such notes in integral multiples of US$1,000. In the event of a fundamental
change, we may also be required to issue additional ADSs upon conversion of our convertible notes.

As a company incorporated in the Cayman Islands, we are permitted to adopt certain home country
practices in relation to corporate governance matters that differ significantly from the Nasdaq
corporate governance listing standards; these practices may afford less protection to shareholders
than they would enjoy if we complied fully with the Nasdaq corporate governance listing standards.

As a Cayman Islands company listed on the Nasdaq, we are subject to the Nasdaq corporate
governance listing standards. However, Nasdaq rules permit a foreign private issuer like us to follow
the corporate governance practices of its home country. Certain corporate governance practices in the
Cayman Islands, which is our home country, may differ significantly from the Nasdaq corporate
governance listing standards. As we have chosen, or may from time to time to choose, to follow home
country practice exemptions with respect to certain corporate matters such as the requirement of
majority independent directors on our board of directors, our shareholders may be afforded less
protection than they otherwise would under the Nasdaq corporate governance listing standards
applicable to U.S. domestic issuers.
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We are a foreign private issuer within the meaning of the rules under the U.S. Exchange Act, and as
such we are exempt from certain provisions applicable to U.S. domestic public companies.

Because we qualify as a foreign private issuer under the U.S. Exchange Act, we are exempt
from certain provisions of the securities rules and regulations in the United States that are applicable to
U.S. domestic issuers, including:

Š the rules under the U.S. Exchange Act requiring the filing with the SEC of quarterly
reports on Form 10-Q or current reports on Form 8-K;

Š the sections of the U.S. Exchange Act regulating the solicitation of proxies, consents, or
authorizations in respect of a security registered under the U.S. Exchange Act;

Š the sections of the U.S. Exchange Act requiring insiders to file public reports of their stock
ownership and trading activities and liability for insiders who profit from trades made in a
short period of time; and

Š the selective disclosure rules by issuers of material nonpublic information under
Regulation FD.

We are required to file an annual report on Form 20-F within four months of the end of each
fiscal year. In addition, we intend to publish our results on a quarterly basis as press releases,
distributed pursuant to the rules and regulations of Nasdaq. Press releases relating to financial results
and material events will also be furnished to the SEC on Form 6-K. However, the information we are
required to file with or furnish to the SEC will be less extensive and less timely compared to that
required to be filed with the SEC by U.S. domestic issuers. As a result, you may not be afforded the
same protections or information that would be made available to you were you investing in a U.S.
domestic issuer.

As a Cayman Islands exempted company listed on Nasdaq, we are subject to Nasdaq corporate
governance listing standards. However, Nasdaq rules permit a foreign private issuer like us to follow
the corporate governance practices of its home country. Certain corporate governance practices in the
Cayman Islands, which is our home country, may differ significantly from Nasdaq corporate
governance listing standards. For example, neither the Companies Act (As Revised) of the Cayman
Islands nor our Memorandum and Articles requires a majority of our directors to be independent and
we could include non-independent directors as members of our compensation committee and
nominating committee, and our independent directors would not necessarily hold regularly scheduled
meetings at which only independent directors are present. We follow home country practice with
respect to annual meetings and do not hold an annual meeting of shareholders every year. We
undertake we will hold annual general meeting every year after the Listing for so long as our Company
remains listed on the Hong Kong Stock Exchange. If we choose to follow other home country practice
in the future, our shareholders may be afforded less protection than they otherwise would under
Nasdaq corporate governance listing standards applicable to U.S. domestic issuers.

You may face difficulties in protecting your interests, and your ability to protect your rights through
the U.S. federal courts or Hong Kong courts may be limited, because we are incorporated under
Cayman Islands law, and because we conduct the majority of our operations in China and because
the majority of our directors and officers reside outside of the United States.

We are incorporated in the Cayman Islands, and we conduct the majority of our operations in
China through our wholly-owned subsidiaries and several consolidated affiliated Chinese entities in
China. Most of our directors and officers reside outside of the United States or Hong Kong and most of
the assets of those persons are located outside of the United States or Hong Kong. As a result, it may
be difficult for you to effect service of process within the United States or Hong Kong upon these
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persons, or to bring an action against us or against these individuals in the Cayman Islands or in China
in the event you believe that your rights have been infringed under securities laws or otherwise. Even if
you are successful in bringing an action of this kind, the laws of the Cayman Islands and China may
render you unable to enforce a judgement against our assets or the asses of our directors and officers.
There is no statutory recognition in the Cayman Islands of Judgments obtained in the United States or
Hong Kong, although the courts of the Cayman Islands will, at common law, recognize and enforce a
foreign money judgment of a foreign court of competent jurisdiction without any re-examination of the
merits of the underlying dispute based on the principle that a judgment of a competent foreign court
imposes upon the judgment debtor an obligation to pay the liquidated sum for which such judgment
has been given, provided such judgment (i) is final and conclusive, (ii) is not in respect of taxes, a fine
or a penalty, and (iii) was not obtained in a manner and is not of a kind the enforcement of which is
contrary to natural justice or the public policy of the Cayman Islands. However, the Cayman Islands
courts are unlikely to enforce a judgment obtained from the U.S. courts under civil liability provisions
of the U.S. federal securities law or Hong Kong courts if such judgment is determined by the courts of
the Cayman Islands to give rise to obligations to make payments that are penal or punitive in nature. A
Cayman Islands court may stay enforcement proceedings if concurrent proceedings are being brought
elsewhere.

Our corporate affairs are governed by our Memorandum and Articles of Association and by the
Companies Act of the Cayman Islands, or the Companies Act, and the common law of the Cayman
Islands. The rights of shareholders to take legal action against us and our directors, actions by minority
shareholders, and the fiduciary responsibilities of our directors are to a large extent governed by the
common law the Cayman Islands. The common law of the Cayman Islands is derived in part from
comparatively limited judicial precedent in the Cayman Islands as well as from English common law,
which provides persuasive, but not binding, authority in a court in the Cayman Islands. The rights of
our shareholders and the fiduciary duties of our directors under Cayman Islands law are not as clearly
established as they would be under statutes or judicial precedents in some jurisdictions in the United
States or Hong Kong. In particular, the Cayman Islands has a less developed body of securities laws as
compared to the United States or Hong Kong. In addition, shareholders in Cayman Islands companies
may not have standing to initiate a shareholder derivative action in U.S. federal courts or Hong Kong
courts.

As a result, our public shareholders may have more difficulties in protecting their interests in
the face of actions by our management, directors or controlling shareholders than would shareholders
of a corporation incorporated in a jurisdiction in the United States or Hong Kong.

The voting rights of ADS holders are limited by the terms of the deposit agreement, and ADS
holders may not be able to exercise their right to direct how the ordinary shares represented by the
ADSs are voted.

Holders of the ADSs will not have any right to attend general meetings of our shareholders or
to cast any votes directly at such meetings, and will only be able to exercise the voting rights that
attach to the underlying ordinary shares represented by the ADSs indirectly by giving voting
instructions to the depositary in accordance with the provisions of the deposit agreement. Under the
deposit agreement, ADS holders may vote only by giving voting instructions to the depositary, as the
registered holder of the underlying ordinary shares which are represented by the ADSs. Upon receipt of
voting instructions from ADS holder, the depositary will endeavor to vote the underlying ordinary
shares in accordance with such instructions. Holder of the ADSs will not be able to directly exercise
any right to vote with respect to the underlying shares unless ADS holders withdraw the shares and
becomes the registered holder of such shares prior to the record date for the general meeting. Under our
memorandum and articles of association, the minimum notice period required to be given by our
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company to our registered shareholders for convening a general meeting is seven days. When a general
meeting is convened, there may not be a sufficient advance notice to enable ADS holders to withdraw
the underlying shares represented by the ADSs and become the registered holder of such shares prior
to the record date for the general meeting to allow ADS holder to attend the general meeting and to
vote directly with respect to any specific matter or resolution that is to be considered and voted upon at
the general meeting. In addition, under our memorandum and articles of association, for the purposes
of determining those shareholders who are entitled to attend and vote at any general meeting, our
directors may close our register of members and/or fix in advance a record date for such meeting, and
such closure of our register of members or the setting of such a record date may prevent you from
withdrawing the underlying shares which are represented by your ADSs and becoming the registered
holder of such shares prior to the record date, so that you would not be able to attend the general
meeting or to vote directly. Where any matter is to be put to a vote at a general meeting, if we ask it to,
the depositary will endeavor to notify ADS holders of the upcoming vote and arrange to deliver our
voting materials to ADS holders. We cannot assure that ADS holders will receive the voting materials
in time to ensure that ADS holders can instruct the depositary to vote the underlying shares that are
represented by the ADSs. In addition, the depositary and its agents are not responsible for failing to
carry out voting instructions or for the manner of carrying out voting instructions. This means that
ADS holders may not be able to exercise the right to direct the voting of the underlying shares that are
represented by the ADSs and there may be nothing ADS holders can do if the shares underlying the
ADSs are not voted as requested.

Under our deposit agreement, the depositary will give us a discretionary proxy to vote the
ordinary shares underlying the ADSs at shareholders’ meetings if ADS holders do not vote, unless we
have instructed the depositary that we do not wish a discretionary proxy to be given or any of the other
situations specified under the deposit agreement takes place. The effect of this discretionary proxy is
that ADS holders cannot prevent ordinary shares underlying the ADSs from being voted, absent the
situations described above, and it may make it more difficult for shareholders to influence the
management of our company. Holders of our ordinary shares are not subject to this discretionary
proxy.

The right of ADS holders to participate in any future rights offerings may be limited, which may
cause dilution to their holdings.

We may from time to time distribute rights to our shareholders, including rights to acquire our
securities. However, we cannot make rights available to ADS holders in the United States unless we
register the rights and the securities to which the rights relate under the Securities Act of 1933, as
amended, or the Securities Act, or an exemption from the registration requirements is available. Also,
under the deposit agreement, the depositary bank will not make these rights available to ADS holders
unless the distribution to ADS holders of both the rights and any related securities are either registered
under the Securities Act, or exempt from registration under the Securities Act. We are under no
obligation to file a registration statement with respect to any such rights or securities or to endeavor to
cause such a registration statement to be declared effective. Moreover, we may not be able to establish
an exemption from registration under the Securities Act. Accordingly, ADS holders may be unable to
participate in our rights offerings and may experience dilution in their holdings.

Holders of the ADSs may not receive distributions on ordinary shares or any value for them if it is
illegal or impractical to make them available to them.

The depositary has agreed to pay to ADS holders the cash dividends or other distributions it or
the custodian receives on ordinary shares or other deposited securities after deducting its fees and
expenses. ADS holders will receive these distributions in proportion to the number of ordinary shares
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the ADSs represent. However, the depositary is not responsible if it decides that it is unlawful or
impractical to make a distribution available to any holders of ADSs. We have no obligation to register
ADSs, ordinary shares, rights or other securities under U.S. securities laws. We also have no obligation
to take any other action to permit the distribution of ADSs, ordinary shares, rights or anything else to
holders of ADSs. This means that ADS holders may not receive the distribution we make on our
ordinary shares or any value for them if it is illegal or impractical for us to make them available to
them. These restrictions may have a material adverse effect on the value of the ADSs.

Holders of the ADSs may be subject to limitations on transfer of their ADSs.

The ADSs are transferable on the books of the depositary. However, the depositary may close
its transfer books at any time or from time to time when it deems expedient in connection with the
performance of its duties. In addition, the depositary may refuse to deliver, transfer or register transfers
of ADSs generally when our books or the books of the depositary are closed, or at any time if we or the
depositary thinks it advisable to do so because of any requirement of law or of any government or
governmental body, or under any provision of the deposit agreement, or for any other reason.

Provisions of our rights agreement could delay or prevent an acquisition of our company, even if the
acquisition would be beneficial to our shareholders.

In November 2007, we implemented a defense mechanism against potential hostile takeovers
through a shareholder rights plan pursuant to a rights agreement, which was subsequently amended.
The shareholder rights plan is accounted as dividend in our financial statements. Although the rights
plan will not prevent a takeover, it is intended to encourage anyone seeking to acquire our company to
negotiate with our board of directors prior to attempting a takeover by potentially significantly diluting
an acquirer’s ownership interest in our outstanding shares. As the shareholder rights plan generally
allows shareholders, except for the acquirer who triggers the exercise of Rights, to purchase additional
shares at significantly discounted market price, the potential dilution effect is dependent on the number
of shares purchased by the acquirer and other factors related to the acquisition, and may not be
estimated at this time. In addition, the existence of the rights plan may also discourage transactions that
otherwise could involve payment of a premium over prevailing market prices for the ADSs.

We are exposed to risks associated with the potential spin-off of one or more of our businesses.

We are exposed to risks associated with the potential spin-off of one or more of our businesses.
We have applied for[, and the Hong Kong Stock Exchange has granted], a waiver from strict
compliance with the requirements in paragraph 3(b) of Practice Note 15 to the Hong Kong Listing
Rules for any potential spin-off on the Hong Kong Stock Exchange within three years of the Listing.
While we currently have not identified any target for a spin-off listing on the Hong Kong Stock
Exchange, we may consider opportunities in a spin-off listing to bring value to our shareholders. The
waiver granted by the Hong Kong Stock Exchange is conditional upon confirmation with the Hong
Kong Stock Exchange prior to any spin-off that it would not render our Company, excluding the
business to be spun off, failing to meet the eligibility and suitability requirements under Rule 19C.05 of
the Hong Kong Listing Rules based on the financial information of the business to be spun off at the
time of the Listing, and where more than one business is to be spun off, the assessment will be made
on a cumulative basis. See “Waivers and Exemptions—Rules related to spin-off listings.”

[REDACTED]
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[REDACTED]
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