
REGULATIONS ON PROPERTY LEASE

On May 28, 2020, the National People’s Congress (the “NPC”) approved the Civil Code

(《中華人民共和國民法典》) (the “Civil Code”), came into effect on January 1, 2021 and

replaced the Property Law (《中華人民共和國物權法》), the Contract Law (《中華人民共和
國合同法》) and several other basic civil laws in the PRC. The Civil Code, which basically

follows the current regulatory principles of property rental industry, became the legal

foundation for the property rental services in the PRC. Prior to the effectiveness of the Civil

Code, the Property Law and the Contract Law have laid down the basic legal framework for

the property lease in China. The Civil Code sets out that (1) the creation, alteration, transfer

or termination of a real right of an immovable property shall be subject to registration in

accordance with the law, (2) the creation or transfer of a real right of a movable property shall

be subject to delivery in accordance with the law, (3) the creation or transfer of the real rights

of a movable shall come into effect upon delivery, unless otherwise prescribed by any law. A

lease contract is a contract under which the lessor delivers to the lessee the leased object for

the lessee to use or benefit therefrom, and the lessee pays the rent for the lease, (4) with the

consent of the lessor, the lessee may sublease the leased object to a third person, where the

lessee subleases the leased object, the lease contract between the lessee and the lessor shall

continue to be valid, and the lessee shall be liable to the lessor for compensation for any loss

caused to the leased object by the third person.

LAWS AND REGULATIONS RELATING TO AUCTION SEGMENT

According to the Auction Law of the People’s Republic of China (《中華人民共和國拍
賣法》) which was promulgated by the SCNPC on July 5, 1996 and implemented on January

1, 1997, and subsequently revised on August 28, 2004 and April 24, 2015, and the Measures

for the Administration of Auctions (《拍賣管理辦法》) (the “Administration of Auctions”)

which was promulgated by the MOFCOM on October 2, 1994 and implemented on October 2,

1994, and subsequently revised on December 2, 2004, October 28, 2015 and November 30,

2019, no auction house shall engage in any auction business before receiving an auction

business license. Commercial departments at local levels shall grant an enterprise that fulfills

relevant requirements with the Approval Certificate of Auction Business. If any articles or

property rights are prohibited for sale by laws or regulations, or their ownership or right of

disposition is in dispute, or they are goods under the Customs control for which Customs

formalities have not been completed, then the auction of such articles and property rights is

prohibited. An auction house shall have the right to verify itself or require the consignor to

specify in writing the sources and defects of the auction objects. Where an auction house and

consignor have declared, prior to the auction sale, that they cannot guarantee the authentication

or quality of an auction object, they shall be free from any warranty liability for the defects of

the object. However, if the auction house or the consignor clearly knows or should have known

that the auction object is defective, such disclaimer is invalid. The auction house shall exhibit

the auction objects for at least two days prior to the auction sale, except for fresh goods or other

perishable goods. After a transaction is concluded, the buyer and the auction house shall
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execute a written confirmation. The auction house shall keep the complete books of accounts,

auction record and other relevant information relating to business operations for no less than

five years, counting from the date of expiration of the contract for authorization of auction.

The competitive auction on our proprietary online bidding platform, which can be

accessed through jp.lr-amm.com, a website owned by us, is subject to the regulation of the

Administration of Auctions. However, since such competitive auction only applies to the sales

of our own IT devices on our proprietary online bidding platform, it does not constitute an

auction action for which an auction license should be obtained under the Administration of

Auctions. As such, we are not an auction company that accepts the entrustment of the consignor

to auction the consignor’s items, and we are not obliged to obtain an auction license for our

online bidding platform.

REGULATIONS RELATING TO COMPANY ESTABLISHMENT AND FOREIGN
INVESTMENT

The establishment, operation and management of corporate entities in the PRC is

governed by the Company Law of PRC (《中華人民共和國公司法》) (the “PRC Company
Law”), which was issued by the SCNPC on December 29, 1993, and became effective on

October 26, 2018. Limited liability companies and stock limited companies established in the

PRC shall be subject to the PRC Company Law. A foreign-invested company is also subject to

the PRC Company Law unless otherwise provided by the foreign investment laws. On

December 24, 2021, the draft amendment to the PRC Company Law was published for public

comments by the Standing Committee of the 13th National People’s Congress. The amendment

made systematic changes to the existing PRC company law. There are uncertainties regarding

the final form of these regulations as well as the interpretation and implementation thereof after

promulgation.

On March 15, 2019, the NPC approved the Foreign Investment Law of the PRC (《中華
人民共和國外商投資法》) (the “Foreign Investment Law”), which became effective on

January 1, 2020, and replaced the Sino-Foreign Equity Joint Venture Enterprise Law of the

PRC (《中華人民共和國中外合資經營企業法》), the Sino-Foreign Cooperative Joint Venture

Enterprise Law of the PRC (《中華人民共和國中外合作經營企業法》) and the Wholly

Foreign-Invested Enterprise Law of the PRC (《中華人民共和國外資企業法》). It becomes

the legal foundation for foreign investment in the PRC. On December 26, 2019, the State

Council issued the Regulations on Implementing the Foreign Investment Law of the PRC (《中
華人民共和國外商投資法實施條例》), which came into effect on January 1, 2020 and replaced

the Regulations on Implementing the Sino-Foreign Equity Joint Venture Enterprise Law of the

PRC (《中華人民共和國中外合資經營企業法實施條例》), Provisional Regulations on the

Duration of Sino-Foreign Equity Joint Venture Enterprise Law of the PRC (《中外合資經營企
業合營期限暫行規定》), the Regulations on Implementing the Wholly Foreign Invested

Enterprise Law of the PRC (《中華人民共和國外資企業法實施細則》) and the Regulations on

Implementing the Sino-foreign Cooperative Joint Venture Enterprise Law of the PRC (《中華
人民共和國中外合作經營企業法實施細則》).
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The Foreign Investment Law sets out the basic regulatory framework for foreign

investments and proposes to implement a management system of pre-establishment national

treatment with a negative list for foreign investments, which regulated that (i) foreign natural

persons, enterprises or other organizations (collectively the “Foreign Investors”) shall not

invest in any sector forbidden by the negative list for access of foreign investment, (ii) for any

sector restricted by the negative list, Foreign Investors shall conform to the investment

conditions provided in the negative list, and (iii) sectors not included in the negative list shall

be managed under the principle that domestic investment and foreign investment shall be

treated equally. The Foreign Investment Law also sets forth necessary mechanisms to facilitate,

protect and manage foreign investments and proposes to establish a foreign investment

information report system in which Foreign Investors or foreign-invested enterprises shall

submit the investment information to competent departments of commerce through the

enterprise registration system and the enterprise credit information publicity system. The

organization form and structure and operating rules of foreign-invested enterprises are subject

to the provisions of the PRC Company Law, the Partnership Enterprise Law of the PRC (《中
華人民共和國合夥企業法》) and other applicable laws, if applicable.

On December 30, 2019, the MOFCOM and the State Administration for Market

Regulation issued the Measures for the Reporting of Foreign Investment Information (《外商
投資信息報告辦法》), which came into effect on January 1, 2020 and replaced the Interim

Administrative Measures for the Record-filing of the Incorporation and Change of Foreign

invested Enterprises (《外商投資企業設立及變更備案管理暫行辦法》). Since January 1,

2020, for carrying out investment activities directly or indirectly in China, the foreign investors

or foreign-invested enterprises shall submit investment information to the commerce

administrative authorities through the Enterprise Registration System (企業登記系統) and the

National Enterprise Credit Information Publicity System (國家企業信用信息公示系統)

pursuant to these measures.

The Catalog for the Guidance of Foreign Investment Industries

Investments in the PRC by Foreign Investors and foreign-invested enterprises were

regulated by the Catalog for the Guidance of Foreign Investment Industries (《外商投資產業
指導目錄》), last repealed by the Special Administrative Measures (Negative List) for the

Access of Foreign Investment (2021 Version) (《外商投資准入特別管理措施(負面清單)(2021

年版)》) (the “Negative List 2021”) which was promulgated by the National Development and

Reform Commission and the MOFCOM on December 27, 2021 and became effective on

January 1, 2022 and the Catalog of Industries for Encouraging Foreign Investment (2020

Version) (《鼓勵外商投資產業目錄(2020年版)》) (the “Encouraging Catalog 2020”) which

was promulgated by the National Development and Reform Commission and the MOFCOM on

December 27, 2020 and became effective on January 27, 2021. Pursuant to the Encouraging

Catalog and the Negative List, foreign-invested projects are categorized as encouraged,

restricted and prohibited. Foreign-invested projects that are not listed in the Negative List are

permitted foreign invested projects.

REGULATORY OVERVIEW

– 125 –

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



Pursuant to the Negative List 2021, our business does not fall under such categories where

foreign investment is restricted or prohibited.

REGULATIONS RELATING TO M&A RULES

On August 8, 2006, six PRC regulatory agencies, including the MOFCOM, the

State-owned Assets Supervision and Administration Commission of the State Council, the SAT,

the SAMR, the CSRC and the SAFE, issued the Regulations on Mergers and Acquisitions of

Domestic Enterprises by Foreign Investors (《關於外國投資者併購境內企業的規定》) (the

“M&A Rules”), which took into effect on September 8, 2006 and were amended by the

MOFCOM on June 22, 2009. The M&A Rules, among other things, require that if an overseas

company established or controlled by PRC companies or individuals intends to acquire equity

interests or assets of any other PRC domestic company affiliated with such PRC companies or

individuals, such acquisition must be submitted to MOFCOM for approval. The M&A Rules

also require offshore special purpose vehicles formed for overseas listing purposes through

acquisitions of PRC domestic companies and controlled by PRC companies or individuals, to

obtain the approval of CSRC prior to publicly listing their securities on an overseas stock

exchange. After the Foreign Investment Law and its implementation regulations became

effective on January 1, 2020, the provisions of the M&A Rules remain effective to the extent

they are not inconsistent with the Foreign Investment Law and its implementation regulations.

REGULATIONS RELATING TO INTELLECTUAL PROPERTY

The Trademark Law

The Trademark Law of the PRC (《中華人民共和國商標法》) which was amended by the

SCNPC on April 23, 2019 and came into effect on November 1, 2019, and the Implementation

Rules of the Trademark Law of the PRC (《中華人民共和國商標法實施條例》) which was

adopted by the State Council on August 3, 2002 and amended on April 29, 2014, stipulate the

application, examination and approval, renewal, alternation, transfer, use and invalidation of

trademark registration, and protect the trademark rights entitled to trademark registrants. In

China, registered trademarks include commodity trademarks, service trademarks, collective

marks and certification marks.

The Trademark Office under the State Administration for Industry and Commerce of the

PRC (the China National Intellectual Property Administration has been established to

undertake the duties of the Trademark Office in March, 2018) handles trademark registrations

and grants a term of ten years to registered trademarks. Trademarks are renewable every ten

years where a registered trademark needs to be used after the expiration of its validity term.

An application of registration renewal shall be filed within twelve months prior to the

expiration of the term. A trademark registrant may license its registered trademark to another

party by entering into a trademark license contract. Trademark license agreements must be filed

with the Trademark Office for record. The licensor shall supervise the quality of the

commodities on which the trademark is used, and the licensee shall guarantee the quality of

such commodities. As with trademarks, the PRC Trademark Law has adopted a “first come,
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first file” principle with respect to trademark registration. Where trademark for which a

registration application has been made is identical or similar to another trademark which has

already been registered or been subject to a preliminary examination and approval for use on

the same kind of or similar commodities or services, the application for registration of such

trademark may be rejected. Any person applying for the registration of a trademark may not

prejudice the existing right first obtained by others, nor may any person register in advance a

trademark that has already been used by another party and has already gained a “sufficient

degree of reputation” through such party’s use.

The Patent Law

Pursuant to the Patent Law of the PRC (《中華人民共和國專利法》) which was

promulgated by the SCNPC on March 12, 1984, last amended on October 17, 2020 and came

into effect on June 1, 2021 as well as the Implementation Rules of the Patent Law of the PRC

(《中華人民共和國專利法實施細則》) promulgated by the China Patent Bureau Council on

January 19, 1985 and last amended by the State Council on January 9, 2010, patents in China

are divided into invention patent, utility models patent and design patent. Invention patent

refers to new technical solutions for a product, method or its improvement; utility patent refers

to new technical solutions for the shape, structure or the combination of both shape and

structure of a product, which is applicable for practical use; design patent refers to new designs

of the shape, pattern or the combination of shape and pattern, or the combination of the color,

the shape and pattern of a product with esthetic feeling and industrial application value.

Invention patent shall be valid for 20 years from the date of application while utility patent

shall be valid for ten years from the date of application, and design patent shall be valid for

fifteen years from the date of application. The patent right entitled to its owner shall be

protected by the laws. Any person shall be licensed or authorized by the patent owner before

using such patent. Otherwise, the use of which constitutes an infringement of the patent right.

In addition, the Patent Law of the PRC (Revised in 2020) (《中華人民共和國專利法
(2020年修訂) 》) has several substantial changes compared with the last revision of the Patent

Law, which came into effect on October 1, 2009, on the following aspects: (i) clarifying the

incentive mechanism for inventor or designer relating to service inventions; (ii) extending the

duration of design patent; (iii) establishing a new system of “open licensing” (開放許可); (iv)

improving the distribution of burden of proof in patent infringement cases; and (v) increasing

the compensation for patent infringement.

The Copyright Law

Pursuant to the Copyright Law of the PRC (《中華人民共和國著作權法》) which was

promulgated by the SCNPC on September 7, 1990 and last amended on November 11, 2020 and

came into effect on June 1, 2021, Chinese citizens, legal persons or other organizations shall,

whether published or not, enjoy copyright in their works, which include, among others, works

of literature, art, natural science, social science, engineering technology and computer software

created in writing or oral or other forms. A copyright holder shall enjoy a number of rights,

including the right of publication, the right of authorship and the right of reproduction.
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Pursuant to the Measures for the Registration of Computer Software Copyright (《計算
機軟件著作權登記辦法》) promulgated by the National Copyright Administration on February

20, 2002, and the Regulation on Computers Software Protection (《計算機軟件保護條例》)

promulgated by the State Council on June 4, 1991 and amended on January 30, 2013 and came

into effect on March 1, 2013, the National Copyright Administration is mainly responsible for

the registration and management of software copyright in China and recognizes the China

Copyright Protection Center as the software registration organization. The China Copyright

Protection Center shall grant certificates of registration to computer software copyright

applicants in compliance with the regulations of the Measures for the Registration of Computer

Software Copyright and the Regulation on Computers Software Protection.

Domain Names

Pursuant to the Administrative Measures for Internet Domain Names (《互聯網域名管理
辦法》) promulgated by the MIIT on August 24, 2017 and came into effect on November 1,

2017, establishing any domain name root server and institution for operating domain name root

servers, managing the registration of domain name and providing registration services in

relation to domain name within the territory of China shall be subject to the approval of the

MIIT or provincial, autonomous regional and municipal communications administration. The

registration of domain name shall follow the principle of “first apply, first register.” The Notice

of the Ministry of Industry and Information Technology on Regulating the Use of Domain

Names in Internet Information Services (《工業和信息化部關於規範互聯網信息服務使用域名
的通知》) promulgated by the MIIT on November 27, 2017 and came into effect on January

1, 2018 specifies the obligation of anti-terrorism and maintaining network security of internet

information service providers.

REGULATIONS RELATING TO INTERNET SECURITY, INFORMATION SECURITY
AND DATA PRIVACY

Regulations Relating to Internet Security

Internet information in China is regulated and restricted from a national security

standpoint. The SCNPC, enacted the Decisions on Maintaining Internet Security (《關於維護
互聯網安全的決定》) on December 28, 2000, and amended on August 27, 2009, which may

subject violators to criminal punishment in China for any effort to: (i) gain improper entry into

a computer or system of strategic importance; (ii) disseminate politically disruptive

information; (iii) leak state secrets; (iv) spread false commercial information; or (v) infringe

intellectual property rights. The Ministry of Public Security of the PRC has promulgated the

Administration Measures on the Security Protection of Computer Information Network with

International Connections (《計算機信息網絡國際聯網安全保護管理辦法》) on December 16,

1997 and the State Council of the PRC has amended it on January 8, 2011 to prohibit use of

the Internet in ways which, among other things, result in a leakage of state secrets or

infringement of the legitimate rights and interests of the state, the society, the community or

the citizens.
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On November 7, 2016, the SCNPC promulgated the Cyber Security Law of the PRC, or

the Cyber Security Law (《網絡安全法》), which became effective on June 1, 2017. The Cyber

Security Law requires network operators to comply with laws and regulations and fulfill their

obligations to safeguard security of the network when conducting business and providing

services. The Cyber Security Law further requires network operators to take all necessary

measures in accordance with applicable laws, regulations and compulsory national

requirements to safeguard the safe and stable operation of the networks, respond to cyber

security incidents effectively, prevent illegal and criminal activities, and maintain the integrity,

confidentiality and usability of network data.

Regulations Relating to Information Security and Data Privacy

On December 29, 2011, the MIIT issued Several Provisions on Regulating the Market

Order of Internet Information Services (《規範互聯網信息服務市場秩序若干規定》), which

became effective on March 15, 2021. Several Provisions on Regulating the Market Order of

Internet Information Services provides that an Internet information service provider may not

collect any user’s personal information or provide any such information to third parties without

such user’s consent. Pursuant to the Several Provisions on Regulating the Market Order of

Internet Information Services, Internet information service providers are required to, among

others, (i) expressly inform the users of the method, content and purpose of the collection and

processing of such users’ personal information and may only collect such information

necessary for the provision of its services; and (ii) properly maintain the users’ personal

information, and in case of any leak or possible leak of a user’s personal information, Internet

information service providers must take immediate remedial measures and, in severe

circumstances, make an immediate report to the telecommunications regulatory authority.

Pursuant to the Decision on Strengthening the Protection of Online Information (《關於
加強網絡信息保護的決定》), issued by the SCNPC in December 2012, and the Order for the

Protection of Telecommunication and Internet User Personal Information (《電信和互聯網用
戶個人信息保護規定》), issued by the MIIT in July 2013, any collection and use of any user

personal information must be subject to the consent of the user, and abide to the applicable law,

rationality and necessity of the business and comply with the requirement on the specified

purposes, methods and scopes in the applicable laws.

In addition, pursuant to Cyber Security Law of the PRC, the “personal information” refers

to all kinds of information recorded by electronic or otherwise that can be used to

independently identify or be combined with other information to identify individuals’ personal

information including but not limited to: individuals’ names, dates of birth, ID numbers,

biologically identified personal information, addresses and telephone numbers. The Cyber

Security Law also provides that: (i) to collect and use personal information, network operators

shall follow the principles of legitimacy, rightfulness and necessity, disclose rules of data

collection and use, clearly express the purposes, means and scope of collecting and using the

information, and obtain the consent of the persons whose data is gathered; (ii) network

operators shall neither gather personal information unrelated to the services they provide, nor

gather or use personal information in violation of the provisions of laws and administrative
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regulations or the scopes of consent given by the persons whose data is gathered; and shall

dispose of personal information they have saved in accordance with the provisions of laws and

administrative regulations and agreements reached with users; (iii) network operators shall not

divulge, tamper with or damage the personal information they have collected, and shall not

provide the personal information to others without the consent of the persons whose data is

collected. However, if the information has been processed and cannot be recovered, and thus

it is impossible to match such information with specific persons, such circumstance is an

exception. Furthermore, under the Cyber Security Law, network operators of key information

infrastructure shall store the personal information and important data collected and produced

during their operations in the PRC, within the territory of the PRC.

Pursuant to the Civil Code, the personal information of a natural person shall be protected

by the law. Any organization or individual that need to obtain personal information of others

shall obtain such information legally and ensure the safety of such information, and shall not

illegally collect, use, process or transmit personal information of others, or illegally purchase

or sell, provide or make public personal information of others.

On 10 June 2021, the SCNPC promulgated the Data Security Law of People’s Republic

of China (《中華人民共和國數據安全法》) (the “PRC Data Security Law”), which became

effective on 1 September 2021. Pursuant to the PRC Data Security Law, data refers to any

record of information in electronic or any other form and data processing, including but is not

limited to, the collection, storage, use, processing, transmission, provision, and public

disclosure of data. Industrial sector, telecommunications, transportation, finance, natural

resources, health, education, science and technology, and other departments shall undertake the

duty to supervise data security in their respective industries and fields. The PRC Data Security

Law stipulates that each organization or individual collecting data shall adopt legal and proper

methods, and shall not steal or obtain data by any illegal methods, and the data processing

activities shall comply with laws and regulations, respect social mores and ethics, comply with

commercial ethics and professional ethics, be honest and trustworthy, perform obligations to

protect data security, and undertake social responsibility; and it shall not endanger national

security, the public interest, or individuals’ and organizations’ lawful rights and interests.

According to the Measures for Cybersecurity Review (《網絡安全審查辦法》) which was

jointly promulgated by the CAC and other twelve PRC regulatory authorities on December 28,

2021 and effective in February 15, 2022, (i) the purchase of cyber products and services by

critical information infrastructure operators (the “CIIOs”) and the network platform operators

(the “Network Platform Operators”) who engage in data processing activities that affect or

may affect national security shall be subject to the cybersecurity review by the Cybersecurity

Review Office, which is responsible for the implementation of cybersecurity review under the

CAC and (ii) the Network Platform Operators possessing personal information data of more

than one million users that seek for listing in a foreign country are obliged to apply for a

cybersecurity review by the Cybersecurity Review Office. Further, the relevant governmental

authorities in the PRC may initiate cybersecurity review if such governmental authorities

determine the cyber products or services, and data processing activities affect or may affect the

national security.
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On November 14, 2021, the CAC publicly solicited opinions on the Regulations on the

Administration of Cyber Data Security (Draft for Comments) (《網絡數據安全管理條例(徵求
意見稿)》), or the Draft Data Security Regulations. According to the Draft Data Security

Regulations, data processors shall, in accordance with relevant state provisions, apply for

cybersecurity review if its intended listing in Hong Kong affects or may affect national

security. Furthermore, the Draft Data Security Regulations stipulate that data processors

processing personal information of more than one million users shall be subject to the various

requirements that apply to important data processors. As of the Latest Practicable Date, the

Draft Data Security Regulations have not been formally adopted.

REGULATIONS RELATING TO EMPLOYMENT AND SOCIAL WELFARE

The Labor Contract Law

Pursuant to the Labor Contract Law of the PRC (《中華人民共和國勞動合同法》), issued

on June 29, 2007, amended on December 28, 2012 and newly effective on July 1, 2013, labor

contracts shall be concluded in writing if labor relationships are to be or have been established

between enterprises or institutions and the laborers. Enterprises and institutions are forbidden

to force laborers to work beyond the time limit and employers shall pay laborers for overtime

work in accordance with national regulations. In addition, labor wages shall not be lower than

local standards on minimum wages and shall be paid to laborers in a timely manner.

According to the Labor Law of the PRC (《中華人民共和國勞動法》) promulgated on

July 5, 1994 and last amended and newly effective on December 29, 2018, enterprises and

institutions shall establish and improve their system of workplace safety and sanitation, strictly

abide by state rules and standards on workplace safety, educate laborers in labor safety and

sanitation in the PRC. Labor safety and sanitation facilities shall comply with state-fixed

standards. Enterprises and institutions shall provide laborers with a safe workplace and

sanitation conditions which are in compliance with state stipulations and the relevant articles

of labor protection.

Social Insurance and Housing Fund

As required under the Regulation of Insurance for Labor Injury (《工傷保險條例》)

promulgated on April 27, 2003, implemented on January 1, 2004 and amended on December

20, 2010, the Provisional Measures for Maternity Insurance of Employees of Corporations

(《企業職工生育保險試行辦法》) promulgated on December 14, 1994 and implemented on

January 1, 1995, the Decisions on the Establishment of a Unified Program for Basic Old-Aged

Pension Insurance of the State Council (《國務院關於建立統一的企業職工基本養老保險制度
的決定》) issued on July 16, 1997, the Decisions on the Establishment of the Medical

Insurance Program for Urban Workers of the State Council (《國務院關於建立城鎮職工基本
醫療保險制度的決定》) promulgated on December 14, 1998, the Unemployment Insurance

Measures (《失業保險條例》) promulgated on January 22, 1999 and the Social Insurance Law

of the PRC (《中華人民共和國社會保險法》) promulgated on October 28, 2010 and

implemented on July 1, 2011 and amended on December 29, 2018, enterprises are obliged to
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provide their employees in the PRC with welfare schemes covering pension insurance,

unemployment insurance, maternity insurance, labor injury insurance and medical insurance.

These payments are made to local administrative authorities and if employers fail to contribute,

they may be ordered to make up within a prescribed time limit and may be liable for a late

payment fee equal to 0.05% of the outstanding contribution amount for each day of delay.

In accordance with the Regulations on the Management of Housing Funds (《住房公積
金管理條例》) which was promulgated by the State Council on April 3, 1999 and amended on

March 24, 2002 and March 24, 2019, enterprises must register at the competent managing

center for housing funds and upon the examination by such managing center of housing funds,

and these enterprises shall complete procedures for opening an account at the relevant bank for

the deposit of employees’ housing funds. Enterprises are also required to pay and deposit

housing funds on behalf of their employees in full and in a timely manner. If an employer fails

to undertake contribution registration of housing provident fund or fails to go through the

formalities of opening housing provident fund accounts for its employees, the housing

provident fund management center shall order it to go through the formalities within a

prescribed time limit; where failing to do so at the expiration of the time limit, a fine of not

less than 10,000 yuan nor more than 50,000 yuan shall be imposed. Furthermore, if an

employer is overdue in the contribution of, or underpays, the housing provident fund, the

housing provident fund management center shall order it to make the contribution within a

prescribed time limit; where the contribution has not been made after the expiration of the time

limit, an application may be made to a people’s court for compulsory enforcement.

Pursuant to the Reform Plan of the State Tax and Local Tax Collection Administration

System (《國稅地稅徵管體制改革方案》), which was promulgated by the General Office of

the Communist Party of China and the General Office of the State Council of the PRC on July

20, 2018, from January 1, 2019, all the social insurance premiums including the premiums of

the basic pension insurance, unemployment insurance, maternity insurance, work injury

insurance and basic medical insurance will be collected by the tax authorities. According to the

Notice of the General Office of the State Taxation Administration on Conducing the Relevant

Work Concerning the Administration of Collection of Social Insurance Premiums in a Steady,

Orderly and Effective Manner (《國家稅務總局辦公廳關於穩妥有序做好社會保險費徵管有關
工作的通知》) promulgated on September 13, 2018 and the Urgent Notice of the General

Office of the Ministry of Human Resources and Social Security on Implementing the Spirit of

the Executive Meeting of the State Council in Stabilizing the Collection of Social Insurance

Premiums (《人力資源和社會保障部辦公廳關於貫徹落實國務院常務會議精神切實做好穩定社
保費徵收工作的緊急通知》) promulgated on September 21, 2018, all the local authorities

responsible for the collection of social insurance are strictly forbidden to conduct self-

collection of historical unpaid social insurance contributions from enterprises. Notice of the

State Administration of Taxation on Implementing the Several Measures to Further Support and

Serve the Development of Private Economy (《國家稅務總局關於實施進一步支持和服務民營
經濟發展若干措施的通知》) promulgated on November 16, 2018, repeats that tax authorities

at all levels may not organize self-collection of arrears of taxpayers including private

enterprises in the previous years.
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National Medical Insurance Program

The national medical insurance program was adopted pursuant to the Decision of the State

Council on the Establishment of the Urban Employee Basic Medical Insurance Program (《關
於建立城鎮職工基本醫療保險制度的決定》) issued by the State Council on December 14,

1998, under which all employers in urban cities are required to enroll their employees in the

Urban Employee Basic Medical Insurance Program and the insurance premium is jointly

contributed by the employers and employees. Pursuant to the Opinions on the Establishment

of the New Rural Cooperative Medical System (《關於建立新型農村合作醫療制度意見的通
知》) forwarded by the General Office of the State Council on January 16, 2003, China

launched the New Rural Cooperative Medical System to provide medical insurance for rural

residents in selected areas which has since spread to the whole nation. The State Council

promulgated the Guiding Opinions of the State Council about the Pilot Urban Resident Basic

Medical Insurance (《國務院關於開展城鎮居民基本醫療保險試點的指導意見》) on July 10,

2007, under which urban residents of the pilot district, rather than urban employees, may

voluntarily join Urban Resident Basic Medical Insurance. In 2015, the PRC government

announced the Outline for the Planning of the National Medical and Health Service System

(2015-2020) (《全國醫療衛生服務體系規劃綱要(2015-2020年)》) which aims to establish a

basic medical and health care system that covers both rural and urban citizens by 2020.

On January 3, 2016, the State Council issued the Opinions on Integrating the Basic

Medical Insurance Systems for Urban and Rural Residents (《國務院關於整合城鄉居民基本醫
療保險制度的意見》) to integrate the Urban Resident Basic Medical Insurance and the New

Rural Cooperative Medical System and the establishment of a unified Basic Medical Insurance

for Urban and Rural Residents, which will cover all urban and rural non-working residents

except for rural migrant workers and persons in flexible employment arrangements who

participate in the basic medical insurance for urban employees.

With regard to reimbursement for medical devices and diagnostic tests, the Notice of

Opinion on the Diagnosis and Treatment Management, Scope and Payment Standards of

Medical Service Facilities Covered by the National Urban Employees Basic Medical Insurance

Scheme (《關於印發城鎮職工基本醫療保險診療項目管理、醫療服務設施範圍和支付標準意見
的通知》) prescribes the coverage of diagnostic and treatment devices and diagnostic tests

where part of the fees is paid through the basic medical insurance scheme. It also includes a

negative list that precludes certain devices and medical services from governmental

reimbursement. Detailed reimbursement coverage and rate for medical devices and medical

services (including diagnostic tests and kits) are subject to each province’s local policies.

REGULATIONS RELATING TO FOREIGN EXCHANGE

The principal law governing foreign currency exchange in the PRC is the Regulations of

the PRC on Foreign Exchange Administration (《中華人民共和國外匯管理條例》), which

were promulgated by the State Council on January 29, 1996, came into effect on April 1, 1996,

and amended on January 14, 1997 and August 5, 2008 (the “Forex Regulations”). According

to the Forex Regulations, international payments in foreign currencies and transfers of foreign
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currencies under current account, such as payments of dividends or interests, shall not be

restricted. Foreign currency transactions under the capital account, such as direct investment

and capital contributions, are still subject to restrictions and require approvals from, or

registration with, the SAFE and other relevant PRC governmental authorities.

According to the Circular of the State Administration of Foreign Exchange on Issues

concerning the Administration of Foreign Exchange Involved in Overseas Listing (《國家外匯
管理局關於境外上市外匯管理有關問題的通知》) announced by the SAFE on December 26,

2014, the SAFE and its branch offices and administrative offices shall oversee, regulate and

inspect domestic companies regarding their business registration, opening and use of accounts,

trans-border payments and receipts, exchange of funds and other conducts involved in overseas

listing. Domestic company shall, within 15 working days upon the end of its public offering

overseas, handle registration formalities for overseas listing with the foreign exchange

authority at its place of registration with the required materials.

According to the Circular of the State Administration of Foreign Exchange on Reforming

and Regulating Policies on the Control over Foreign Exchange Settlement of 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》), the foreign exchange

receipts under capital accounts of domestic institutions are subject to discretionary settlement

policies. That the foreign exchange receipts under capital accounts (including foreign exchange

capital, foreign debts, and repatriated funds raised through overseas listing) subject to

discretionary settlement as expressly prescribed in the relevant policies may be settled with

banks according to the actual need of domestic institutions for business operations clearly

implemented in relevant policies. Domestic institutions may, at their discretion, settle up to

100% of foreign exchange receipts under capital accounts for the time being. The SAFE may

adjust the above proportion in due time according to balance of payments. While being eligible

for discretionary settlement of foreign exchange receipts under capital accounts, domestic

institutions may also opt to use their foreign exchange receipts according to the payment-based

settlement system. A bank shall, in handling each transaction of foreign exchange settlement

for a domestic institution according to the principle of payment-based settlement, review the

authenticity and compliance of the use of the fund settled in the previous transaction (including

discretionary settlement and payment-based settlement) of such institution. The funds shall not,

directly or indirectly, be used for expenditure beyond the enterprise’s business scope or

expenditure prohibited by laws and regulations of the State. Unless otherwise specified, the

funds shall not, directly or indirectly, be used for investments in securities or other investments

than banks’ principal-secured products. The funds shall not be used for the granting of loans

to non-affiliated enterprises, except where it is expressly permitted in the business license. The

funds shall not be used for the construction or purchase of real estate for purposes other than

self-use (except for real estate enterprises).
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According to the Circular on Optimizing Administration of Foreign Exchange to Support

the Development of Foreign-related Business (《關於優化外匯管理支持涉外業務發展的通
知》) issued by the SAFE on April 10, 2020, eligible enterprises are allowed to make domestic

payments by using their capital, foreign credits and the income under capital accounts of

overseas listing, with no need to provide the evidentiary materials concerning authenticity of

such capital for banks in advance, provided that their capital use shall be authentic and in line

with provisions, and conform to the prevailing administrative regulations on the use of income

under capital accounts. The concerned bank shall conduct spot checking in accordance with the

relevant requirements.

REGULATIONS RELATING TO FOREIGN EXCHANGE REGISTRATION OF
OVERSEAS INVESTMENT BY PRC RESIDENTS

On July 4, 2014, the SAFE promulgated the Notice on Relevant Issues Relating to

Domestic Residents’ Investment and Financing and Round-Trip Investment through Special

Purpose Vehicles (《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》) (the “SAFE Circular 37”) for the purpose of simplifying the approval process,

and for the promotion of the cross-border investment. Under the SAFE Circular 37, (i) before

the PRC residents or entities conducting investment in offshore special purpose vehicles with

their legitimate onshore and offshore assets or equities, they must register with local SAFE

branches with respect to their investments; and (ii) following the initial registration, they must

update their SAFE registrations when the offshore special purpose vehicle undergoes material

events relating to any change of basic information (including change of such PRC citizens or

residents, name and operation term, increases or decreases in investment amount, transfers or

exchanges of shares, or mergers or divisions).

The SAFE further promulgated the Notice of the State Administration of Foreign

Exchange on Further Simplifying and Improving the Policies of Foreign Exchange

Administration Applicable to Direct Investment (《國家外匯管理局關於進一步簡化和改進直
接投資外匯管理政策的通知》) (the “SAFE Circular 13”) on February 13, 2015, which came

into effect on June 1, 2015 and allows PRC residents or entities to register with qualified banks

in connection with their establishment or control of an offshore entity established for the

purpose of overseas investment or financing. The SAFE and its branches shall perform indirect

regulation over the foreign exchange registration via qualified banks. In the event that a PRC

shareholder holding interests in a special purpose vehicle fails to fulfill the required SAFE

registration, the PRC subsidiaries of that special purpose vehicle may be prohibited from

distributing profits to the offshore parent and from carrying out subsequent cross-border

foreign exchange activities, and the special purpose vehicle may be restricted in its ability to

contribute additional capital into its PRC subsidiary.
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Regulations Relating to Employee Stock Incentive Plan

On February 15, 2012, the SAFE promulgated the Notice of the State Administration of

Foreign Exchange on Issues concerning the Foreign Exchange Administration of Domestic

Individuals’ Participation in Equity Incentive Plans of Overseas Listed Companies (《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

Stock Option Rules. In accordance with the Stock Option Rules and relevant rules and

regulations, PRC citizens or non-PRC citizens residing in China for a continuous period of not

less than one year, who participate in any stock incentive plan of an overseas publicly listed

company, subject to a few exceptions, are required to register with the SAFE through a

domestic qualified agent, which could be a PRC subsidiary of such overseas listed company,

and complete certain procedures. We and our employees who are PRC citizens or who reside

in China for a continuous period of not less than one year and who participate in our stock

incentive plan will be subject to such regulation. In addition, the SAT has issued circulars

concerning employee share options or restricted shares. Under these circulars, employees

working in the PRC who exercise share options, or whose restricted shares vest, will be subject

to PRC individual income tax (the “IIT”). The PRC subsidiaries of an overseas listed company

have obligations to file documents related to employee share options or restricted shares with

relevant tax authorities and to withhold IIT of those employees related to their share options

or restricted shares. If the employees fail to pay, or the PRC subsidiaries fail to withhold, their

IIT according to relevant laws, rules and regulations, the PRC subsidiaries may face sanctions

imposed by the tax authorities or other PRC government authorities.

REGULATIONS RELATING TO TAX

Enterprise Income Tax

According to the Law of the PRC on Enterprise Income Tax (《中華人民共和國企業所得
稅法》), which was enacted on March 16, 2007, effective from January 1, 2008 and amended

on February 24, 2017 and December 29, 2018 and the Implementation Regulations for the

Enterprise Income Tax Law of the PRC (《中華人民共和國企業所得稅法實施條例》), which

was enacted on December 6, 2007 by the State Council, became effective on January 1, 2008

and was amended on April 23, 2019 (collectively, the “EIT Law”), taxpayers consist of

resident enterprises and non-resident enterprises. Resident enterprises are defined as

enterprises that are established in China in accordance with PRC laws, or that are established

in accordance with the laws of foreign countries but whose actual or de facto control is

administered from within the PRC. Non-resident enterprises are defined as enterprises that are

set up in accordance with the laws of foreign countries and whose actual administration is

conducted outside the PRC, but have established institutions or premises in the PRC, or have

not established such institutions or premises but have income generated from inside the PRC.

Under the EIT Law and relevant implementing regulations, a uniform Enterprise income tax

rate of 25% is applicable. However, if non-resident enterprises have not formed permanent

establishments or premises in the PRC, or if they have formed permanent establishment
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institutions or premises in the PRC but there is no actual relationship between the relevant

income derived in the PRC and the established institutions or premises set up by them, the

enterprise income tax is, in that case, set at the rate of 10% for their income sourced from

inside the PRC.

Value-added Tax and Business Tax

Pursuant to the Circular on Comprehensively Promoting the Pilot Program of the

Collection of Value-added Tax in Lieu of Business Tax (《關於全面推開營業稅改徵增值稅試
點的通知》) promulgated by the SAT and MOF on March 23, 2016 and effective from May 1,

2016 (as amended), the pilot program of the collection of value-added tax in lieu of business

tax shall be promoted nationwide in a comprehensive manner as of May 1, 2016, and the VAT

rate of cultural creativity industry, categorized in modern service industry, is 6%.

The Provisional Regulations of PRC Concerning Value-added Tax (《中華人民共和國增
值稅暫行條例》) (the “VAT Regulations”) was promulgated by the State Council on

December 13, 1993 and amended on November 10, 2008, February 6, 2016 and November 19,

2017. The Implementing Rules for the Interim Regulations of the PRC on Value-added Tax

(《中華人民共和國增值稅暫行條例實施細則》) (the “Implementing Rules on VAT”) was

promulgated by the MOF on December 25, 1993, first amended on December 15, 2008 and

came into effect on January 1, 2009, subsequently amended on October 28, 2011 and effective

on November 1, 2011. Under the VAT Regulations and Implementing Rules on VAT, entities

and individuals selling goods, providing labor services of processing, repairing or

maintenance, or selling services, intangible assets or real property in China, or importing goods

to China, shall be identified as taxpayers of value-added tax, and shall pay value-added tax.

Unless stated otherwise, for VAT payers who are selling or importing goods, and providing

processing, repairs and replacement services in the PRC, the tax rate shall be 17%, in certain

limited circumstances, 11%.

According to the Interim Regulations of the PRC on Business Tax (《中華人民共和國營
業稅暫行條例》) (the “BT Regulations”) promulgated by the State Council on December 13,

1993 and amended on November 10, 2008, all units and individuals providing taxable services

as prescribed in the BT Regulations, transferring intangible assets or selling immovable

properties within the territory of the PRC shall be taxpayers of business tax, and shall pay

business tax in accordance with these Regulations. For taxpayers providing services,

transferring intangible assets or selling immovable properties under different tax items, the

turnover, transfer and sales volume under different tax items shall be accounted for

respectively. Where the turnover has not been accounted for respectively, a higher tax rate shall

apply. The BT Regulations has been abolished by the State Council on November 19, 2017.

According to the Notice of the MOF and the SAT on the Adjustment to VAT Rates (《財
政部、國家稅務總局關於調整增值稅稅率的通知》) which was promulgated by MOF and SAT

on April 4, 2018 and came into effect on May 1, 2018, the deduction rates of 17% and 11%

applicable to the taxpayers who have VAT taxable sales activities or imported goods are

adjusted to 16% and 10%, respectively. According to the Announcement on Policies for
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Deepening the VAT Reform (《關於深化增值稅改革有關政策的公告》) which was

promulgated by the MOF, the SAT and General Administration of Customs on March 20, 2019

and became effective on April 1, 2019, for general VAT payers’ sales activities or imports that

are subject to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate is

adjusted to 13% or 9% respectively.

Withholding Tax on Dividend Distribution

Furthermore, pursuant to the EIT Law and the Implementation Rules on the Enterprise

Income Tax of the PRC (《中華人民共和國企業所得稅法實施條例》) which were promulgated

on December 6, 2007 and with effect from January 1, 2008 and amended on April 23, 2019,

a withholding tax rate of 10% will be applicable to any dividend payable by foreign-invested

enterprises to their non-PRC enterprise investors. In addition, pursuant to the Arrangement

between Mainland China and the Hong Kong Special Administrative Region for the Avoidance

of Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income (《內
地和香港特別行政區關於對所得避免雙重徵稅和防止偷漏稅的安排》) signed on August 21,

2006, and applicable in Hong Kong to income derived in any year of assessment commencing

on or after April 1, 2007 and in mainland China to any year commencing on or after January

1, 2007, a company incorporated in Hong Kong will be subject to withholding income tax at

a rate of 5% on dividends it receives from its PRC subsidiaries, if it holds a 25% or more of

equity interest in each such PRC subsidiary at the time of the distribution, or 10% if it holds

less than a 25% equity interest in that subsidiary. According to the Notice of the SAT on Issues

regarding the Implementation of Dividend Provisions 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》), which was promulgated on February 20, 2009,

recipients of dividends paid by PRC enterprises must satisfy certain requirements in order to

obtain a preferential income tax rate pursuant to a tax treaty, such as the taxpayer must be the

“beneficiary owner” of relevant dividends. In order for a corporate recipient of dividends paid

by a PRC enterprise to enjoy preferential tax treatment pursuant to a tax treaty, such recipient

must be the direct owner of a certain proportion of the share capital of the PRC enterprise at

all times during the 12 months preceding its receipt of the dividends. In addition, the

Announcement of the State Administration of Taxation on Issues concerning 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》)

promulgated on February 3, 2018 and became effective on April 1, 2018, defined the

“beneficial owner” as a person who owns or controls income or the rights or property based

on which the income is generated, and introduced various factors to adversely impact the

recognition of such “beneficiary owners”. On August 27, 2015, the SAT issued the

Announcement of the State Administration of Taxation on Promulgation of the “Administrative

Measures on Entitlement of Non-residents to Treatment under Tax Treaties” (《國家稅務總局
關於發佈<非居民納稅人享受協定待遇管理辦法>的公告》), effective on November 1, 2015,

and amended on June 15, 2018, and October 14, 2019 (the last amendment came into effect on

January 1, 2020), which applies to entitlement to tax treaty benefits by non-resident taxpayers

incurring tax payment obligation in the PRC. According to the Administrative Measures on

Entitlement of Non-residents to Treatment under Tax Treaties, non-resident taxpayers who

make their own declaration shall make self-assessment regarding whether they are entitled to

tax treaty benefits, and submit the relevant materials stipulated in Article 7 of the Measures.
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REGULATIONS RELATING TO PRODUCT LIABILITY AND PROTECTION OF
CONSUMERS’ RIGHTS

Pursuant to the Product Quality Law of the PRC (《中華人民共和國產品質量法》) which

was promulgated by the SCNPC on February 22, 1993 and amended on December 29, 2018,

producers and sellers shall have their own proper regulations for the management of product

quality, rigorously implementing post-oriented quality regulations, quality liabilities and

relevant measures for their assessment. Producers and sellers are responsible for the product

quality according to the provisions of the laws.

The product quality supervision and administration departments of the State Council are

responsible for the supervision and administration of the quality of products of the whole

country. All relevant departments of the State Council shall be responsible for the supervision

of product quality within their own functions and duties.

Quality of products shall pass standard examinations and no substandard products shall

be used as standard ones. Industrial products which may be hazardous to the health of the

people and the safety of lives and property shall conform to the state and trade standards for

ensuring the health of the human body and safety of lives and property. In absence of such state

or trade standards, the products shall conform to the minimum requirements for ensuring the

health of the human body and the safety of lives and property. It shall be prohibited to produce

or sell industrial products that do not come to the requirements and demands for physical health

and safety of body and property. Producers or sellers shall be responsible for any compensation

arising from their unlawful acts such as production or sales of defective, eliminated or

ineffective products, faking the place of origin or quality marks, mixing or adulterating

products or passing off imitations as genuine, substandard products as quality ones or

non-conforming products as conforming. Proceeds from the sales may be confiscated, the

business license may be revoked and penalties may be imposed. If the case is serious, criminal

responsibilities shall be investigated. Producers or sellers shall be liable for any damage to any

person or property due to the defects of products resulting from the default of the producers

or sellers.

REGULATIONS RELATING TO OVERSEAS SECURITIES OFFERING AND LISTING

On December 24, 2021, the State Council’s Administrative Regulations on Overseas

Issuance and Listing of Securities by Domestic Enterprises (Draft for Public Comments)

(《國務院關於境內企業境外發行證券和上市的管理規定》(草案徵求意見稿)) and the

Administrative Measures on Filing of Overseas Issuance and Listing of Securities by Domestic

Enterprises (Draft for Public Comments) (《境內企業境外發行證券和上市備案管理辦法》(徵
求意見稿)) was released for public comments by the CSRC. Pursuant to these regulations, a

domestic enterprise that applying for listing abroad shall, among others, complete record-filing

procedures and report relevant information to the securities regulatory authority as required.

There are uncertainties regarding the final form of these regulations as well as the

interpretation and implementation thereof after promulgation.
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REGULATION OF ADVERTISEMENT

Pursuant to the Advertisement Law of the PRC (《中華人民共和國廣告法》), which was

promulgated by the SCNPC on October 27, 1994, and most recently amended and effective

from April 29, 2021, advertisements shall not contain false statements or be deceitful or

misleading to consumers.

Pursuant to the Interim Measures for the Administration of Internet Advertisement (《互
聯網廣告管理暫行辦法》) which was promulgated by the SAIC on July 4, 2016 and became

effective as of September 1, 2016, the Internet advertisement must be visibly marked as

“advertisement”.

REGULATION OF ANTI-BRIBERY

According to the Anti-Unfair Competition Law (《反不正當競爭法》) promulgated by

the SCNPC, as amended and effective as of April 23, 2019, and the Interim Provisions on the

Prohibition of Commercial Bribery (《關於禁止商業賄賂行為的暫行規定》) promulgated by

the SAIC on November 15, 1996, any business operator shall not provide or promise to provide

economic benefits (including cash, other property or by other means) to a counter-party in a

transaction or a third party that may be able to influence the transaction, in order to entice such

party to secure a transactional opportunity or a competitive advantages for the business

operator. Any business operator breaching the relevant anti-bribery rules above-mentioned may

be subject to administrative punishment or criminal liability depending on the seriousness of

the cases.
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