
An investment in our Class A Ordinary Shares or ADSs involves significant risks.
You should carefully consider all of the information in this document, including the risks
and uncertainties described below, before making an investment in our Class A Ordinary
Shares or ADSs. The following is a description of what we consider to be our material
risks. Any of the following risks could have a material adverse effect on our business,
financial condition and results of operations. In any such case, the market price of our
Class A Ordinary Shares or ADSs could decline, and you may lose all or part of your
investment.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

If we fail to implement new technologies, develop and provide innovative features and
services, respond to evolving user preferences, enhance user friendliness of our online
recruitment platform, or optimize our technology systems, we may not be able to improve
user experience, which may have a material and adverse effect on our user growth and
retention, business, financial condition and results of operations.

Our success depends upon our ability to attract and retain job seekers and enterprise users.
Our ability to retain and attract job seekers largely depends on the number of job postings and
employers on our online recruitment platform. Our ability to retain and attract enterprise users
primarily depends on the number of the job seekers using our online recruitment platform. To
encourage more enterprise users and job seekers to come and stay on our online recruitment
platform, improving user experience for both is a must.

An important way to improve user experience and attract more users is to introduce
innovative services and features that are useful for users and that encourage more frequent use
of our online recruitment platform. To develop, support and maintain such innovative services
and features often requires implementation of new technologies, and we intend to continue to
devote resources to the development of additional technologies and services. However,
implementation of new technologies in our system may take a long time and may involve
technical challenges and large amounts of capital and personnel resources. We may not be able
to effectively integrate new technologies on a timely basis, or at all, which may decrease user
satisfaction with our services. Such technologies, even if integrated, may not function as
expected or may be unable to attract and retain a substantial number of users to use our online
recruitment platform. Our failure to keep pace with rapid technological changes may cause our
user retention to suffer.

In addition, we must also continue to respond promptly to evolving user preferences,
enhance the user friendliness of our online recruitment platform, optimize our mobile
applications, and otherwise continue to improve our technology systems, all of which may
require us to incur substantial costs and expenses. For example, as part of our efforts to meet
evolving user preferences, we have established a dedicated team to develop services uniquely
designed to meet the needs of blue-collar job seekers. If such costs and expenses fail to
effectively translate into improved user experience or user growth, we may not be successful
in retaining and attracting our users.
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We cannot assure you that our efforts to improve user experience and increase user base

will always be successful. We also cannot predict whether our new products, service and

features will be well received by users consistently, or whether we will be successful in

cost-effectively implementing new technologies, enhancing user friendliness of our online

recruitment platform, and otherwise improving our technology systems. If we cannot improve

user experience, we may not be able to retain or attract users, and our business, financial

condition and results of operations may be materially and adversely affected.

Our business depends on the continued success of our brands, and if we fail to maintain and

enhance the recognition of our brands cost-effectively, or the recognition of our brands is

adversely affected by any negative publicity concerning us or our directors, management,

shareholders or business partners, our reputation and operating results may be harmed.

We believe that maintaining and enhancing our brands is important to the success of our

business. Well-recognized brands are critical to increasing the number and the level of

engagement of our users. Since we operate in a competitive industry, brand maintenance and

enhancement also directly affect our ability to maintain our market position. We have

continued to exercise strict quality control on our online recruitment platform to ensure that our

brand image is not tarnished by substandard services. We have also conducted and will

continue to conduct various marketing and brand promotion activities both online and offline

to enhance our brands, to guide public perception of our brands, services, and ultimately to

distinguish our online recruitment platform from those of our competitors. We have historically

spent significantly on these marketing and promotional activities, with our sales and marketing

expenses accounting for 91.8%, 69.3%, 45.6% and 41.0% of our revenues in the years ended

December 31, 2019, 2020 and 2021 and the six months ended June 30, 2022, respectively, and

we may need to increase such sales and marketing expenses in the future to continue to

maintain and enhance brand awareness and brand loyalty, to retain and attract users as well as

to promote our online recruitment platform. However, there can be no assurance that these

sales and marketing activities will be successful or that we will be able to achieve the brand

promotion effect we expect from them. If we cannot properly manage our sales and marketing

expenses or if our sales and marketing activities underperform our expectations, our financial

condition, results of operations and business prospects will be damaged as a result.

Moreover, any negative publicity relating to our company, services or our directors,

management, shareholders or business partners, regardless of its veracity, could harm our

brands and the perception of our brands in the market. As our business expands and grows, we

may be exposed to heightened public scrutiny in markets where we already operate as well as

in new markets where we may operate. We could become a target for regulatory or public

scrutiny in the future and scrutiny and public exposure could severely damage our reputation

as well as our business and prospects.
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Furthermore, our brand names and our business may be harmed by aggressive marketing

and communication strategies by competitors and third parties. We may be subject to

government or regulatory investigation or third-party claims as a result and we may be required

to spend significant time and incur substantial costs to react to and address these consequences.

There is no assurance that we will be able to effectively refute each of the allegations within

a reasonable period of time, or at all. Additionally, public allegations, directly or indirectly,

against us or our directors, management, shareholders or business partners, may be posted

online by anyone on an anonymous basis. The availability of information on social media

platforms is virtually immediate, as is its impact. Social media platforms may not necessarily

filter or check the accuracy of information before publishing them, and we may be afforded

little or no time to respond. As a result, our reputation may be materially and adversely

affected, our ability to attract and retain users and maintain our market share may suffer, and

our financial conditions may deteriorate.

We face significant competition in China’s dynamic online recruitment service market, and

potential market entries by established players from other industries may make competition

even more fierce. Our market share, financial condition and results of operations may be

materially and adversely affected if we are unable to compete effectively.

The online recruitment service market in China is competitive and rapidly evolving. We

face constant pressure to attract and retain users, expand the market for our services and

incorporate new capabilities and technologies. Our online recruitment platform competes with

other major dedicated job search platforms and niche market players that focus on certain

industry verticals, such as technology, or user segments, such as job seekers for high-end

positions. Other large internet companies and classified advertisement platforms have also

entered the market for online recruitment services. In addition, we face competition from

professional networking platforms and existing participants in the offline recruitment industry

who may develop online recruitment services and products.

Many of our competitors or potential competitors have long operating histories, have

international strategic partners, have local government sponsorship, have a larger user base,

and may have greater financial, management, technological development, sales, marketing and

other resources than we do. They may also be able to adopt our business model and intensify

competition. As a result, we may experience reduced margins, loss of market share or less use

of our services and products by job seekers and enterprise users. Existing or future competitors

could develop or offer services and products which provide significant performance, price,

creative, technological or other advantages over counterparts from us. If we are unable to

compete effectively with current or future competitors as a result of these or other factors, our

market share, financial condition and results of operations may be materially and adversely

affected.
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We have a limited operating history and generated net losses in 2019, 2020 and 2021 and
negative operating cash flow in 2019, and we may not be able to sustain and manage our
growth, control our costs and expenses, implement our business strategies or achieve
profitability in the future. Any new product or service we may launch and any new market
sectors we may enter will come with additional risks.

We have experienced rapid growth in our business and operations since our inception in
2014, which places significant demands on our management, operational and financial
resources. We generated net losses of RMB502.1 million, RMB941.9 million and RMB1.1
billion (US$159.9 million) in 2019, 2020 and 2021, respectively. We generated net income of
RMB80.3 million (US$12.0 million) in the six months ended June 30, 2022. We generated
negative operating cash flow of RMB105.7 million in 2019. Given our limited operating
history, net losses and negative operating cash flow we incurred and the rapidly evolving
market where we compete, we may encounter difficulties as we establish, expand or enhance
our operations, feature and service development, sales and marketing efforts, technology and
general and administrative capabilities. As a result, we may not generate net profits or positive
operating cash flow, or sustain our historical levels of growth in the future. We believe that our
continued growth and our ability to achieve profitability will depend on many factors,
including our ability to further improve our user experience and broaden the spectrum of our
service offerings, to further increase our presence in different user groups, especially
blue-collar users, to continue to invest in technologies and deepen our data insights, and to
explore other potential sectors in the human resource service market and achieve full coverage
of users’ career lifecycle. There can be no assurance that we will achieve any of the above, and
our failure to do so may materially and adversely affect our business and results of operations.

Particularly, our efforts to expand our product and service offerings to users and explore
other sectors in the human resource service market will require significant resource
investments from us, and such efforts may not be successful. Expansion into new product and
service offerings or other sectors in the human resource service market may be subject to risks
such as:

• limited brand recognition (compared with our established services or market
sectors);

• costs incurred in product and service development and marketing;

• lack of experience and expertise in connection with the new product and service or
market vertical;

• adjustment to the preferences and customs of a different group of users;

• compliance with potential new regulations and policies;

• difficulties in managing upsized operations and maintaining operational efficiency;
and

• competition with new competitors, including those with a more established local
presence.
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The occurrence of any of these risks could negatively affect our business in new markets
and consequently our business and operating results.

We expect our costs and expenses to continue to increase in the future as we expand our
user base, broaden our service offerings and develop and implement new products, services and
features that may entail more complexity. We expect to continue to invest in our infrastructure
in order to provide our services more rapidly and reliably to users. Continued growth could
strain our ability to maintain reliable service levels for our users, develop and improve our
operational, financial, legal and management controls, and enhance our reporting systems and
procedures. If we are unable to generate adequate revenues and to manage our costs and
expenses, we may continue to incur significant net losses and negative operating cash flow in
the future and may not be able to achieve or subsequently maintain profitability. If we fail to
achieve the necessary level of efficiency in our operation as it grows, our business, operating
results and financial condition could be harmed.

If our technology capabilities fail to yield satisfactory results or fail to improve, our online
recruitment platform may not be able to effectively match our job seekers with suitable
enterprise users or to optimally recommend services for our users, and our user growth,
retention, results of operations and business prospects may suffer consequently.

The core functionalities of our online recruitment platform, namely two-way intelligent
recommendations, are largely dependent on our technology capabilities. Our technology
capabilities such as our capabilities in big data analytics, therefore, are crucial to us continuing
to retain and attract users to our online recruitment platform. Our users will continue to
compare the core functionalities of our online recruitment platform against those of the
platforms run by our competitors, and may switch to a competitor platform if our online
recruitment platform underperforms their expectations. In addition, managing some of the
other important aspects of our operations, such as sales and marketing activities, also requires
us to make decisions informed by our technology, including data analytics. Any failure to
improve our technology capabilities and any failure of our technology capabilities to produce
satisfactory results may materially and adversely affect our user retention, financial condition
and results of operations.

A slowdown or adverse development in the Chinese or global economy may lower the hiring
willingness and budget of our current and potential enterprise users, adversely affecting the
demand for our services and our business in general.

COVID-19 has had a severe and negative impact on the Chinese and the global economy,
and whether this will lead to a prolonged downturn in the economy is still unknown. In addition
to the COVID-19 pandemic, the global macroeconomic environment was facing challenges,
such as the conflicts in Ukraine and the ongoing global trade disputes and tariffs. There is
considerable uncertainty over the long-term effects of the monetary and fiscal policies adopted
by the central banks and financial authorities of some of the world’s leading economies,
including the United States and China, as well as uncertainties related to the U.S. Federal
Reserve’s monetary policies, such as the continuously rising U.S. interest rate, in response to
heightened inflation. It is unclear whether these challenges and uncertainties will be contained
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or resolved and what effects they may have on the global political and economic conditions in
the long term. 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. The growth of China’s economy has slowed down since
2012 compared to the previous decade and the trend may continue. Any severe or prolonged
slowdown in the global or Chinese economy may materially and adversely affect our business,
results of operations and financial condition. In addition, continued turbulence in the
international markets may adversely affect our ability to access capital markets to meet
liquidity needs.

Substantially all of our operations are conducted in China, and the vast majority of our
revenues are generated from providing services to enterprise customers operating in China. In
an environment of slower economic growth or recession, employers may take actions such as
hiring fewer employees, engaging in hiring freezes, reducing hiring budgets or the number of
hiring headcount, and curtailing spending on online recruitment services and other human
resource related services. As a result, if there are slowdowns or other adverse developments in
China’s economic growth, our business, financial condition, results of operations and cash flow
may be materially and adversely affected.

Heightened tensions in international relations, 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 relations, particularly
between the United States and China. These tensions have affected both diplomatic and
economic ties between the two countries. Heightened tensions could reduce levels of trade,
investments, technological exchanges, and other economic activities between the two major
economies. The existing tensions and any further deterioration in the relationship between the
United States and China may have a negative impact on the general, economic, political, and
social conditions in both countries and, given our reliance on the Chinese market, adversely
impact our business, financial condition, and results of operations.

Our users may engage in intentional or negligent misconduct or other improper activities on
our online recruitment platform or otherwise misuse our online recruitment platform, which
may damage our brand image and reputation, our business and our results of operations.

Our online recruitment platform has instant messaging functions that allow users to
communicate with each other and engage in job application activities. We adopt a
comprehensive suite of registration procedures to verify the identity of our job seekers and
enterprise users. Job seekers are required to complete our mobile phone verification process by
providing personal and professional information such as name, education background,
employment status, recent employment, work experience, position desired, and salary
expectation. Since we have limited control over the real-time and offline behavior of our users,
it is still possible for our online recruitment platform to be misused by our users for
inappropriate or illegal purposes.
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We may be required by relevant governmental authorities to report certain misbehaviors

for further investigation if such misbehaviors are subject to regulatory investigation or other

governmental proceedings. Despite our detection and filtering efforts, we may not be able to

identify every incident of inappropriate content or illegal or fraudulent activities, prevent all

such content from being further disseminated or prohibit such activities from occurring. We

may not be able to filter all the content generated by our users as it appears, especially in the

context of instant messaging between job seekers and enterprise users. Therefore, our users

may engage in illegal, obscene or incendiary conversations or engage in unethical or illegal

activities via our online recruitment platform.

If user misconduct and misuse of our online recruitment platform for inappropriate or

illegal purposes occur on our online recruitment platform, claims may be brought against us for

torts, defamation, libel, negligence, copyright, patent or trademark infringement. In response

to allegations of illegal or inappropriate activities conducted through our online recruitment

platform, relevant governmental authorities may intervene and hold us liable for non-

compliance with applicable laws and regulations and subject us to administrative penalties or

other sanctions, such as requiring us to restrict or discontinue some or all of our features and

services. In addition, our users may suffer or allege to have suffered physical, financial or

emotional harm caused by contacts initiated on our online recruitment platform. Our business

and public perception of our brands may be materially and adversely affected if we do face

civil lawsuits or other liabilities initiated by such affected users. Defending any actions brought

by such affected users could be costly and require significant time and attention of our

management and other resources, which would materially and adversely affect our business.

We are exposed to potential legal liabilities associated with the recruitment process, which

may have a material adverse effect on our business and results of operations.

We are exposed to potential claims associated with the recruitment process, including

claims by enterprise users seeking to hold us liable for recommending a job seeker who

subsequently proves to be unsuitable for the position filled, claims by current or previous

employers alleging breach of employment contracts, claims by job seekers against us alleging

our failure to maintain the confidentiality of their personal information and employment

searches or alleging discrimination or other violations of employment law or other laws or

regulations by our enterprise users, and claims by either employers or their employees alleging

the failure of our services to comply with laws or regulations relating to employment, data

privacy or other related matters. We do not maintain insurance coverage for liabilities arising

from claims by employers, employees, candidates or third parties. Any such claims, regardless

of merit, may force us to participate in time-consuming, costly litigation or investigation,

divert significant management and staff attention, and damage our reputation and brand names.
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If our job seekers’ or employers’ profiles are out-of-date, inaccurate, fraudulent or lack

credible information, we may not be able to effectively create value for our users, which

could materially and adversely impact our reputation and business prospects.

We adopt a suite of registration procedures to verify the identity of our job seekers and

enterprise users, and we also have ongoing risk assessment procedures for enterprise users. Our

intelligence system detects suspicious user input that may undermine the integrity of the

community and will then require such users to go through additional authentication procedures.

See “Business—Risk Management and Internal Control” for further details. However, we

cannot assure you that we will be able to remove all the job seekers and enterprise users that

submit out-of-date, inaccurate, fraudulent or otherwise incredible profile or job post

information to our database. If we are not able to effectively filter out these job seekers and

enterprise users, our users that submit legitimate and accurate profile information may be

misled or even defrauded by them, wasting their time and resources in the recruitment process,

and our reputation and business prospects will also be materially and adversely impacted as a

result. We might also be ordered to make rectifications or even be subject to confiscation of

illegal gains and a fine in an amount of up to RMB30,000 if we fail to review the authenticity

and legality of the materials provided by the employers in accordance with the PRC laws. See

“Regulations – Regulations Relating to Talent Intermediary Services” for further details.

If we fail to attract more enterprise users to our online recruitment platform, or if enterprise

customers decide to purchase less of our online recruitment services for any reason, our

revenues may stagnate or decline and our business and prospects may be materially and

adversely affected.

In 2019, 2020, 2021 and the six months ended June 30, 2022, approximately 99% of our

revenues were generated from enterprise customers. Enterprise customers are by far the most

important source of revenue for us, and attracting more enterprise users to our online

recruitment platform is therefore of critical importance to us. Due to their contribution to our

revenues and ability to spend, large businesses with sufficient funds would benefit us most as

a revenue source, and we need to invest in developing and promoting services that meet their

needs. Additionally, SMEs can also be a source of enterprise user growth for us, as they have

historically been underserved and usually lack direct access to a scaled user base and effective

means to promulgate their businesses. In order to expand our market reach to more small and

mid-sized businesses, especially in less developed cities, we provide free or lower-fee services

or subscription packages to them so they can take advantage of our online recruitment

platform. We, however, cannot assure you that our efforts will convince more enterprise users

to use our online recruitment platform. There is also no guarantee that our existing enterprise

customers will continue to pay for our online recruitment services at the same frequency or

price going forward, as competition or alternative means of job hunting may put pressure on

the demand and pricing for our online recruitment services. If we are not successful in

expanding our enterprise user base or improving our monetization of enterprise customers, our

revenues may stagnate or decline and our business and prospects may be materially and

adversely affected.

RISK FACTORS

– 48 –



Because we store and process data, some of which contains sensitive personal information,

we face concerns over the collection, improper use or disclosure of personal information,

which could deter current and potential users from using our services, damage our

reputation, result in legal liability, bring regulatory scrutiny, and in turn materially and

adversely affect our business, financial condition and results of operations.

We are subject to the laws, regulations, guidelines and national standards relating to the

protection of personal information in China, which covers areas such as the collection, storage,

use, transmission, sharing or other aspects of data processing of such personal information. For

example, the PRC Personal Information Protection Law (《中華人民共和國個人信息保護
法》), or the PIPL, took effect on November 1, 2021. The PIPL consolidates rules with respect

to personal information rights and privacy protection and specifies the protection requirements

for processing personal information and rules for processing sensitive personal information.

See “Regulations—Regulations relating to privacy protection” for further details. As

uncertainties remain regarding the interpretation and implementation of the PIPL, we cannot

assure that we will comply with the PIPL in all respects, or that regulatory authorities will not

order us to rectify or terminate our current practice of collecting and processing personal

information. We and our directly responsible supervisors may also become subject to fines and

other penalties which may have a material adverse effect on our business, operations and

financial condition. The Rules on the Scope of Necessary Personal Information for Common

Types of Mobile Internet Applications (《常見類型移動互聯網應用程序必要個人信息範圍規
定》), which was jointly promulgated by the MIIT, the CAC, the MPS and the SAMR on March

12, 2021 and became effective on May 1, 2021, specifies that the scope of necessary personal

information for job hunting and recruitment applications includes mobile phone numbers of

registered users and resume provided by job seekers.

The PRC Cybersecurity Law (《中華人民共和國網絡安全法》), which became effective

on June 1, 2017, created China’s first national-level data protection framework for “network

operators.” It requires, among other things, that network operators take security measures to

protect the network from unauthorized interference, damage and unauthorized access and

prevent data from being divulged, stolen or tampered with. Network operators are also required

to collect and use personal information in compliance with the principles of legitimacy,

properness and necessity, and strictly within the scope of authorization by the personal

information subject unless otherwise prescribed by laws or regulations. We may need to invest

significant capital, managerial and human resources to comply with legal requirements,

enhance information security and address any issues caused by security failures. See also

“Regulatory Overview—Regulations Relating to Information Security and Censorship” and

“Regulatory Overview—Regulations Relating to Privacy Protection.” Any concerns or claims

about our practices with regard to the collection, storage, use, transmission, sharing or other

aspects of data processing of personal information or other privacy-related matters, even if

ungrounded, could damage our reputation and results of operations.
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Any system failure or compromise of our security that results in the unauthorized access

to or release of personal or private information, such as data, photo or messaging history of our

users could significantly limit the adoption of our services, as well as harm our reputation and

brands, result in litigation against us, liquidated and other damages, regulatory investigations

and penalties, and we could be subject to material liability. We expect to continue expending

significant resources to protect against security breaches. The risk that these types of events

could seriously harm our business is likely to increase as we expand the scope of the services

we offer and as we increase the size of our user base.

Moreover, we could be required to disclose certain personal information to (i) PRC

governmental authorities for the purpose of, among other things, safeguarding national

security, investigating crimes, investigating infringement of information network

communication rights, and cooperating with the supervision and inspection of

telecommunication regulatory authorities, or (ii) certain entities or individuals for the purpose

of enforcing the judgments or rulings made by judicial authorities. Disclosing personal

information under such circumstances may cause our users to lose trust in our ability to

safeguard their privacy. Failure to comply with these requirements could subject us to

administrative penalties or other regulatory or enforcement actions.

Our business is subject to complex and evolving PRC laws and regulations regarding

cybersecurity and information security. Any failure or perceived failure to comply with these

laws and regulations could result in penalties, claims, changes to our business practices,

negative publicity, legal proceedings, increased cost of operations, or declines in user growth

or engagement, or otherwise harm our business.

Regulatory authorities in China have enhanced data protection and cybersecurity

regulatory requirements. These laws continue to develop, and the PRC government may adopt

other rules and restrictions in the future. Different PRC regulatory bodies, including the

SCNPC, the MIIT, the CAC, the MPS and the SAMR, have enforced data privacy and

protections laws and regulations with varying standards and applications, which may create

difficulties in ensuring full compliance and increase our operating cost. Non-compliance could

result in penalties or other significant legal liabilities.

Numerous regulations, guidelines and other measures have been and are expected to be

adopted under the PRC Cybersecurity Law. For example, the PRC government promulgated the

Cybersecurity Review Measures (《網絡安全審查辦法》) in April 2020, which became

effective in June 2020. Under these measures, critical information infrastructure operators must

pass a cybersecurity review when purchasing network products and services which affect or

may affect national security. On December 28, 2021, the CAC, together with certain other PRC

governmental authorities, jointly released the revised Cybersecurity Review Measures, which

took effect on February 15, 2022. Pursuant to the revised Cybersecurity Review Measures,

critical information infrastructure operators procuring network products and services and

online platform operators conducting data processing activities that affect or may affect

national security shall conduct a cybersecurity review according to these measures. If a critical

information infrastructure operator anticipates that its procurement of network products and
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services affect or may affect national security after the network products and services being put

into use, it shall apply for cybersecurity review to the Cybersecurity Review Office of the

CAC. In addition, online platform operators possessing personal information of more than one

million users seeking to be listed on a foreign stock exchange must apply for a cybersecurity

review. The revised Cybersecurity Review Measures also provide that the Cybersecurity

Review Office of the CAC may initiate cybersecurity review against relevant operators if the

authorities believe that the network products, network services or data processing activities of

such operators affect or may affect national security. The revised Cybersecurity Review

Measures set out certain risk factors which would be the focus in assessing the national security

risk during a cybersecurity review. Pursuant to an announcement posted by the CAC on July

5, 2021 relating to the cybersecurity review, our BOSS Zhipin app was required to suspend new

user registration in China to cooperate with the cybersecurity review and prevent the expansion

of risks. As approved by the Cybersecurity Review Office of the CAC, we have recommenced

new user registration on our BOSS Zhipin app, effective from June 29, 2022.

On July 30, 2021, the PRC State Council promulgated the Regulations on Security

Protection of Critical Information Infrastructure (《關鍵信息基礎設施安全保護條例》), which

became effective on September 1, 2021. See “Regulations—Regulations relating to

information security and censorship” for further details. As of the date of this document, no

detailed implementation rules have been issued by the relevant governmental authorities.

However, as this regulation was newly issued and the relevant governmental authorities may

further formulate detailed rules or explanations with respect to the interpretation and

implementation of this regulation. As of the date of this document, we have not been informed

by any governmental authority that we are a critical information infrastructure operator.

In the PRC, the internet information is regulated from a national security standpoint.

According to the PRC National Security Law (《中華人民共和國國家安全法》), institutions

and mechanisms for national security review and administration will be established to conduct

national security review on key technologies and network information technology products and

services that affect or may affect national security. The PRC Data Security Law (《中華人民
共和國數據安全法》) took effect in September 2021 and provides for a security review

procedure for the data processing activities that affect or may affect national security. See

“Regulations—Regulations relating to information security and censorship” for further details.

It is not clear under the Data Security Law what constitutes “important data” or “state critical

data.” If we are deemed to collect “important data” or “state critical data,” we may need to

adopt internal reforms in order to comply with the Data Security Law, which may increase the

cost of operations, or decline the user growth or engagement, or otherwise harm our business.

In addition, on November 14, 2021, the CAC published draft Regulations on the

Administration of Network Data Security (solicitation for comment), or the Draft Regulations

on Network Data Security (《網絡數據安全管理條例(徵求意見稿)》), for public comments.

See “Regulations—Regulations relating to information security and censorship” for further

details. As of the date of this document, this draft has not been formally adopted. Substantial

uncertainties exist with respect to the enactment timetable, final content, interpretation and

implementation. In general, compliance with the existing PRC laws and regulations and
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additional laws and regulations related to data security and personal information protection that

PRC regulatory bodies may enact in the future may be costly and result in additional expenses

to us, and subject us to negative publicity.

On July 7, 2022, the CAC issued the Measures for the Security Assessment of Outbound

Data Transfers (《數據出境安全評估辦法》), which became effective on September 1, 2022.

These measures require the data processor providing data overseas and falling certain

circumstances to apply for the security assessment of cross-border data transfer with the local

provincial-level counterparts of the national cybersecurity authority. See

“Regulations—Regulations relating to information security and censorship” for further details.

As of the date of this document, the exact scope of “important data” under the current

regulatory regime remains unclear, and the applicability of certain circumstances are still

subject to further interpretation by relevant government authorities. The PRC government

authorities may have discretion in the interpretation and enforcement of the applicable laws.

Therefore, it is uncertain whether we would be required to report any security assessment for

cross-border data transfers to the CAC.

While we take measures to comply with applicable cybersecurity and data privacy and

protection laws and regulations, we cannot guarantee the effectiveness of the measures

undertaken by us and business partners. The activities of third parties such as our customers

and business partners are beyond our control. It also remains uncertain whether the future

regulatory changes would impose additional restrictions on companies like us. If any of our

business partners violate relevant laws and regulations, or fails to fully comply with the service

agreements with us, or if any of our employees fails to comply with our internal control

measures and misuses the information, we may be subject to legal liabilities. Any failure or

perceived failure to comply with all applicable cybersecurity and data privacy and protection

laws and regulations, or any failure or perceived failure of our business partners to do so, or

any failure or perceived failure of our employees to comply with our internal control measures,

may prevent us from using or providing certain network products or services, result in

government enforcement actions and investigations, fines and other penalties such as

suspension of our related business, closure of our apps and suspension of new downloads of

our apps, as well as subjecting us to negative publicity and legal proceedings or regulatory

actions and discouraging current and potential users and customers from using our services,

which could have a material adverse effect on our business and results of operations.

In addition, regulatory authorities around the world have adopted or are considering a

number of legislative and regulatory proposals concerning data protection. These legislative

and regulatory proposals, if adopted, and the uncertain interpretations and application thereof

could, in addition to the possibility of fines, result in an order requiring that we change our data

practices and policies, which could have an adverse effect on our business and results of

operations. The European Union General Data Protection Regulation, or the GDPR, which

came into effect on May 25, 2018, includes operational requirements for companies that

receive or process personal data of residents of the European Economic Area. The GDPR

establishes new requirements applicable to the processing of personal data, affords new data

protection rights to individuals and imposes penalties for serious data breaches. Individuals
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also have a right to compensation under the GDPR for financial or non-financial losses.

Although we do not conduct any business in the European Economic Area, in the event that

residents of the European Economic Area access our platform and input protected information,

we may become subject to provisions of the GDPR.

Content posted or displayed on or linked to our online recruitment platform may be found

objectionable by PRC regulatory authorities and may subject us to penalties and other

negative consequences.

The PRC government has adopted laws and regulations governing internet and wireless

access and the distribution of information over the internet and wireless telecommunications

networks. Under these laws and regulations, internet content providers and internet publishers

are prohibited from posting or displaying over the internet or wireless networks content that,

among other things, violates the principle of the PRC constitution, laws and regulations,

impairs the national dignity of China or the public interest, or is obscene, superstitious,

fraudulent or defamatory. Furthermore, internet content providers are also prohibited from

displaying content that may be deemed by relevant government authorities as instigating

ethnical hatred and harming ethnical unity, harming the national religious policy, “socially

destabilizing” or leaking “state secrets” of the PRC. Failure to comply with these requirements

may result in the revocation of licenses to provide internet content or other approvals, licenses

or permits, the closure of the concerned platforms and reputational harm. The operator may

also be held liable for any censored information displayed on or linked to their platform. The

liabilities and penalties resulting from such non-compliance may materially and adversely

damage our business and results of operations.

On December 15, 2019, the CAC, released the Provisions on Ecological Governance of

Network Information Content (《網絡信息內容生態治理規定》), or PEGNIC, which came into

force on March 1, 2020. The PEGNIC which governs the distribution of information over the

internet and wireless telecommunications networks classifies the network information into

three categories, namely the “encouraged information,” the “illegal information” and the

“undesirable information.” While illegal information is strictly prohibited from distribution,

the internet content providers are required to take relevant measures to prevent and resist the

production and distribution of undesirable information. PEGNIC further clarifies the duties

owed by the internet content providers, such as obligations to improve the systems for user

registration, account management, information release review, follow-up comments review,

website ecological management, real-time inspection, emergency response and disposal

mechanism for cyber rumor and black industry chain information.

We have designed and implemented procedures to monitor content on our online
recruitment platform. However, it may not be possible to determine in all cases the types of
content that could result in our liability as a distributor of such content, and we may not be able
to capture all violating content in time, especially in instant messaging. If any of the content
posted or displayed on our online recruitment platform is deemed by the PRC government to
violate any content restrictions, we may not be able to continue to display such content and
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could become subject to penalties, including confiscation of income, fines, suspension of
business and revocation of required licenses, which could materially and adversely affect our
business, financial condition and results of operations.

PRC regulatory authorities may also conduct various reviews and inspections on our
business operations, especially those related to content distribution, from time to time. If any
non-compliance incidents in our business operations are identified, we may be required to take
certain rectification measures in accordance with applicable laws and regulations, or we may
be subject to other regulatory actions such as administrative penalties. It may be difficult to
determine the type of content or actions that may result in liability to us and, if we are found
to be liable, we may be prevented from operating our business in the PRC. Moreover,
complying with relevant regulatory requirements may result in limitation to our scope of
services, reduction in user engagement or loss of users, diversion of our management team’s
attention and increased operational costs and expenses. The costs of compliance with these
regulations may continue to increase as a result of more content being made available by an
increasing number of users of our online recruitment platform, which may adversely affect our
results of operations.

Any lack of or failure to maintain requisite approvals, licenses or permits applicable to our

business may have a material and adverse impact on our business, financial condition and

results of operations, and compliance with applicable laws or regulations may require us to

obtain additional approvals or licenses or change our business model.

Our business is subject to supervision and regulation by various governmental authorities

in China. These governmental authorities include the CAC, the MOFCOM, the MIIT, the

SAMR, the MCT, the NRTA, and their corresponding local regulatory authorities. These

governmental authorities promulgate and enforce laws and regulations that cover a variety of

business activities that relating to our operations, such as provision of internet information,

among other things. These regulations in general regulate the entry into, the permitted scope

of, as well as approvals, licenses and permits for, the relevant business activities.

We provide services through our online recruitment platform, including certain live

streaming recruitment services, short videos relating to job hunting and recruitment, in-app

streaming interview and career development-related video courses, which may be considered

as internet audio-visual program services. An internet audio-visual program service provider

shall obtain the License for Online Transmission of Audio-Visual Programs, or the Audio-

Visual License. According to the applicable PRC laws, only companies wholly state-owned or

state-controlled are eligible to obtain the Audio-Visual License. As advised by our PRC Legal

Adviser, based on a consultation with the Media Integration Development Division of Beijing

Municipal Radio and Television Bureau, a company that is not eligible for the Audio-Visual

License for providing internet audio-visual program services is allowed to apply for the

registration and filing with the National Internet Audio-Visual Platforms Information

Registration Management System (“Audio-Visual Filing”), when its number of daily active

users and program inspectors, personnel within a company that is responsible for reviewing

and vetting the content of the internet audio-visual program, reach the respective threshold. As
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of the Latest Practicable Date, we have not obtained the Audio-Visual License, as we are not

a state-owned company or state-controlled company, or completed the Audio-Visual Filing, as

the number of the daily active users and the number of program inspectors of the internet

audio-visual program services on our platform are both below the specific thresholds. We may

be subject to penalties or investigations in the future, in which case we may be involved in

legal proceedings, have any illegal gains confiscated, have our relevant business suspended, or

face other penalties. See “Regulations—Regulations Relating to Online Transmission of

Audio-Visual Programs” for more details.

We have obtained the value-added telecommunication service license concerning the

internet information service, or ICP license, for provision of internet information services. The

ICP license is essential to the operation of our existing and future business and is subject to

regular government review or renewal. However, we cannot assure you that we can

successfully renew our ICP license in a timely manner or at all as required by PRC laws to

operate our online recruitment platform. Due to the evolving nature of the interpretation and

application of the laws and regulations applicable to our industry in China, we cannot assure

you that the permitted scope and other aspects of our ICP license are sufficient as legally

required to conduct all of our present business. The regulatory authorities may determine that

the scope of our ICP license is not broad enough to carry on all of our businesses and require

that we expand the scope of our ICP license. As certain prerequisites are needed to meet to

expand the scope of our ICP license to include certain types of services as stipulated in the

Classification Catalogue of Telecommunications Services, we may not be able to meet such

requirement and expand the scope of our ICP license. We may be subject to penalties or

investigations due to the limitation of the scope of our ICP license in the future, in which case

we may be involved in legal proceedings, have any illegal gains confiscated, have our relevant

business suspended, or face other penalties.

We may be required to apply for and obtain additional licenses, permits or approvals,

make additional registrations, update our registrations or expand the scope of our permits and

approvals, and we cannot assure you that we will be able to meet these requirements timely,

or at all, in the future. As we expand our business scope and explore different business

initiatives, the business measures we have adopted or may adopt in the future may be

challenged under PRC laws and regulations. For instance, while we believe we are not subject

to any online game virtual currency laws and regulations for certain virtual tokens we offer in

our mobile applications, the PRC government authorities may take a view contrary to ours. As

a result, we may be required to obtain additional approvals or licenses and change certain

aspects of our business to ensure compliance with existing and future online game virtual

currency laws and regulations. If we fail to timely obtain, maintain or renew all the required

licenses or permits or make all the necessary filings or change aspects of our business, we may

be subject to various penalties or other regulatory actions, such as confiscation of revenues

from the unlicensed activities, the imposition of fines and the discontinuation or restriction of

our operations. Any such regulatory actions may disrupt our operations and materially and

adversely affect our business, financial condition and results of operations.
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Our business is subject to the complex and evolving laws and regulations in China. Many of

these laws and regulations are subject to change and uncertain interpretation, and could

result in claims, changes to our business practices, monetary penalties, increased cost of

operations, or declines in user growth or engagement, or otherwise harm our business.

We are subject to a variety of laws and regulations that involve matters important to or

may otherwise impact our business, including, among others, provision of value-added

telecommunications services, talent intermediary services, information security and

censorship, foreign exchange and taxation. See also “Regulations.” The introduction of new

services may subject us to additional laws, regulations, or other government scrutiny.

These laws and regulations are continually evolving and may change significantly. As a

result, the application, interpretation, and enforcement of these laws and regulations are often

uncertain, particularly in the rapidly evolving industry in which we operate. In addition, these

laws and regulations may be interpreted and applied inconsistently by different agencies or

authorities, and inconsistently with our current policies and practices. These laws and

regulations may also be costly to comply with, and such compliance or any associated inquiries

or investigations or any other government actions may

• delay or impede our development of new services,

• result in negative publicity, increase our operating costs,

• require significant management time and attention, and

• subject us to remedies, administrative penalties and even criminal liabilities that

may harm our business, including fines assessed for our current or historical

operations, or demands or orders that we modify or cease existing business

practices.

The promulgation of new laws or regulations, or the new interpretation of existing laws

and regulations, in each case that restrict or otherwise unfavorably impact the ability or manner

in which we provide our services could require us to change certain aspects of our business to

ensure compliance, which could decrease demand for our services, reduce revenues, increase

costs, require us to obtain more licenses, permits, approvals or certificates, or subject us to

additional liabilities. To the extent any new or more stringent measures are required to be

implemented, our business, financial condition and results of operations could be adversely

affected.
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If user traffic to our online recruitment platform stagnates or declines for any reason, our

operating and financial prospects may be harmed.

Our ability to attract and maintain user traffic to our online recruitment platform is

important for our continuing growth. If user traffic to our online recruitment platform stagnates

or declines for any reason, our business and results of operations may be harmed. We depend

in part on various app stores, internet search engines and portals to direct a significant amount

of user traffic to our mobile applications. However, the amount of user traffic directed to our

mobile applications is not entirely within our control. Our competitors’ better relationship with

certain app stores or social media platforms, greater online presence or news coverage, and

more search engine optimization efforts may result in their mobile applications and websites

receiving more directed user traffic or a higher search result page ranking than ours. App stores

could recommend mobile applications from our competitors more prominently than they do

ours, social media platforms may direct more attention to products and services from our

competitors, and internet search engines could revise their methodologies, which may

adversely affect the placement of our search result page ranking. Any such changes could

decrease user traffic to our mobile applications and websites and adversely affect the growth

of our user base, which may in turn harm our business and operating results.

We may need additional capital, and we may be unable to obtain such capital in a timely

manner or on acceptable terms, or at all.

To pursue our business objectives and respond to business opportunities, challenges or

unforeseen circumstances, including to improve our brand awareness, develop new services or

further improve existing services, expand into new markets and acquire complementary

businesses and technologies, we may require additional capital from time to time. However,

additional funds may not be available when we need them on reasonable terms, or at all. Our

ability to obtain additional capital is subject to a variety of uncertainties, including:

• our market position and competitiveness in the industry where we operate;

• our future profitability, overall financial condition, results of operations and cash

flows;

• general market conditions for capital raising activities by online recruitment

services companies in China and

• economic, political and other conditions in China.
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If we are unable to obtain additional capital in a timely manner or on acceptable terms,

or at all, our ability to continue to pursue our business objectives and respond to business

opportunities, challenges or unforeseen circumstances could be significantly limited, and our

business, results of operations, financial condition and prospects could be materially and

adversely affected. In addition, our future capital needs and other business reasons could

require us to sell additional equity or debt securities or obtain a credit facility. The sale of

additional equity or equity-linked securities could dilute 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 or our ability to pay dividends to our

shareholders.

We face risks associated with the misconduct of our employees, business partners and their

employees and other related personnel, and we may be subject to allegations, harassing or

other detrimental conduct by third parties and other forms of negative publicity, which could

harm our reputation and cause us to lose market share and users.

We rely on our employees to maintain and operate our business and have implemented

internal policies to guide the actions of our employees. However, we do not have full control

over every action of our employees, and any misbehavior of our employees could materially

and adversely affect our reputation and business. For example, if our employees download

pirated software to their work computers or perform other unauthorized actions on our

technology systems, we may be exposed to security breaches. Despite the security measures we

have implemented, our systems and procedures and those of our business partners may be

vulnerable to security breaches, acts of vandalism, software viruses, misplaced or lost data,

programming or human errors or other similar events caused by our employees, our business

partners and their employees and other related personnel, which may disrupt our delivery of

services or expose the identities and confidential information of our users and personnel. If an

actual or perceived breach of our security occurs, the market perception of the effectiveness of

our security measures could be harmed, we may lose current and potential users, and we may

be exposed to legal and financial risks, including those from legal claims, regulatory fines and

penalties, which in turn could adversely affect our business, reputation and results of

operations.

With respect to employees, we could also in the future face a wide variety of claims,

including discrimination (for example, based on gender, age, race or religious affiliation),

sexual harassment, privacy, labor and employment claims. Often these cases raise complex

factual and legal issues, and the result of any such claims are inherently unpredictable. Claims

against us, whether meritorious or not, could require significant amounts of management time

and corporate resources to defend, could result in significant media coverage and negative

publicity, and could be harmful to our reputation and our brands. If any of these claims were

to be determined adversely to us, or if we were to enter settlement arrangements, we could be

exposed to monetary damages or be forced to change the way in which we operate our business,

which could have an adverse effect on our business, financial condition and results of

operations.
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We also work with our business partners in our business operation, and their performance
affects the image of our brands. However, we do not directly supervise them in providing
services to us or our users. Although we generally select business partners with strong
reputation and track record, we may not be able to successfully monitor, maintain and improve
the quality of their services. In the event of any unsatisfactory performance by our business
partners and/or their employees, our business operation may be negatively impacted and our
users may experience disruptions in services or decline in service quality, which may
materially and adversely affect our reputation, our ability to retain and expand our user base,
and our business, financial condition and results of operations.

Our online recruitment platform depends on effective interoperation with mobile and
computer operating systems, hardware, networks, regulations, and standards that we do not
control. Changes in our online recruitment platform or to those operating systems,
hardware, networks, regulations, or standards may seriously harm our user retention,
growth, and engagement. Our business depends on our ability to maintain and scale our
technology infrastructure. Any service disruption in our services could damage our
reputation, result in a potential loss of users and decrease in user engagement, and seriously
harm our business.

Our online recruitment platform, especially its mobile applications, must remain
interoperable with popular operating systems, such as iOS and Android, and related hardware.
We have no control over these operating systems or hardware, and any changes to these
systems or hardware that degrade the functionality of our services, or give preferential
treatment to competitive online platforms, could seriously harm usage of our online
recruitment platform. When we introduce new services in the future it may take time to
optimize such services to function with these operating systems and hardware, thereby
impacting the popularity of such services.

To deliver high quality services through our online recruitment platform, it is crucial that
our online recruitment platform works well with a range of mobile technologies, systems,
networks, regulations and standards that we do not control. In particular, any future changes
to iOS or Android operating systems may impact the accessibility, speed, functionality and
other performance aspects of our online recruitment platform.

Our business and the continuing performance, reliability and availability of our
technology systems and online recruitment platform also depend on the performance and
reliability of China’s internet, mobile, and other infrastructures that are not under our control.
Disruptions in internet infrastructure or the failure of telecommunications network operators to
provide us with the bandwidth needed to provide our services may interfere with the speed and
availability of our services on our online recruitment platform. If our online recruitment
platform is unavailable when users attempt to access them, or if our online recruitment
platform does not respond as quickly as users expect, users may not return to use our online
recruitment platform as often in the future, or at all, and may use our competitors’ products or
services instead. In addition, we have no control over the costs of the services provided by
China’s telecommunications operators. If mobile internet access fees or other charges to
internet users increase, user traffic may decrease, which may in turn cause our revenues to
significantly decrease.

RISK FACTORS

– 59 –



We have been and may in the future be subject to legal proceedings during the course of our

business operations. Our directors, management, shareholders and employees also have

been and may in the future be subject to legal proceedings, which could adversely affect our

reputation and results of operations.

From time to time, we are subject to allegations, and may be party to legal claims and

regulatory proceedings, relating to our business operations and business partners. Such

allegations, claims and proceedings may be brought by third parties, including users,

employees, business partners, governmental or regulatory bodies, competitors or other third

parties, and may include class actions. These allegations, claims and proceedings may concern

issues relating to, among others, labor disputes, and contract disputes. The outcome of

litigation, particularly class action lawsuits, is difficult to assess or quantify. Plaintiffs in these

types of lawsuits may seek recovery of very large or indeterminate amounts, and the magnitude

of the potential loss relating to such lawsuits may remain unknown for substantial periods of

time. We may incur significant expenses related to such proceedings, which may negatively

affect our operating results if changes to our business operations are required. There may also

be negative publicity associated with litigation that could decrease user acceptance of our

online recruitment services, regardless of whether the allegations are valid or whether we are

ultimately found liable. In addition, our directors, management, shareholders and employees

may from time to time be subject to litigation, regulatory investigations, proceedings and/or

negative publicity or otherwise face potential liability and expense in relation to commercial,

labor, employment, securities or other matters, which could adversely affect our reputation and

results of operations. As a result, litigation may adversely affect our business, financial

condition, results of operations or liquidity.

We and certain of our officers and directors have been named as defendants in a putative

securities class action filed on July 12, 2021 in the U.S. District Court for the District of New

Jersey, captioned Bell v. Kanzhun Limited et al, No. 2:21-cv-13543. See “Business—Legal

Proceedings and Compliance” for more details. We anticipate that we will continue to be a

target for lawsuits in the future, including class action lawsuits brought by shareholders. There

can be no assurance that we will be able to prevail in our defense or reverse any unfavorable

judgment on appeal, and we may decide to settle lawsuits on unfavorable terms. Any adverse

outcome of this kind of cases, including any plaintiffs’ appeal of the judgment in these cases,

could result in payments of substantial monetary damages or fines, or changes to our business

practices, and thus have a material adverse effect on our business, financial condition, results

of operation, cash flows and reputation. In addition, there can be no assurance that our

insurance carriers will cover all or part of the defense costs, or any liabilities that may arise

from these matters. The litigation process may utilize a significant portion of our cash

resources and divert management’s attention from the day-to-day operations of our company,

all of which could harm our business. We also may be subject to claims for indemnification

related to these matters, and we cannot predict the impact that indemnification claims may have

on our business or financial results.
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The ongoing COVID-19 pandemic could adversely affect our business, results of operations
and financial condition.

The ongoing COVID-19 pandemic has continued to spread across the world and has
created unique global and industry-wide challenges. COVID-19 has resulted in quarantines,
travel restrictions, the temporary closure of offices and facilities in China and many other
countries. New COVID-19 variants have also emerged across the globe, potentially extending
the period during which COVID-19 will negatively impact the global economy.

Recently, there has been a recurrence of COVID-19 outbreaks in certain cities and
provinces of China, including, among others, Shanghai, Beijing, Shenzhen, Chengdu and
Zhengzhou due to the COVID-19 variants, which delayed the recovery of consumption and
services. The impact from the COVID-19 has reduced the employers’ willingness to recruit and
their recruitment related budgets, which had a negative impact on our business, especially in
cities most impacted by the COVID-19 pandemic. For example, our calculated cash billings in
Shanghai dropped by 52.4% in April 2022 and by 59.2% in May 2022, as compared to the same
periods in 2021. In October 2022, our calculated cash billings in Zhengzhou dropped by 46.8%
as compared to the same period in 2021. In addition, we made adjustments to operation hours
and instituted work-from-home arrangements. We have also adopted enhanced hygiene and
precautionary measures to prevent infection and transmission of the COVID-19 within our
premises and among our staff.

The potential downturn brought by and the duration of the COVID-19 pandemic may be
difficult to assess or predict, and any associated negative impact on us will depend on many
factors beyond our control. The extent to which the COVID-19 pandemic impacts our
long-term results remains uncertain, and we are closely monitoring its impact on us. Our
business, results of operations, financial conditions and prospects could be adversely affected
directly, as well as indirectly to the extent that the ongoing COVID-19 pandemic harms the
Chinese and global economy in general. To the extent the COVID-19 pandemic adversely
affects our business and financial results, it may also heighten many of the other risks
described in this “Risk Factors” section.

Our operating metrics are subject to inherent challenges in measurement, and real or
perceived inaccuracies in those metrics may materially and adversely affect our business and
operating results.

We regularly review operating metrics, such as the number of our paid enterprise
customers and MAU, to evaluate growth trends, measure our performance and make strategic
decisions. These metrics are calculated using internal company data and have not been
validated by an independent third party. While these numbers are based on what we believe to
be reasonable estimates for the applicable period of measurement, there are inherent challenges
in measuring usage and user engagement across our large user base. Errors or inaccuracies in
our metrics could result in incorrect business decisions and inefficiencies. For example, if a
significant understatement or overstatement of the number of users were to occur, we may
expend resources to implement unnecessary business measures or fail to take required actions
to attract a sufficient number of users to satisfy our growth strategies.
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Our measures of operating metrics may differ from estimates published or adopted by
third parties, including but not limited to business partners, market and investment research
organizations (including short-selling research firms), investors and media, or from similarly
titled metrics used by our competitors or other companies in the relevant industries due to
differences in methodology and assumptions. If these third parties do not perceive our
operating metrics to be accurate representations of operations, or if we discover material
inaccuracies in our operating metrics, our brand value and reputation may be materially
harmed, our users and business partners may be less willing to allocate their resources or
spending to us, and we may face lawsuits or disputes in relation to the inaccuracies. As a result,
our business and operating results may be materially and adversely affected.

Computer and mobile malware, viruses, hacking and phishing attacks, spamming and
improper or illegal use of our online recruitment platform may affect user experience, which
could reduce our ability to attract users and materially and adversely affect our business,
financial condition and results of operations.

Computer and mobile malware, viruses, hacking and phishing attacks have become more
prevalent in our industry, have occurred on our online recruitment platform in the past, and may
occur again in the future. Although it is difficult to determine what, if any, direct harm may
result from an interruption or attack, any failure to maintain performance, reliability, security
and availability of our online recruitment platform and technology infrastructure to the
satisfaction of our users may seriously harm our reputation and our ability to retain existing
users and attract new users.

In addition, spammers may use our online recruitment platform to send targeted and
untargeted spam messages to users, which may affect user experience. In spamming activities,
spammers typically create multiple user accounts for the purpose of sending spam messages.
Although we attempt to identify and delete accounts created for spamming purposes, we may
not be able to effectively eliminate all spam messages from our online recruitment platform in
a timely fashion. Our actions to combat spam may also require diversion of significant time and
focus of our technology team from improving our online recruitment platform. As a result, our
users may use our online recruitment platform less or stop using them altogether, which may
result in continuing operational costs to us.

Pursuant to the PRC Data Security Law, entities carrying out data processing activities
shall establish a sound data security management system, organize data security education and
training, and take corresponding technical measures and other necessary measures to ensure
data security, in accordance with the provisions of laws and regulations. Risk-monitoring shall
be strengthened when carrying out data processing activities, and remedial measures shall be
taken immediately upon discovery of any data security defect or bug, disposal measures shall
be taken immediately upon occurrence of any data security incident, users shall be timely
notified in accordance with the relevant provisions and reports shall be made to relevant
competent authorities. Failure to fulfil aforementioned obligations may subject us to
rectification order, warning, fines, suspension of relevant business or suspension of our
operation as a whole for rectification, or revocation of relevant business permit or business
license.
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If the software used in our online recruitment platform and technology systems contains
undetected programming errors or vulnerabilities, our business could be adversely affected.

Our online recruitment platform and technology systems rely on software, including
software developed or maintained internally and/or by third parties. In addition, our online
recruitment platform and technology systems depend on the ability of such software to store
and process large amount of data. The software on which we rely in the past has contained, and
may now or in the future contain, undetected programming errors, bugs, or vulnerabilities.
Some errors may only be discovered after the code has been released for external or internal
use. Errors, vulnerabilities, or other design defects within the software on which we rely may
result in a negative experience for users using our online recruitment platform, delay
introductions of new features or enhancements, result in errors or compromise our ability to
protect the data of our users and/or our intellectual property or lead to reductions in our ability
to provide some or all of our services. In addition, any errors, bugs, vulnerabilities, or defects
discovered in the software on which we rely, and any associated degradations or interruptions
of service, could result in harm to our reputation and loss of users, which could adversely affect
our business, financial condition and operation results.

Our online recruitment platform and technology systems contain open source software,
which may pose particular risk to our proprietary software and online recruitment platform
features and functionalities in a manner that negatively affect our business.

We use open source software in our online recruitment platform and technology systems
and will continue to use open source software in the future. To handle risks in this regard, we
have set up an internal system that monitors any change in the source code of any open source
software we use in our operation, made risk management plan for open source software, and
increasingly invested in developing our proprietary software. Despite these risk management
efforts, open source software licenses could be construed in a manner that imposes
unanticipated conditions or restrictions on our ability to provide our services through the
various features and functionalities of our online recruitment platform. Additionally, we may
face claims from third parties claiming ownership of, or demanding release of, the open source
software or derivative works that we developed using such software. These claims could result
in litigation and could require us to make our software source code freely available, purchase
a costly license or cease offering the implicated services unless and until we can re-engineer
them to avoid infringement. This re-engineering process could require significant additional
technology and development resources, and we may not be able to complete it successfully.

We are dependent on app stores to distribute our mobile applications.

We offer our online recruitment services through our online recruitment platform, an
important component of which is our mobile applications. Our mobile applications are offered
via app stores operated by third parties, such as Apple’s App Store and various Android app
stores, which could suspend or terminate our users’ access to our mobile applications, increase
access costs or change the terms of access in a way that makes our mobile applications less
desirable or harder to access. As such, the promotion, distribution and operation of our mobile
applications are subject to such distribution platforms’ standard terms and policies for
application developers, which are subject to the interpretation of, and frequent changes by,
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these distribution channels. If Apple’s App Store or any Android app stores interpret or change
their standard terms and conditions in a manner that is detrimental to us, or terminate their
existing relationship with us, our business, financial condition and results of operations may
be materially and adversely affected. In the future, it is possible that compliance requirements
of app stores may cause us to suspend our mobile applications from such stores. As a result,
our ability to expand our user base may be hindered if potential users experience difficulties
in or are barred from accessing our mobile applications. Any such incident may adversely
affect our brands and reputation, business, financial condition and results of operations.

We are subject to risks relating to third-party online payment platforms.

Currently, we collect payments for our services through third-party online payment
systems. In all these online payment transactions, secured transmission of confidential
information such as our users’ credit card numbers and personal information over public
networks is essential to maintaining users’ trust and confidence on our online recruitment
platform.

We do not have control over the security measures of our third-party online payment
vendors. Any 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 or mobile network security breach
were to occur, users may become reluctant to pay for our services even if the publicized breach
did not involve payment systems or methods used by us. In addition, billing software errors
could damage user confidence in these online payment systems. If any of the above were to
occur and damage our reputation or the perceived security of the online payment systems we
use, we may lose users and users may be discouraged from purchasing our services, which may
have a material adverse effect on our business. During the Track Record Period and up to the
Latest Practicable Date, we had not experienced any material billings software errors.

In addition, there are currently only a limited number of reputable third-party online
payment systems in China. If any of these major payment systems decides to cease to provide
services to us, or significantly increase the percentage they charge us for using their payment
systems for our services, our results of operations may be materially and adversely affected.

Our results of operations are subject to fluctuations due to seasonality.

We experience fluctuations in our revenue streams which affect our ability to predict
quarterly results. For example, in a given year, our revenue is typically lower in the first quarter
as recruitment activities generally slow down around the Chinese New Year. As a result, our
revenues may vary materially from quarter to quarter and quarterly results may not be
comparable to the corresponding periods of prior years. Such uncertainty makes it difficult for
us to predict revenues for a particular quarter. Further, our quarterly sales and marketing
expenses are generally the highest in the first quarter of every year as we increase our sales and
branding activities during the Chinese New Year season. Therefore, actual results may differ
significantly from our targets or estimated quarterly results, which could cause the price of our
Class A Ordinary Shares and/or ADSs to fall.

RISK FACTORS

– 64 –



We may not be able to adequately protect our intellectual property, which could cause us to

be less competitive, and third-party infringements of our intellectual property rights may

adversely affect our business.

We believe that our patents, copyrights, trademarks and other intellectual property are

essential to our success. See also “Business—Licenses, Permits and Approvals.” We have

devoted considerable time and energy to the development and improvement of our online

recruitment platform and our technology system infrastructure.

We rely on a combination of patent, copyright and trademarks laws, trade secrets

protection and other contractual restrictions for the protection of the intellectual property used

in our business. Effective intellectual property protection may not be available or may not be

sought, and contractual disputes may affect the use of the intellectual property governed by

private contract. Although our contracts with users and business partners typically prohibit the

unauthorized use of our brands, images and other intellectual property rights, there can be no

assurance that they will always comply with these terms. These agreements may not effectively

prevent the unauthorized use of our intellectual properties or disclosure of confidential

information and may not provide an adequate remedy for such unauthorized use or disclosure

of personal information. Although we enter into confidentiality and non-disclosure agreements

with our employees, and we also have in place various relevant internal rules and polices that

require compliance from our employees, these agreements could be breached, the internal rules

and policies could be violated, we may be involved in disputes in respect of these agreements

and internal rules and policies for which we may not have adequate remedies, and our

proprietary technology, know-how or other intellectual property could otherwise become

known to third parties. In addition, third parties may independently discover trade secrets and

proprietary information, limiting our ability to assert any trade secret rights against such

parties.

While we actively take steps to protect our proprietary rights, such steps may not be

adequate to prevent the infringement or misappropriation of our intellectual property. As of the

Latest Practicable Date, we had not registered certain trademarks for certain services we

provide in connection with our operation. We also cannot assure our registered trademarks have

covered an adequate scope of our existing and future business operations and as of the Latest

Practicable Date, we were in the process of registering certain trademarks that are necessary

based on the current scope of our business. However, there can be no assurance that any of our

trademark applications will ultimately proceed to registration or will result in registration with

adequate scope for our business, particularly if such requested trademarks are found to conflict

with the registered trademarks owned by third parties, including our competitors. Some of our

pending applications or registrations may be successfully challenged or invalidated by others.

If our trademark applications are not successful, we may have to use different marks for

affected services, or seek to enter into arrangements with any third parties who may have prior

registrations, applications or rights, which might not be available on commercially reasonable

terms, if at all.
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It is often difficult to maintain and enforce intellectual property rights in China. Statutory
laws and regulations are subject to judicial interpretation and their enforcement may lack
consistency. Accordingly, we may not be able to effectively protect our intellectual property
rights or to enforce our related contractual rights in China. Preventing any unauthorized use of
our proprietary technology, trademarks and other intellectual property is difficult and
expensive, and litigation may be necessary in the future to enforce our intellectual property
rights. Future litigation could result in substantial costs and diversion of our resources, and
could disrupt our business, as well as materially and adversely affect our financial condition
and results of operations.

We have been and may be in the future subject to intellectual property infringement claims
or other allegations by third parties, which may materially and adversely affect our business,
financial condition and prospects.

We have ever been and may in the future be subject to intellectual property infringement
claims or other allegations by third party owners or right holders of patents, copyrights,
trademarks, trade secrets and content for services we provide or for information or content
displayed on, retrieved from or linked to, recorded, stored or made accessible on our online
recruitment platform, or otherwise distributed to our users, including in connection with the
music, movies and videos played, recorded, stored or made accessible on our online
recruitment platform during user profile display or advertisement display, which may
materially and adversely affect our business, financial condition and prospects.

Generally, companies in the internet-related industries are frequently involved in
litigation based on allegations of infringement of intellectual property rights, unfair
competition, invasion of privacy, defamation and other violations of other parties’ rights. The
validity, enforceability and scope of protection of intellectual property rights in internet-related
industries, particularly in China, are uncertain and still evolving. As we face increasing
competition and as litigation becomes a more common method for resolving commercial
disputes in China, we face a higher risk of being the subject of intellectual property
infringement claims or other legal proceedings.

We allow users to upload text, pictures, audio, video and other content to our online
recruitment platform and users to download, share, link to and otherwise access other content
on our online recruitment platform. Under relevant PRC laws and regulations, online service
providers, which provide storage space for users to upload works or links to other services or
content, could be held liable for copyright infringement under various circumstances, including
situations where the online service provider knows or should reasonably have known that the
relevant content uploaded or linked to on its platform infringes upon the copyright of others
and the online service provider failed to take necessary actions to prevent such infringement.
We have procedures implemented to reduce the likelihood that content might be used without
proper licenses or third-party consents. However, these procedures may not be effective in
preventing the unauthorized posting or distribution of copyrighted content, and we may be
considered failing to take necessary actions against such infringement. Therefore, we may face
liability for copyright or trademark infringement, defamation, unfair competition, libel,
negligence, and other claims based on the nature and content of the materials that are delivered,
shared or otherwise accessed through our online recruitment platform.

RISK FACTORS

– 66 –



Defending claims is costly and can impose a significant burden on our management and
employees, and there can be no assurance that favorable final outcomes will be obtained in all
cases. Such claims, even if they do not result in liability, may harm our reputation. Any
resulting liability or expenses, or changes required to be made to our online recruitment
platform to reduce the risk of future liability, may have a material adverse effect on our
business, financial condition and prospects.

Our advertising content may subject us to penalties and other administrative actions.

Under PRC advertising laws and regulations, we are obligated to monitor our advertising
content to ensure that such content is true and accurate and in full compliance with applicable
laws and regulations. Violation of these laws and regulations may subject us to penalties,
including fines, confiscation of our advertising income, orders to cease dissemination of the
advertisements and orders to publish an announcement correcting the misleading information.
In circumstances involving serious violations by us, PRC governmental authorities may force
us to terminate our advertising operations or revoke our licenses. See
“Regulations—Regulations Relating to Advertisement.”

While we have made significant efforts to ensure that our advertisements are in full
compliance with applicable PRC laws and regulations, we cannot assure you that all the content
contained in such advertisements is true and accurate as required by the advertising laws and
regulations, especially given the uncertainty in the interpretation of these PRC laws and
regulations. If we are found to be in violation of applicable PRC advertising laws and
regulations, we may be subject to penalties and our reputation may be harmed, which may
negatively affect our business, financial condition, results of operations and prospects.

Increasing focus with respect to environmental, social and governance matters may impose
additional costs on us or expose us to additional risks. Failure to comply with the laws and
regulations on environmental, social and governance matters may subject us to penalties and
adversely affect our business, financial condition and results of operations.

The PRC government and public advocacy groups have been increasingly focused on
environment, social and governance, or ESG, issues in recent years, making our business more
sensitive to ESG issues and changes in governmental policies and laws and regulations
associated with environment protection and other ESG-related matters. Investor advocacy
groups, certain institutional investors, investment funds, and other influential investors are also
increasingly focused on ESG practices and in recent years have placed increasing importance
on the implications and social cost of their investments. Regardless of the industry, increased
focus from investors and the PRC government on ESG and similar matters may hinder access
to capital, as investors may decide to reallocate capital or to not commit capital as a result of
their assessment of a company’s ESG practices. Any ESG concern or issue could increase our
regulatory compliance costs. If we do not adapt to or comply with the evolving expectations
and standards on ESG matters from investors and the PRC government or are perceived to have
not responded appropriately to the growing concern for ESG issues, regardless of whether there
is a legal requirement to do so, we may suffer from reputational damage and the business,
financial condition, and the price of our Class A Ordinary Share and/or ADSs could be
materially and adversely effected.
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Existing or future strategic alliances, long-term investments and acquisitions may have a

material and adverse effect on our business, reputation and results of operations.

We may enter into strategic alliances, including joint ventures or minority equity

investments, with various third parties to further our business purpose from time to time. These

alliances could subject us to a number of risks, including risks associated with sharing

proprietary information, non-performance by the third party and increased expenses in

establishing new strategic alliances, any of which may materially and adversely affect our

business. We may have limited ability to monitor or control the actions of these third parties

and, to the extent any of these strategic third parties suffers negative publicity or harm to their

reputation from events relating to their business, we may also suffer negative publicity or harm

to our reputation by virtue of our association with any such third party.

In addition, if appropriate opportunities arise, we may acquire additional assets, products,

technologies or businesses that are complementary to our existing business. Future acquisitions

and the subsequent integration of new assets and businesses 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 have an adverse effect on our business operations.

Acquisitions may not achieve our goals and could be viewed negatively by users, business

partners or investors. Acquisitions could result in the use of substantial amounts of cash,

potentially dilutive issuances of equity securities, the occurrence of significant goodwill

impairment charges, amortization expenses for other intangible assets and exposure to potential

unknown liabilities of the acquired business. Moreover, the costs of identifying and

consummating acquisitions may be significant. In addition to possible shareholders’ approval,

we may also have to obtain approvals and licenses from relevant governmental authorities for

the acquisitions and to comply with any applicable PRC laws and regulations, which could

result in increased delay and costs.

Our business depends substantially on the continuing efforts of our executive officers and

other key employees. If we lose their services or do not plan their succession effectively, our

business operations and growth prospects may be materially and adversely affected.

Our future success depends heavily on the continuing services of our executive officers

and other key employees. In particular, we rely on the expertise, experience and vision of our

Founder, Chairman and Chief Executive Officer, Mr. Peng Zhao, as well as other members of

our senior management team. If one or more of our executive officers or other key employees

were unable or unwilling to continue their services with us or are otherwise subject to any legal

or regulatory liabilities in their personal capacity or otherwise, we might not be able to replace

them easily, in a timely manner, or at all. Competition for qualified talent is intense, there can

be no assurance that we will be able to attract or retain qualified employees. As a result, our

business may be materially and adversely affected, our financial condition and results of

operations may be severely affected, and we may incur additional expenses to recruit, train and

retain key personnel.
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Moreover, if any of our executive officers or other key employees joins a competitor or
forms a competing company, we may lose know-how, trade secrets, business partners, user base
and market share. Each of our executive officers and key employees has entered into an
employment agreement, a confidentiality and intellectual property ownership agreement and a
non-compete agreement. However, these agreements may be deemed invalid or unenforceable
under PRC laws and other applicable laws and regulations in other jurisdictions. If any dispute
arises between our executive officers or key employees and us, there can be no assurance that
we would be able to enforce these agreements in China and other jurisdictions, where these
executive officers and key employees may reside.

Effective succession planning is also important to the long-term success of our business.
If we fail to ensure effective transfer of knowledge and smooth transitions involving key
employees, it could significantly hinder our strategic planning and execution. The loss of
senior management or any ineffective transitions in management could delay or prevent the
achievement of our development and strategic objectives, which could adversely affect our
business, financial condition, results of operations, and cash flows.

Competition for qualified personnel is often intense. If we are unable to recruit, train and
retain sufficient qualified personnel while controlling our labor costs, our business may be
materially and adversely affected.

Our ability to continue to conduct and expand our operations depends on our ability to
attract and retain a large and growing number of qualified personnel in China and also globally.
Our ability to meet our labor needs, including our ability to find qualified personnel to fill
positions that become vacant, while controlling labor costs, is generally subject to numerous
external factors, including the availability of a sufficient number of qualified persons in the
markets where we operate, unemployment levels within those markets, prevailing wage rates,
changing demographics, health and other insurance costs and adoption of new or revised
employment and labor laws and regulations. If we are unable to locate, attract or retain
qualified personnel, or manage leadership transition successfully, the quality of service we
provide to users may decrease and our financial performance may be adversely affected. In
addition, if our costs of labor or related costs increase for other reasons or if new or revised
labor laws, rules or regulations or healthcare laws are adopted or implemented that further
increase our labor costs, our financial performance could be materially and adversely affected.

We may not have sufficient insurance to cover our business risks, so that any uninsured
occurrence of business disruption may result in substantial costs to us and the diversion of
our resources, which could have an adverse effect on our results of operations and financial
condition.

We provide social security insurance for our employees as required by PRC law, and we
also provide supplemental commercial medical insurance for our employees. We do not
maintain business interruption insurance or key-man insurance. We consider this practice to be
reasonable in light of the nature of our business, which is in line with the practices of other
companies of similar size in the same industry in China. In addition, insurance companies in
China currently offer limited business-related insurance products. Any uninsured occurrence of
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business disruption, litigation or natural disaster, or significant damages to our uninsured
equipment or facilities could disrupt our business operations, requiring us to incur substantial
costs and divert our resources, which could have an adverse effect on our business, financial
condition and results of operations could be materially and adversely affected.

If we fail to maintain an effective system of internal control over financial reporting, we may

be unable to accurately report our financial results, meet our reporting obligations or

prevent fraud.

In connection with the audit of our consolidated financial statements as of and for the

fiscal years ended December 31, 2019 and 2020, we and our independent registered public

accounting firm identified two material weaknesses in our internal control over financial

reporting. See “Business—Risk Management and Internal Control—Internal Control Risk

Management” for further details of the weaknesses and the measures we have taken to address

the weaknesses.

We are a public company in the United States subject to the Sarbanes-Oxley Act of 2002.

Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, requires that we include a

report from management on our internal control over financial reporting in our annual report

on Form 20-F beginning with our annual report for the fiscal year ending December 31, 2022.

In addition, once we cease to be an “emerging growth company” as such term is defined in the

JOBS Act, our independent registered public accounting firm must attest to and report on the

effectiveness of our internal control over financial reporting. Our management may conclude

that our internal control over financial reporting is not effective. Moreover, even if our

management concludes that our internal control over financial reporting is effective, our

independent registered public accounting firm, after conducting its own independent testing,

may issue a report that is qualified if it is not satisfied with our internal control over financial

reporting or the level at which our controls are documented, designed, operated or reviewed,

or if it interprets the relevant requirements differently from us. In addition, as a result of

becoming a public company, our reporting obligations may place a significant strain on our

management, operational and financial resources and systems for the foreseeable future. We

may be unable to timely complete our evaluation testing and any required remediation.

During the course of documenting and testing our internal control procedures, in order to

satisfy the requirements of Section 404, we may identify other weaknesses or deficiencies in

our internal control over financial reporting. In addition, if we fail to maintain the adequacy

of our internal control over financial reporting, as these standards are modified, supplemented

or amended from time to time, we may not be able to conclude on an ongoing basis that we

have effective internal control over financial reporting in accordance with Section 404.

Generally speaking, if we fail to achieve and maintain an effective internal control

environment, we could suffer material misstatements in our financial statements and fail to

meet our reporting obligations, which would likely cause investors to lose confidence in our

reported financial information. This could in turn limit our access to capital markets, harm our

results of operations and lead to a decline in the trading price of our Class A Ordinary Share
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and/or ADSs. Additionally, ineffective internal control over financial reporting could expose us

to increased risk of fraud or misuse of corporate assets and subject us to potential delisting

from the stock exchange on which we list, regulatory investigations and civil or criminal

sanctions.

We have granted and expect to continue to grant share-based awards in the future under our

share incentive plan, which may increase share-based compensation expenses, affect our

financial performance, and potentially dilute the shareholding of our Shareholders.

In order to attract and retain qualified employees, provide incentives to our directors and

employees, and promote the success of our business, we adopted a share incentive plan in

September 2020, which was amended and restated in May 2021 (as so amended and restated,

the “2020 Share Incentive Plan”) and conditionally adopted the Post-IPO Share Scheme on

December 14, 2022 with effect from Listing. For details, see “Statutory and General

Information – Share Incentive Plans” in Appendix IV. As of the Latest Practicable Date, options

and restricted share units to purchase 93,148,510 of our Class A Ordinary Shares had been

granted and outstanding, excluding options that were forfeited or canceled after the relevant

grant dates. For the years ended December 31, 2019, 2020 and 2021 and the six months ended

June 30, 2022, we recorded RMB34.3 million, RMB657.2 million, RMB1.9 billion (US$287.2

million) and RMB283.0 million (US$42.3 million) in share-based compensation expenses,

respectively.

We believe the granting of share-based awards is of significant importance to our ability

to attract and retain key personnel and employees, and we will continue to grant share-based

awards to employees in the future. As a result, our expenses associated with share-based

compensation may increase, which may have an adverse effect on our results of operations.

We face certain risks related to our leased properties.

We lease real properties in China from third parties primarily as office space. We have not

registered some of our lease agreements for these properties with the PRC governmental

authorities as required by PRC law. Although the failure to do so does not in itself invalidate

the lease agreements, we may be ordered by the PRC government authorities to rectify such

noncompliance and, if such noncompliance is not rectified within a given period of time, we

may be subject to fines imposed by PRC government authorities ranging from RMB1,000 and

RMB10,000 for each lease agreement that has not been registered with the relevant PRC

governmental authorities. In addition, the land nature and planned uses of certain leased

properties are inconsistent with the use stipulated in our lease contracts and the owners do not

provide any approval from the competent authorities for the change of uses of such leased

properties. Thus, we may not be able to continue to use such leased properties and may have

to relocate to other premises, if the competent authorities order the owners to make

rectifications. In addition, certain of our leased properties were subject to mortgage when we

entered our lease agreements. If the ownership of such properties changes as a result of the

foreclosure of the mortgage, we may not be able to enforce our rights to the leased properties
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under the respective lease agreements against the mortgagee. We cannot assure you that

suitable alternative locations are readily available on commercially reasonable terms, or at all,

and if we are unable to relocate our affected operations in a timely manner, our operations may

be adversely affected.

The ownership certificates or other similar proof of some of our leased properties have

not been provided to us by the relevant lessors. Therefore, we cannot assure you that such

lessors are entitled to lease the relevant real properties to us. If the lessors are not entitled to

lease the real properties to us and the owners of such real properties decline to ratify the lease

agreements between us and the respective lessors, we may not be able to enforce our rights to

lease such properties under the respective lease agreements against the owners. If we face

challenges from the legal owners of the leased real properties or other third parties, we could

be required to vacate the properties and incur additional costs, in the event of which we could

only initiate the claim against the lessors under relevant PRC laws and/or lease agreements for

indemnities for their breach of the relevant leasing agreements. We cannot assure you that

suitable alternative locations are readily available on commercially reasonable terms, or at all,

and if we are unable to relocate our officers in a timely manner, our operations may be

interrupted.

We face risks related to natural and other disasters, including severe weather conditions or

outbreaks of health epidemics, and other extraordinary events, which could significantly

disrupt our operations.

In addition to the impact of COVID-19, our business could be materially and adversely

affected by natural disasters, other health epidemics or other public safety concerns affecting

the PRC, and particularly Beijing. Natural disasters may give rise to server interruptions,

breakdowns, system failures, technology platform failures, internet failures or other operation

interruptions for us and our business partners, which could cause the loss or corruption of data

or malfunction of software or hardware as well as adversely affect our ability and the ability

of our business partners to conduct daily operations. Our business could also be adversely

affected if employees of ours or our business partners are affected by health epidemics. In

addition, our results of operations could be adversely affected to the extent that any health

epidemic harms the Chinese economy in general.

Our headquarters is located in Beijing, China, where most of our directors and

management and the majority of our employees currently reside. Most of our system hardware

and the back-up systems supplied by third-party cloud service providers are hosted in facilities

located in China. Consequently, if any natural disasters, health epidemics or other public safety

concerns were to affect China and Beijing in particular, our operation may experience material

disruptions, which may materially and adversely affect our business, financial condition and

results of operations.
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RISKS RELATING TO OUR CORPORATE STRUCTURE

If the PRC government finds that the agreements that establish the structure for operating

some of our operations in China do not comply with PRC laws and regulations relating to

the relevant industries, or if these laws and regulations or the interpretation of existing laws

and regulations change in the future, we could be subject to severe penalties or be forced to

relinquish our interests in those operations.

Foreign ownership in entities that provide internet and other related businesses, including

but not limited to, the value-added telecommunication services, internet audio-video program

services and radio and television program services, is subject to restrictions under current PRC

laws and regulations, unless certain exceptions are available. Specifically, the operation of

certain value-added telecommunications services are considered “restricted,” and foreign

ownership of an internet information service provider may not exceed 50%. The provision of

internet audio-video program services and radio and television program services are considered

“prohibited.”

We are a Cayman Islands company and our PRC subsidiaries are considered foreign-

invested enterprises. To ensure compliance with the PRC laws and regulations, we conduct our

foreign investment restricted business in China through Beijing Huapin Borui Network

Technology Co., Ltd., or the VIE, and its subsidiaries, and the VIE currently holds the

value-added telecommunication business license and other licenses necessary for our operation

of such restricted business, based on a series of contractual arrangements by and among Beijing

Glory Wolf Co., Ltd., or our WFOE, the VIE, and shareholders of the VIE. These contractual

agreements enable us to (i) receive substantially all of the economic benefits of the VIE, (ii)

have the pledge right over the equity interests in the VIE as the pledgee, and (iii) have an

exclusive purchase option to purchase all or part of the equity interests and/or assets in the VIE

when and to the extent permitted by PRC law. Because of these contractual arrangements, we

are the primary beneficiary of the VIE in China and hence consolidate its financial results for

accounting purpose as the variable interest entity under U.S. GAAP. We conduct our operations

in China through (i) our PRC subsidiaries and (ii) the VIE with which we maintained these

contractual arrangements and their subsidiaries in China. See “History, Development and

Corporate Structure” for further details. Investors in our ADSs thus are not purchasing equity

interest in the VIE in China but instead are purchasing equity interest in a Cayman Islands

holding company with no equity ownership in the VIE.

In the opinion of our PRC Legal Adviser, (i) the ownership structures of the VIE and our

WFOE in China are not in violation of mandatory provisions of applicable PRC laws and

regulations currently in effect; and (ii) the agreements under the contractual arrangements

among our WFOE, the VIE, and shareholders of the VIE governed by PRC laws are valid and

binding upon each party to such arrangements and enforceable against each party thereto in

accordance with their terms and applicable PRC laws and regulations currently in effect, except

for some circumstance. For further information, please refer to the section headed “Contractual
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Arrangements—Legality of the Contractual Arrangements.” However, we have been further

advised by our PRC Legal Adviser that there are substantial uncertainties regarding the

interpretation and application of current or future PRC laws and regulations.

Our holding company in the Cayman Islands, the VIE, and investments in our Company

face uncertainty about potential future actions by the PRC government that could affect the

enforceability of the contractual arrangements with the VIE and, consequently, the business,

financial condition, and results of operations of the VIE and our Company as a group. In

addition, our ADSs may decline in value or become worthless if we are unable to assert our

contractual control rights over the assets of the VIE, which contributed substantially all of our

revenues in 2019, 2020, 2021 and the six months ended June 30, 2022. Thus, the PRC

government may ultimately take a view contrary to the opinion of our PRC Legal Adviser. If

the PRC government otherwise find that we are in violation of any existing or future PRC laws

or regulations or lack the necessary permits or licenses to operate our business, the relevant

governmental authorities would have broad discretion in dealing with such violation,

including, without limitation:

• revoking the business licenses and/or operating licenses of our PRC entities;

• imposing fines on us;

• confiscating any of our income that they deem to be obtained through illegal

operations, or imposing other requirements with which we or the VIE may not be

able to comply;

• discontinuing or placing restrictions or onerous conditions on our operations;

• placing restrictions on our right to collect revenues;

• shutting down our servers or blocking our online recruitment platform;

• requiring us to restructure our ownership structure or operations, including

terminating the contractual arrangements with the VIE and deregistering the equity

pledges of the VIE, which in turn would affect our ability to consolidate or derive

economic interests from the VIE;

• restricting or prohibiting our use of the proceeds from our offshore offerings or other

of our financing activities to finance the business and operations of the VIE; or

• taking other regulatory or enforcement actions that could be harmful to our business.
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If the PRC government determines that the contractual arrangements constituting part of

the VIE structure do not comply with PRC regulations, or if these regulations change or are

interpreted differently in the future, our Class A Ordinary Shares or ADSs may decline in value

or become worthless if we are unable to assert our contractual control rights over the assets of

the VIE, which conducts substantially all our business operations that generate external

revenues. Our holding company in the Cayman Islands, the VIE, and investors of our company

face uncertainty about potential future actions by the PRC government that could affect the

enforceability of the contractual arrangements with the VIE and, consequently, significantly

affect the financial performance of our company.

Furthermore, any of the aforementioned events could cause significant disruption to our

business operations and severely damage our reputation, which would in turn have a material

adverse effect on our business, financial condition and results of operations. If occurrences of

any of these events results in our inability to direct the activities of the VIE that most

significantly impact their economic performance, and/or our failure to receive the economic

benefits and residual returns from the VIE, and we are not able to restructure our ownership

structure and operations in a satisfactory manner, we may not be able to consolidate the

financial results of the VIE in our consolidated financial statements in accordance with U.S.

GAAP.

The contractual arrangements with the VIE and its shareholders may not be as effective as

direct ownership in providing operational control.

We have to rely on the contractual arrangements with the VIE and its shareholders to

operate the business in areas where foreign ownership is restricted, including but not limited

to, provision of certain value-added telecommunication services. For description of these

contractual arrangements, see “Contractual Arrangements.” These contractual arrangements,

however, may not be as effective as direct ownership. For example, the VIE and its

shareholders could breach their contractual arrangements with us by, among other things,

failing to conduct the operations of the VIE in an acceptable manner or taking other actions that

are detrimental to our interests.

If we had direct ownership of the VIE in China, we would be able to exercise our rights

as a shareholder to effect changes in the board of directors of the VIE, which in turn could

implement changes, subject to any applicable fiduciary obligations, at the management and

operational level. However, under the current contractual arrangements, we rely on the

performance by the VIE and its shareholders of their obligations under the contracts. The

shareholders of the VIE may not act in the best interests of our company or may not perform

their obligations under these contracts. If any dispute relating to these contracts remains

unresolved, we will have to enforce our rights under these contracts through the operations of

PRC law and arbitration, litigation and other legal proceedings and therefore will be subject to

uncertainties in the PRC legal system. Meanwhile, there are very few precedents as to whether

contractual arrangements would be judged to be effective over the relevant consolidated

affiliated entities through the contractual arrangements, or how contractual arrangements in the

context of a VIE should be interpreted or enforced by the PRC courts. Should legal actions
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become necessary, we cannot guarantee that the court will rule in favor of the enforceability

of the VIE contractual arrangements. In the event we are unable to enforce these contractual

arrangements, or if we suffer significant delay or other obstacles in the process of enforcing

these contractual arrangements, our ability to conduct our business may be materially adversely

affected. See “—Any failure by the VIE or its shareholders to perform their obligations under

our contractual arrangements with them would have a material and adverse effect on our

business.”

Any failure by the VIE or its shareholders to perform their obligations under our contractual

arrangements with them would have a material and adverse effect on our business.

If the VIE or its shareholders fail to perform their respective obligations under the

contractual arrangements, we may have to incur substantial costs and expend additional

resources to enforce such arrangements. We may also have to rely on legal remedies under PRC

law, including seeking specific performance or injunctive relief, and contractual remedies,

which we cannot assure you will be sufficient or effective under PRC law. For example, if the

shareholders of the VIE were to refuse to transfer their equity interests in the VIE to us or our

designee if we exercise the purchase option pursuant to these contractual arrangements, or if

they were otherwise to act in bad faith toward us, then we may have to take legal actions to

compel them to perform their contractual obligations. In addition, if any third parties claim any

interest in such shareholders’ equity interests in the VIE, our ability to exercise shareholders’

rights or foreclose the share pledge according to the contractual arrangements may be impaired.

If these or other disputes between the shareholders of the VIE and third parties were to impair

our status as the primary beneficiary of the VIE, our ability to consolidate the financial results

of the VIE would be affected, which would in turn result in a material adverse effect on our

business, operations and financial condition.

All the agreements under our contractual arrangements are governed by PRC law and

provide for the resolution of disputes through arbitration in China. Accordingly, these contracts

would be interpreted in accordance with PRC law and any disputes would be resolved in

accordance with PRC legal procedures. Uncertainties in the PRC legal system could limit our

ability to enforce these contractual arrangements. See “—Risks Relating to Doing Business in

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

Meanwhile, there are very few precedents and little formal guidance as to how contractual

arrangements in the context of a consolidated VIE should be interpreted or enforced under PRC

law. There remain significant uncertainties regarding the ultimate outcome of such arbitration

should legal action become necessary. In addition, under PRC law, rulings by arbitrators are

final, parties cannot appeal the arbitration results in courts, and if the losing parties fail to carry

out the arbitration awards within a prescribed time limit, the prevailing parties may only

enforce the arbitration awards in PRC courts through arbitration award recognition

proceedings, which would require additional expenses and delay. In the event we are unable to

enforce these contractual arrangements, or if we suffer significant delay or other obstacles in

the process of enforcing these contractual arrangements, our ability to conduct our business

may be negatively affected.
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The shareholders of the VIE may have actual or potential conflicts of interest with us.

The shareholders of the VIE may have actual or potential conflicts of interest with us.

These shareholders may breach, or cause the VIE to breach, or refuse to renew, the existing

contractual arrangements we have with them and the VIE, which would have a material and

adverse effect on our ability to effectively control the VIE and receive economic benefits from

it. For example, the shareholders may be able to cause our agreements with the VIE to be

performed in a manner adverse to us by, among other things, failing to remit payments due

under the contractual arrangements to us on a timely basis. We cannot assure you that when

conflicts of interest arise any or all of these shareholders will act in the best interests of our

company or such conflicts will be resolved in our favor.

Currently, we do not have any arrangements to address potential conflicts of interest

between these shareholders and our company, except that we could exercise our purchase

option under the exclusive purchase option agreements with these shareholders to request them

to transfer all of their equity interests in the VIE to a PRC entity or individual designated by

us, to the extent permitted by PRC law. For Mr. Peng Zhao, who is our Chairman and Chief

Executive Officer and also a major shareholder of the VIE, we rely on him to abide by the laws

of the Cayman Islands, which provide that directors and officers owe a fiduciary duty to the

company that requires them to act in good faith and in what they believe to be the best interests

of the company and not to use their position for personal gains. The shareholders of the VIE

have executed powers of attorney to appoint our WFOE to vote on their behalf and exercise

voting rights as shareholders of the VIE. If we cannot resolve any conflict of interest or dispute

between us and the shareholders of the VIE, we would have to rely on legal proceedings, which

could result in disruption of our business and subject us to substantial uncertainty as to the

outcome of any such legal proceedings.

The shareholders of the VIE may be involved in personal disputes with third parties or

other incidents that may have an adverse effect on their respective equity interests in the VIE

and the validity or enforceability of our contractual arrangements with the VIE and its

shareholders. For example, in the event that any individual shareholder of the VIE divorces his

or her spouse, the spouse may claim that the equity interest of the VIE held by such shareholder

is part of their community property and should be divided between such shareholder and his

or her spouse. If such claim is supported by the court, the relevant equity interest may be

obtained by the shareholder’s spouse or another third party who is not subject to obligations

under our contractual arrangements, which could result in a loss of our status as the primary

beneficiary of the VIE. Similarly, if any of the equity interests of the VIE is inherited by a third

party with whom the current contractual arrangements are not binding, we could lose our status

as the primary beneficiary of the VIE or have to maintain such status by incurring

unpredictable costs, which could cause significant disruption to our business and operations

and harm our financial condition and results of operations.
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Although under our current contractual arrangements, (i) the VIE’s shareholders’ spouses

have executed spousal consent letters under which the spouses agree not to assert any rights

over the equity interest in the VIE held by the VIE’s shareholders, and (ii) it is expressly

provided that the VIE and its shareholders shall not assign any of their respective rights or

obligations to any third party without the prior written consent of our WFOE, we cannot assure

you that these undertakings and arrangements will be complied with or effectively enforced. In

the case any of them is breached or becomes unenforceable and leads to legal proceedings, it

could disrupt our business, distract our management’s attention and subject us to substantial

uncertainties as to the outcome of any such legal proceedings.

Contractual arrangements in relation to the VIE may be subject to scrutiny by the PRC tax

authorities and they may determine that we or the VIE owes additional taxes, which could

negatively affect our financial condition and the value of your investment.

Under applicable PRC laws and regulations, arrangements and transactions among related

parties may be subject to audit or challenge by the PRC tax authorities. We could face material

and adverse tax consequences if the PRC tax authorities determine that the contractual

arrangements in relation to the VIE were not entered into on an arm’s length basis in such a

way as to result in an impermissible reduction in taxes under applicable PRC laws, rules and

regulations, and adjust the taxable income of the VIE in the form of a transfer pricing

adjustment. A transfer pricing adjustment could, among other things, result in a reduction of

expense deductions recorded by the VIE for PRC tax purposes, which could in turn increase

its tax liabilities without reducing our PRC subsidiaries’ tax expenses. In addition, the PRC tax

authorities may impose late payment fees and other penalties on the VIE for the adjusted but

unpaid taxes according to the applicable regulations. Our financial position could be materially

and adversely affected if the VIE’s tax liabilities increase or if it is required to pay late payment

fees and other penalties.

Our current corporate structure and business operations may be substantially affected by the

newly enacted Foreign Investment Law.

On March 15, 2019, the NPC promulgated the PRC Foreign Investment Law (《中華人
民共和國外商投資法》), which took effect on January 1, 2020. Since it is relatively new,

substantially uncertainties exist in relation to its interpretation and implementation. The PRC

Foreign Investment Law does not explicitly classify whether VIEs that are controlled through

contractual arrangements would be deemed as foreign invested enterprises if they are

ultimately “controlled” by foreign investors. However, it has a catch-all provision under

definition of “foreign investment” that includes investments made by foreign investors in

China through other means as provided by laws, administrative regulations or other methods

prescribed by the State Council. Therefore, it still leaves leeway for future laws, administrative

regulations or provisions of the State Council to provide for contractual arrangements as a form

of foreign investment, at which time it will be uncertain whether our contractual arrangements

will be deemed to be in violation of the market access requirements for foreign investment in

the PRC and if yes, how our contractual arrangements should be dealt with.
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The PRC Foreign Investment Law grants national treatment to foreign-invested entities,

except for those foreign-invested entities that operate in industries specified as either

“restricted” or “prohibited” from foreign investment in the Special Administrative Measures

(Negative List) for Access of Foreign Investment (《外商投資准入特別管理措施(負面清
單)(2021年版)》) jointly promulgated by the MOFCOM and the NDRC, and came into effect

in January 2022. The PRC Foreign Investment Law provides that (i) foreign-invested entities

operating in “restricted” industries are required to obtain market entry clearance and other

approvals from relevant PRC government authorities; (ii) foreign investors shall not invest in

any industries that are “prohibited” under the Negative List. If our consolidation of the VIE for

accounting purpose is deemed as foreign investment in the future, and any business of the VIE

is “restricted” or “prohibited” from foreign investment under the “negative list” effective at the

time, we may be deemed to be in violation of the PRC Foreign Investment Law, the contractual

arrangements may be deemed as invalid and illegal, and we may be required to unwind such

contractual arrangements and/or restructure our business operations, any of which may have a

material adverse effect on our business operation.

Furthermore, if future laws, administrative regulations or provisions mandate further

actions to be taken by companies with respect to existing contractual arrangements, we may

face substantial uncertainties as to whether we can complete such actions in a timely manner,

or at all. Failure to take timely and appropriate measures to cope with any of these or similar

regulatory compliance challenges could materially and adversely affect our current corporate

structure and business operations.

We may lose the ability to use and enjoy assets held by the VIE that are critical to the

operation of our business if the VIE declare bankruptcy or become subject to a dissolution

or liquidation proceeding.

The VIE holds certain assets that may be critical to the operation of our business. If the

shareholders of the VIE breach the contractual arrangements and voluntarily liquidate the VIE,

or if the VIE declares bankruptcy and all or part of its assets become subject to liens or rights

of third-party creditors or are otherwise disposed of without our consent, we may be unable to

continue some or all of our business activities, which could materially and adversely affect our

business, financial condition and results of operations. In addition, if the VIE undergoes an

involuntary liquidation proceeding, third-party creditors may claim rights to some or all of its

assets, thereby hindering our ability to operate our business, which could materially or

adversely affect our business, financial condition and results of operations.
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RISKS RELATING TO DOING BUSINESS IN CHINA

Changes in China’s economic, political or social conditions or government policies could

have a material and adverse effect on our business and results of operations.

The vast majority 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, such as

land, 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

online recruitment service industry is highly sensitive to general economic changes. Any

adverse changes in economic conditions in China, in the policies of the Chinese government

or in the laws and regulations in China could have a material adverse effect on the overall

economic growth of China. Such developments could adversely affect our business and

operating results, lead to a reduction in demand for our services and adversely affect our

competitive position. 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. The growth rate of the Chinese economy

has gradually slowed since 2012, and the impact of COVID-19 on the global and Chinese

economy in and since 2020 is significant. Any prolonged slowdown in the global and Chinese

economy may reduce the demand for our services and materially and adversely affect our

business and results of operations.
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Uncertainties with respect to the PRC legal system could adversely affect us.

The PRC legal system is a civil law system based on written statutes. Unlike the common

law system, prior court decisions may be cited for reference but have limited precedential

value. The overall effect of legislation over the past four decades has significantly enhanced

the protections afforded to various forms of foreign investments in China. However, China’s

legal system is evolving continuously and its recently enacted laws and regulations may not

sufficiently cover all aspects of economic activities in China. Our WFOE is a foreign-invested

enterprise and is subject to laws and regulations applicable to foreign-invested enterprises, and

our WFOE and the VIE are also subject to various Chinese laws and regulations generally

applicable to companies incorporated in China. However, since these laws and regulations are

relatively new and may be amended from time to time, and because of the limited number of

published decisions and the nonbinding nature of such decisions and the significant discretion

relevant regulators legally have in enforcing them, the interpretations of many laws,

regulations, and rules may not be uniform and their enforcement involves uncertainties. These

uncertainties may affect our judgment on the relevance of legal requirements and our ability

to enforce our contractual rights or tort claims. Besides, the PRC is geographically large and

divided into various provinces and municipalities and, as such, different laws, rules,

regulations and policies may have different and varying applications and interpretations in

different parts of the PRC.

From time to time, we may have to resort to administrative and court proceedings to

enforce our legal rights. However, since PRC administrative and court authorities have

significant discretion in interpreting and implementing statutory and contractual terms, it may

be more difficult to evaluate the outcome of administrative and court proceedings and the level

of protection we enjoy than in more developed legal systems. Furthermore, the PRC legal

system is based in part on government policies and internal rules, some of which are not

published on a timely basis or at all, and which may have a retroactive effect. As a result, we

may not be aware of our violation of any of these policies and rules until sometime after the

violation. In addition, any administrative and court proceedings in China may be protracted,

resulting in substantial costs and diversion of resources and management attention. Such

uncertainties, including uncertainty over the scope and effect of our contractual, property

(including intellectual property) and procedural rights, and any failure to respond to changes

in the regulatory environment in China could materially and adversely affect our business and

impede our ability to continue our operations.
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The PRC government’s oversight and discretion over our business operations could result in
a material adverse change in our operations and the value of our Class A Ordinary Shares
and/or ADSs.

We conduct our business primarily in China. Our operations in China are governed by
PRC laws and regulations. The PRC government has significant oversight and discretion over
the conduct of our business, and may intervene or influence our operations as the government
deems appropriate to advance regulatory and societal goals and policy positions. The PRC
government has recently published new policies that significantly affected certain industries
and we cannot rule out the possibility that it will in the future promulgate regulations or
policies that directly or indirectly affect our industry or require us to seek additional
permission to continue our operations, which could result in a material adverse change in our
operation and/or the value of our Class A Ordinary Shares and/or ADSs.

The approval of or filing and reporting with the China Securities Regulatory Commission or
other PRC government authorities may be required in connection with the Introduction
under PRC law, and, if required, we cannot predict whether or for how long we will be able
to obtain such approval or complete such filing and reporting procedures.

The Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors, or the M&A Rules, adopted by six PRC regulatory agencies in 2006 and amended
in 2009, requires an overseas special purpose vehicle formed for listing purposes through
acquisitions of PRC domestic companies and controlled by PRC persons or entities to obtain
the approval of the China Securities Regulatory Commission, or the CSRC, prior to the listing
and trading of such special purpose vehicle’s securities on an overseas stock exchange. The
interpretation and application of the regulations remain unclear, and the Introduction may
ultimately require approval of the CSRC. If the CSRC approval is required, it is uncertain
whether we can or how long it will take us to obtain the approval and, even if we obtain such
CSRC approval, the approval could be rescinded. Any failure to obtain or delay in obtaining
the CSRC approval for the Introduction, or a rescission of such approval if obtained by us,
would subject us to sanctions imposed by the CSRC or other PRC regulatory authorities, which
could include fines and penalties on our operations in China, restrictions or limitations on our
ability to pay dividends outside of China, and other forms of sanctions that may materially and
adversely affect our business, financial condition, and results of operations.

Our PRC Legal Adviser has advised us that, based on its understanding of the current PRC
laws and regulations, we will not be required to submit an application to the CSRC for the
approval of the listing and trading of our Class A Ordinary Shares because (i) the CSRC
currently has not issued any definitive rule or interpretation concerning whether listing like
ours under this document are subject to the M&A Rules, (ii) our wholly-owned PRC
subsidiaries were not established through a merger or acquisition of the equity or assets of a
“PRC domestic company” as such term is defined under the M&A Rules, and (iii) no provision
in this regulation clearly classifies contractual arrangements as a type of transaction subject to
its regulation. However, we cannot assure you that relevant PRC government authorities,
including the CSRC, would reach the same conclusion as our PRC Legal Adviser. If it is
determined that the CSRC approval is required for the Introduction, we may face regulatory
actions or other sanctions from the CSRC or other PRC regulatory authorities.
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On July 6, 2021, the relevant PRC government authorities issued Opinions on Strictly

Cracking Down Illegal Securities Activities in Accordance with the Law (《關於依法從嚴打擊
證券違法活動的意見》). These opinions emphasized the need to strengthen the administration

over illegal securities activities and the supervision on overseas listings by China-based

companies (中概股公司) and proposed to take effective measures, such as promoting the

construction of relevant regulatory systems to deal with the risks and incidents faced by

China-based overseas-listed companies. As a follow-up, on December 24, 2021, the CSRC

issued a draft of the Provisions of the State Council on the Administration of Overseas

Securities Offering and Listing by Domestic Companies (《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)》), or the Draft Provisions, and a draft of Administration

Measures for the Filing of Overseas Securities Offering and Listing by Domestic Companies

(《境內企業境外發行證券和上市備案管理辦法(徵求意見稿)》), or the Draft Administration

Measures, for public comments.

The Draft Provisions and the Draft Administration Measures propose to establish a new

filing-based regime to regulate overseas offerings and/or listings by domestic companies.

According to the Draft Provisions and the Draft Administration Measures, an overseas offering

and/or listing by a domestic company, whether directly or indirectly, shall be filed with the

CSRC within three business days after submitting its application documents by the issuer or its

designated principal domestic operating entity. Specifically, the examination and determination

of an indirect offering and/or listing will be conducted on a substance-over-form basis, and an

offering and listing shall be considered as an indirect overseas offering or listing by a domestic

company if the issuer meets the following conditions: (i) the operating income, gross profit,

total assets, or net assets of the domestic enterprise in the most recent fiscal year was more than

50% of the relevant line item in the issuer’s audited consolidated financial statement for that

year; and (ii) senior management personnel responsible for business operations and

management are mostly PRC citizens or are ordinarily resident in the PRC, or the main place

of business is in the PRC or carried out in the PRC. According to the Draft Administration

Measures, the issuer or its designated principal domestic operating entity, as the case may be,

shall file with the CSRC and report the relevant information for its initial public offering,

follow-on overseas offering and other equivalent offering activities. Failure to comply with the

filing requirements may result in fines to the relevant domestic companies, suspension of their

businesses, revocation of their business licenses and operation permits and fines on the

controlling shareholder, actual controllers, directors, supervisors, and senior management and

other responsible persons. The Draft Administration Measures also sets forth certain

circumstances where overseas offerings and listings by domestic enterprises shall be

prohibited.

As of the date of this document, the Draft Provisions and the Draft Administration

Measures were released for public comment only. There are uncertainties as to whether the

Draft Provisions and the Draft Administration Measures would be further amended, revised or

updated. Substantial uncertainties exist with respect to the enactment timetable and final

content of the Draft Provisions and the Draft Administration Measures. As the CSRC may

formulate and publish guidelines for filings in the future, the Draft Administration Measures

does not provide for detailed requirements of the substance and form of the filing documents.
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In a Q&A released on its official website, the respondent CSRC official indicated that the

proposed new filing requirement will start with IPO candidates and listed companies seeking

to carry out activities such as follow-on overseas financing. As for the filings for the existing

companies, the regulator will grant adequate transition period and apply separate arrangements.

The Q&A also addressed the contractual arrangements and pointed out that if relevant domestic

laws and regulations have been observed, companies with compliant VIE structure may seek

overseas listing after completion of the CSRC filings. Nevertheless, it does not specify what

qualify as compliant VIE structures and what relevant domestic laws and regulations are

required to be complied with. Given the substantial uncertainties surrounding the latest CSRC

filing requirements at this stage, we cannot assure you that we will be able to complete the

filings and fully comply with the relevant new rules on a timely basis, if at all, in our future

overseas offerings, if any.

In addition, we cannot assure you that any new rules or regulations promulgated in the

future will not impose additional requirements on us. If it is determined in the future that

approval and filing from the CSRC or other regulatory authorities or other procedures, such as

a cybersecurity review, are required for the Introduction, it is uncertain whether we can or how

long it will take us to obtain such approval or complete such filing procedures and any such

approval or filing could be rescinded or rejected. Any failure to obtain or delay in obtaining

such approval or completing such filing procedures for the Introduction, or a rescission of any

such approval or filing if obtained by us, would subject us to sanctions by the CSRC or other

PRC regulatory authorities for failure to seek CSRC approval or filing or other government

review or authorization for the Introduction. These regulatory authorities may impose fines and

penalties on our operations in China, limit our ability to pay dividends outside of China, limit

our operating privileges in China, delay or restrict the repatriation of the proceeds from our

offshore offerings into China or take other actions that could materially and adversely affect

our business, financial condition, results of operations, and prospects, as well as the trading

price of our shares. The CSRC or other PRC regulatory authorities also may take actions

requiring us, or making it advisable for us, to halt the Introduction. In addition, if the CSRC

or other regulatory authorities later promulgate new rules or explanations requiring that we

obtain their approvals or accomplish the required filing or other regulatory procedures for the

Introduction, we may be unable to obtain a waiver of such approval requirements, if and when

procedures are established to obtain such a waiver. Any uncertainties or negative publicity

regarding such approval requirement could materially and adversely affect our business,

prospects, financial condition, reputation, and the trading price of our shares. See “Risk

Factors—Risks Related to Our Business and Industry—Our business is subject to complex and

evolving PRC laws and regulations regarding cybersecurity and information security. Any

failure or perceived failure to comply with these laws and regulations could result in penalties,

claims, changes to our business practices, negative publicity, legal proceedings, increased cost

of operations, or declines in user growth or engagement, or otherwise harm our business.”
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The PCAOB had historically been unable to inspect our auditor in relation to their audit

work performed for our financial statements and the inability of the PCAOB to conduct

inspections over our auditor has deprived our investors with the benefits of such inspections.

Our auditor, the independent registered public accounting firm that issues the audit report

in our SEC filings, as an auditor of companies that are traded publicly in the United States and

a firm registered with the Public Company Accounting Oversight Board (United States), or 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 was unable to conduct inspections

without the approval of the Chinese authorities, our auditor was historically not inspected by

the PCAOB before 2022. As a result, we and investors in our securities are deprived of the

benefits of such PCAOB inspections. On December 15, 2022, the PCAOB announced that it

was able to secure complete access to inspect and investigate PCAOB-registered public

accounting firms headquartered in China mainland and Hong Kong in 2022. However, the

inability of the PCAOB to conduct inspections of auditors in China in the past made 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

have been subject to the PCAOB inspections, which could cause investors and potential

investors in our securities to lose confidence in our audit procedures and reported financial

information and the quality of our financial statements.

Our ADSs may be prohibited from trading in the United States under the Holding Foreign

Companies Accountable Act, or the HFCAA, if the PCAOB is unable to inspect or investigate

completely auditors located in China. The delisting of our ADSs, or the threat of their being

delisted, may materially and adversely affect the value of your investment.

The Holding Foreign Companies Accountable Act, or the HFCAA, was signed into law

on December 18, 2020. The HFCAA states if the SEC determines that we have filed audit

reports issued by a registered public accounting firm that has not been subject to inspection for

the PCAOB for three consecutive years beginning in 2021 or any year thereafter, the SEC shall

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. On December 2, 2021, the SEC adopted

final amendments implementing the disclosure and submission requirements of the HFCAA,

pursuant to which the SEC will identify an issuer as a “Commission Identified Issuer” if the

issuer has filed an annual report containing an audit report issued by a registered public

accounting firm that the PCAOB has determined it is unable to inspect or investigate

completely, and will then impose a trading prohibition on an issuer after it is identified as a

Commission-Identified Issuer for three consecutive years. On December 16, 2021, the PCAOB

issued a report to notify the SEC of its determination that the PCAOB was unable to inspect

or investigate completely registered public accounting firms headquartered in China mainland

and Hong Kong, and our auditor was subject to this determination. In May 2022, the SEC

conclusively listed us as a Commission-Identified Issuer under the HFCAA following the filing

of our annual report on Form 20-F for the fiscal year ended December 31, 2021. On December
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15, 2022, the PCAOB announced that it was able to secure complete access to inspect and

investigate PCAOB-registered public accounting firms headquartered in China mainland and

Hong Kong in 2022. The PCAOB Board vacated its previous 2021 determinations that the

PCAOB was unable to inspect or investigate completely registered public accounting firms

headquartered in China mainland and Hong Kong. For this reason, we do not expect to be

identified as a Commission-Identified Issuer following the filing of our annual report for the

fiscal year ending December 31, 2022. In accordance with the HFCAA, however, our securities

will be prohibited from being traded on a national securities exchange or in the over-the-

counter trading market in the United States if the PCAOB is unable to inspect or completely

investigate PCAOB-registered public accounting firms headquartered in China for three

consecutive years in the future, or two consecutive years if proposed changes to the law, or the

Accelerating Holding Foreign Companies Accountable Act, are enacted. In the event of such

prohibition, the Nasdaq may determine to delist our securities.

If our shares and ADSs are prohibited from trading in the United States, such a

prohibition would substantially impair the ability of our investors to sell or purchase our ADSs

when they wish to do so, and the risk and uncertainty associated with delisting would have a

negative impact on the price of our Class A Ordinary Shares or ADSs. Also, such a prohibition

would significantly affect our ability to raise capital on terms acceptable to us, or at all, which

would have a material adverse impact on our business, financial condition, and prospects.

On June 22, 2021, the U.S. Senate passed a bill which would reduce the number of

consecutive non-inspection years required for triggering the prohibitions under the HFCAA

from three years to two. On February 4, 2022, the U.S. House of Representatives passed a bill

which contained, among other things, an identical provision. If this provision is enacted into

law and the number of consecutive non-inspection years required for triggering the

prohibitions under the HFCAA is reduced from three years to two, then our shares and ADSs

could be prohibited from trading in the United States in a shorter period in the event that we

become identified as a Commission-Identified Issuer.
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Litigation and negative publicity surrounding China-based companies listed in the U.S. may

result in increased regulatory scrutiny of us and negatively impact the trading price of the

ADSs and could have a material adverse effect upon our business, including our results of

operations, financial condition, cash flows and prospects.

We believe that litigation and negative publicity surrounding companies with operations

in China that are listed in the U.S. have negatively impacted stock prices for such companies.

Various equity-based research organizations have published reports on China-based companies

after examining, among other things, their corporate governance practices, related party

transactions, sales practices and financial statements that have led to special investigations and

stock suspensions on national exchanges. Any similar scrutiny of us, regardless of its lack of

merit, could result in a diversion of management resources and energy, potential costs to defend

ourselves against rumors, decreases and volatility in the ADS trading price, and increased

directors and officers insurance premiums and could have a material adverse effect upon our

business, including our results of operations, financial condition, cash flows and prospects.

We may rely on dividends and other distributions on equity paid by our PRC subsidiaries to

fund any cash and financing requirements we may have, and any limitation on the ability of

our PRC subsidiaries to make payments to us could have a material and adverse effect on

our ability to conduct our business.

We are a holding company, and we may rely on dividends and other distributions on

equity paid by our PRC subsidiaries for our cash and financing requirements, including the

funds necessary to pay dividends and other cash distributions to our shareholders and service

any debt we may incur. Current PRC regulations permit our PRC subsidiaries to pay dividends

to us only out of their accumulated after-tax profits upon satisfaction of relevant statutory

conditions and procedures, if any, determined in accordance with Chinese accounting standards

and regulations. In addition, each of our PRC subsidiaries is required to set aside at least 10%

of its accumulated profits each year, after making up previous years’ accumulated losses, if

any, to fund certain reserve funds until the total amount set aside reaches 50% of its registered

capital. For a detailed discussion of applicable PRC regulations governing distribution of

dividends, see “Regulations—Regulations Relating to Dividend Distribution.” Additionally, if

our PRC subsidiaries incur debt on their own behalf in the future, the instruments governing

their debt may restrict their ability to pay dividends or make other distributions to us. Any

limitation on the ability of our PRC subsidiaries to pay dividends or make other distributions

to us could materially and adversely limit our ability to grow, make investments or acquisitions

that could be beneficial to our business, pay dividends, or otherwise fund and conduct our

business.
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Any restriction on currency exchange may limit the ability of our PRC subsidiaries to use

their Renminbi revenues to pay dividends to us. The PRC government may continue to

strengthen its capital controls and our PRC subsidiaries’ dividends and other distributions may

be subject to tightened scrutiny in the future. Any limitation on the ability of our PRC

subsidiaries to pay dividends or make other distributions to us could materially and adversely

limit our ability to grow, make investments or acquisitions that could be beneficial to our

business, pay dividends, or otherwise fund and conduct our business.

In addition, the Enterprise Income Tax Law and its implementation rules provide that a

withholding tax at a rate of 10% will be applicable to dividends payable by Chinese companies

to non-PRC-resident enterprises unless reduced under treaties or arrangements between the

PRC central government and governments of other countries or regions where the non-PRC

resident enterprises are tax resident. See “—We may not be able to obtain certain benefits

under relevant tax treaty on dividends paid by our PRC subsidiaries to us through our Hong

Kong subsidiary.”

Increases in labor costs and enforcement of stricter labor laws and regulations in China may

adversely affect our business and our profitability.

China’s overall economy and the average wage in China have increased in recent years

and are expected to continue to grow. The average wage level for our employees has also

increased in recent years. We expect that our labor costs, including wages and employee

benefits, will continue to increase. Unless we are able to pass on these increased labor costs

to those who pay for our services, our profitability and results of operations may be materially

and adversely affected.

In addition, we have been subject to stricter regulatory requirements in terms of entering

into labor contracts with our employees and paying various statutory employee benefits,

including pensions insurance, housing provident fund, medical insurance, work-related injury

insurance, unemployment insurance and maternity insurance to designated government

agencies for the benefit of our employees. Pursuant to the PRC Labor Contract Law (《中華
人民共和國勞動合同法》) and its implementation rules, employers are subject to stricter

requirements in terms of signing labor contracts, minimum wages, paying remuneration,

determining the term of employee’s probation and unilaterally terminating labor contracts. In

addition, enterprises are forbidden to force laborers to work beyond the time limit and

employers shall pay laborers for overtime work in accordance with the laws and regulations.

In the event that we decide to terminate some of our employees or otherwise change our

employment or labor practices, the PRC Labor Contract Law and its implementation rules may

limit our ability to effect those changes in a desirable or cost-effective manner, which could

adversely affect our business and results of operations.
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We cannot assure you that we have complied, or as the interpretation and implementation

of labor-related laws and regulations are still evolving, we cannot assure you that we will be

able to comply with all labor-related law and regulations, including those relating to

obligations to make social insurance payments, to contribute to the housing provident fund, and

to make overtime payment and other similar payment payable by us to our employees. If we

are deemed to have violated relevant labor laws and regulations, we could be required to

provide additional compensation to our employees and be subject to orders by competent labor

authorities for rectification, and failure to comply with the orders may further subject us to

administrative fines. In such an event, our business, financial condition and results of

operations will be adversely affected.

Our business may be negatively affected by the potential obligations if we fail to comply with

social insurance and housing provident fund related laws and regulations.

We are required by PRC Labor Law (《中華人民共和國勞動法》) and relevant

regulations to pay various statutory employee benefits, including pensions insurance, medical

insurance, work-related injury insurance, unemployment insurance, maternity insurance and

housing provident fund, to designated government agencies for the benefit of our employees

and associates. In October 2010, the SCNPC promulgated the Social Insurance Law of PRC

(《中華人民共和國社會保險法》), effective on July 1, 2011 and amended on December 29,

2018. On April 3, 1999, the State Council promulgated the Regulations on the Administration

of Housing Provident Fund (《住房公積金管理條例》), which was amended on March 24,

2002 and March 24, 2019. Companies registered and operating in China are required under the

Social Insurance Law of PRC and the Regulations on the Administration of Housing Provident

Fund to apply for social insurance registration and housing provident fund deposit registration

within 30 days of their establishment and to pay for their employees different social insurance

including pension insurance, medical insurance, work-related injury insurance, unemployment

insurance and maternity insurance to the extent required by law. We could be subject to orders

by competent labor authorities for rectification if we fail to comply with such social insurance

and housing provident fund related laws and regulations, and failure to comply with the orders

may further subject us to administrative fines. The relevant government agencies may examine

whether an employer has made adequate payments of the requisite statutory employee benefits,

and employers who fail to make adequate payments may be subject to late payment fees, fines

and/or other penalties. If the relevant PRC authorities determine that we shall make

supplemental social insurance and housing provident fund contributions or that we are subject

to fines and legal sanctions in relation to our failure to make social insurance and housing

provident fund contributions in full for our employees, our business, financial condition and

results of operations may be adversely affected.
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Fluctuations in exchange rates could have a material and adverse effect on our results of

operations and the value of your investment.

The conversion of Renminbi into foreign currencies, including Hong Kong dollars and

U.S. dollars, is based on rates set by the People’s Bank of China. The Renminbi has fluctuated

against Hong Kong dollars and the U.S. dollars, at times significantly and unpredictably. The

value of Renminbi against Hong Kong dollars, 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 Hong Kong dollars or U.S. dollars in the future. It is

difficult to predict how market forces or PRC or U.S. government policies may impact the

exchange rate between Renminbi, Hong Kong dollars and U.S. dollars in the future.

Any significant appreciation or depreciation of Renminbi may materially and adversely

affect our revenues, earnings and financial position, and the value of, and any dividends

payable on, our Class A Ordinary Shares and/or ADSs in foreign currency. For example, to the

extent that we need to convert Hong Kong dollars or U.S. dollars we receive into Renminbi to

pay our operating expenses, appreciation of Renminbi against Hong Kong dollars or the U.S.

dollars would have an adverse effect on the RMB amount we would receive from the

conversion. Conversely, a significant depreciation of Renminbi against Hong Kong dollars or

the U.S. dollars may significantly reduce the Hong Kong dollar or the U.S. dollar equivalent

of our earnings, which in turn could adversely affect the price of our Class A Ordinary Shares

and/or ADSs.

Very limited hedging options are available in China to reduce our exposure to exchange

rate fluctuations. As of the Latest Practicable Date, we have not entered into any hedging

transactions in an effort to reduce our exposure to foreign currency exchange risk. While we

may decide to enter into hedging transactions in the future, the availability and effectiveness

of these hedges may be limited and we may not be able to adequately hedge our exposure or

at all. In addition, our currency exchange losses may be magnified by PRC exchange control

regulations that restrict our ability to convert Renminbi into foreign currency. As a result,

fluctuations in exchange rates may have a material adverse effect on your investment.

During the Track Record Period, our revenues and our expenditures were mainly

denominated in Renminbi, while the net proceeds from our offshore offerings will be in Hong

Kong dollars. Fluctuations in the exchange rate between the Renminbi and the Hong Kong

dollar will affect the relative purchasing power in Renminbi terms of the proceeds from our

offshore offerings. Fluctuations in the exchange rate may also cause us to incur foreign

exchange losses and affect the relative value of any dividend issued by our subsidiaries. In

addition, appreciation or depreciation in the value of Renminbi relative to Hong Kong dollars

affect our financial results in Hong Kong dollar terms without giving effect to any underlying

change in our business or results of operations.
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PRC regulation of loans to and direct investment in PRC entities by offshore holding

companies and governmental control of currency conversion may delay or prevent us from

making loans or additional capital contributions to our PRC subsidiaries and the VIE, which

could materially and adversely affect our liquidity and our ability to fund and expand our

business.

We are an offshore holding company conducting our operations in China through our PRC

subsidiaries and the VIE. We may make loans to our PRC subsidiaries and the VIE subject to

the approval from or registration with governmental authorities and limitation on amount, we

may make additional capital contributions to our wholly foreign-owned subsidiaries in China,

we may establish new PRC subsidiaries and make capital contributions to these new PRC

subsidiaries, or we may acquire offshore entities with business operations in China in an

offshore transaction.

Most of the aforementioned ways of making loans or investments in PRC entities are

subject to PRC regulations and approvals. For example, any loans to our PRC subsidiaries and

the VIE are subject to applicable foreign loan registrations with the local counterpart of SAFE

and limitation on amount under PRC law. If we decide to finance our wholly owned PRC

subsidiary by means of capital contributions, these capital contributions are subject to filing

and registration with certain PRC government authorities, including MOFCOM or its local

counterparts and the SAMR through its Enterprise Registration System, the National Enterprise

Credit Information Publicity System and the local counterpart of SAFE. In addition, an FIE

shall use its capital pursuant to the principle of authenticity and self-use within its business

scope.

SAFE promulgated the Notice of the State Administration of Foreign Exchange on

Reforming the Mode of Management of Settlement of Foreign Exchange Capital of Foreign

Invested Enterprises (《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, effective on June 1, 2015 and amended on December 2019, in replacement of a

former regulation. According to SAFE Circular 19, the flow and use of the RMB capital

converted from foreign currency-denominated registered capital of a foreign-invested company

is regulated such that RMB capital may not be used for the issuance of RMB entrusted loans

(unless otherwise permitted in the business license), the repayment of inter-enterprise loans or

the repayment of bank loans that have been transferred to a third party. Although SAFE

Circular 19 allows RMB capital converted from foreign currency-denominated registered

capital of a foreign-invested enterprise to be used for equity investments within China, it also

reiterates the principle that RMB converted from the foreign currency-denominated capital of

a foreign-invested company may not be directly or indirectly used for purposes beyond its

business scope. Thus, it is unclear whether SAFE will permit such capital to be used for equity

investments in China in actual practice. SAFE promulgated the Notice of the State

Administration of Foreign Exchange on Reforming and Standardizing the Foreign Exchange

Settlement Management Policy of Capital Account (《國家外匯管理局關於改革和規範資本項
目結匯管理政策的通知》), or SAFE Circular 16, effective on June 9, 2016, which reiterates

some of the rules set forth in SAFE Circular 19, but changes the prohibition against using RMB

capital converted from foreign currency-denominated registered capital of a foreign-invested
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company to issue RMB entrusted loans to a prohibition against using such capital to issue loans

to non-associated enterprises. Specifically, SAFE Circular 16 provides that the capital of an

FIE shall not be used for the following purposes: (i) directly or indirectly used for payment

beyond the business scope of such FIE or the payment prohibited by relevant laws and

regulations; (ii) directly or indirectly used for investment in securities or investments in

financial management other than banks’ principal-secured products unless otherwise provided

by relevant laws and regulations; (iii) the granting of loans to non-affiliated enterprises, except

where it is expressly permitted in the business license; and (iv) paying the expenses related to

the purchase of real estate that is not for self-use (except for the foreign-invested real estate

enterprises). Violations of SAFE Circular 19 and SAFE Circular 16 could result in

administrative penalties. SAFE Circular 19 and SAFE Circular 16 may significantly limit our

ability to transfer any foreign currency we hold, including the net proceeds from our offshore

offerings, to our PRC subsidiaries, which may adversely affect our liquidity and our ability to

fund and expand our business in China. On October 23, 2019, the SAFE promulgated the

Notice of the State Administration of Foreign Exchange on Further Promoting the Convenience

of Cross-border Trade and Investment (《國家外匯管理局關於進一步促進跨境貿易投資便利
化的通知》), or the SAFE Circular 28, which, among other things, allows all foreign-invested

companies to use Renminbi converted from foreign currency-denominated capital for equity

investments in China, as long as the equity investment is genuine, does not violate applicable

laws, and complies with the negative list on foreign investment. On April 10, 2020, the SAFE

promulgated the Circular on Optimizing Administration of Foreign Exchange to Support the

Development of 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, under which eligible enterprises are allowed to make

domestic payments by using their capital funds, foreign loans and the income under capital

accounts of overseas listing without providing the evidentiary materials concerning

authenticity of each expenditure in advance, provided that their capital use shall be authentic

and conforms to the prevailing administrative regulations on the use of income under capital

accounts. However, since the SAFE Circular 28 and SAFE Circular 8 are relatively new, it is

unclear how SAFE and competent banks will carry them out in practice.

Because we control the VIE through contractual arrangements, we are not able to make

capital contribution to the VIE and its subsidiaries; however, we may provide financial support

to them by loans. Under relevant PRC laws and regulations, loans to the VIE directly from the

Cayman entity shall not exceed 200% of the net assets of the relevant VIE, whereas loans from

our PRC subsidiaries, subject to relevant PRC laws and regulations concerning foreign

currency, are not subject to amount limitations. Even though Renminbi capital, foreign debt

and repatriated funds raised through overseas listing may be used at the discretion of the

foreign-invested enterprise pursuant to SAFE Circular 19 and SAFE Circular 16, it is still not

clear whether our PRC subsidiaries, as foreign invested enterprises, are allowed to extend

intercompany loans to the VIE. See “Regulations—Regulations Relating to Foreign

Exchange—Regulations on Foreign Currency Exchange.”
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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, or at all, with respect to future loans by us to our PRC subsidiaries
or the VIE or its 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 from our offshore 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.

Governmental control of currency conversion may limit our ability to utilize our revenues
effectively and affect the value of your investment.

The PRC government imposes controls on the convertibility of the RMB into foreign
currencies and, in certain cases, the remittance of currency out of China. We receive
substantially all of our revenues in RMB. Under our current corporate structure, our company
in the Cayman Islands may rely on dividend payments from our PRC subsidiaries to fund any
cash and financing requirements we may have. Under existing PRC foreign exchange
regulations, payments of current account items, such as profit distributions and trade and
service-related foreign exchange transactions, can be made in foreign currencies without prior
approval from SAFE by complying with certain procedural requirements. Therefore, our
wholly foreign-owned subsidiaries in China are able to pay dividends in foreign currencies to
us without prior approval from SAFE, subject to the condition that the remittance of such
dividends outside of the PRC complies with certain procedures under PRC foreign exchange
regulation, such as the overseas investment registrations by our shareholders or the ultimate
shareholders of our corporate shareholders who are PRC residents. But approval from or
registration with appropriate government authorities or delegated banks is required where
RMB is to be converted into foreign currency and remitted out of China to pay capital expenses
such as the repayment of loans denominated in foreign currencies. The PRC government may
also at its discretion restrict access in the future to foreign currencies for current account
transactions. If the foreign exchange control system prevents us from obtaining sufficient
foreign currencies to satisfy our foreign currency demands, we may not be able to pay
dividends in foreign currencies to our shareholders, including holders of our Class A Ordinary
Shares and/or ADSs.

PRC regulations relating to offshore investment activities by PRC residents may limit our
PRC subsidiaries’ ability to increase their registered capital or distribute profits to us or
otherwise expose us or our PRC resident beneficial owners to liability and penalties under
PRC law.

In July 2014, SAFE promulgated the Circular on Relevant Issues Concerning Foreign
Exchange Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip
Investment Through Special Purpose Vehicles (《國家外匯管理局關於境內居民通過特殊目的
公司境外投融資及返程投資外匯管理有關問題的通知》), or SAFE Circular 37. SAFE Circular
37 requires PRC residents (including PRC individuals and PRC corporate entities as well as
foreign individuals that are deemed as PRC residents for foreign exchange administration
purposes) to register with SAFE or its local branches in connection with their direct or indirect
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offshore investment activities. SAFE Circular 37 further requires amendment to the SAFE
registrations in the event of any changes with respect to the basic information of the offshore
special purpose vehicle, such as change of a PRC individual shareholder, name and operation
term, or any significant changes with respect to the offshore special purpose vehicle, such as
increase or decrease of capital contribution, share transfer or exchange, or mergers or divisions.
SAFE Circular 37 is applicable to our shareholders who are PRC residents and may be
applicable to any offshore acquisitions that we make in the future. According to the Notice on
Further Simplifying and Improving Policies for the Foreign Exchange Administration of Direct
Investment (《關於進一步簡化和改進直接投資外匯管理政策的通知》) released on February
13, 2015 by the SAFE, local banks will examine and handle foreign exchange registration for
overseas direct investment, including the initial foreign exchange registration and amendment
registration, under SAFE Circular 37 from June 1, 2015. The PRC residents shall, by
themselves or entrusting accounting firms or banks, file with the online information system
designated by SAFE with respect to its existing rights under offshore direct investment each
year prior to the requisite time.

If our shareholders or beneficial owners who are PRC residents do not complete their
registration or change of the registration with the local SAFE branches or qualified local banks
or complete annual filing of its existing rights under offshore direct investment, or fail to
obtain the approval or complete the filing with NDRC or MOFCOM or their local counterparts
relating to the overseas investment activities, our PRC subsidiaries may be prohibited from
distributing to us its profits and proceeds from any reduction in capital, share transfer or
liquidation, and we may be restricted in our ability to contribute additional capital to our PRC
subsidiaries. Moreover, failure to comply with the SAFE registration described above could
result in liability under PRC laws for evasion of applicable foreign exchange restrictions.

We have used our best efforts to notify PRC residents who directly or indirectly hold
shares in our Cayman Islands holding company and who are known to us as being PRC
residents to timely complete the foreign exchange registrations and the relevant changes and
annual filings of its existing rights under offshore direct investment. However, we may not be
informed of the identities of all the PRC residents or entities holding direct or indirect interest
in our company, nor can we compel our all shareholders or beneficial owners who are PRC
residents to comply with SAFE registration requirements or other regulations relating to
overseas investment activities issued by NDRC and MOFCOM. We cannot assure you that all
shareholders or beneficial owners of ours who are PRC residents have complied with, and will
in the future make, obtain or update any applicable registrations or approvals required by,
SAFE regulations or other regulations relating to overseas investment activities issued by
NDRC and MOFCOM.

The failure or inability of such shareholders or beneficial owners to comply with SAFE
regulations, or failure by us to amend the foreign exchange registrations of our PRC
subsidiaries, or other regulations relating to overseas investment activities issued by NDRC
and MOFCOM, could subject us to fines or legal sanctions, restrict our overseas or
cross-border investment activities, limit our PRC subsidiaries’ ability to make distributions or
pay dividends to us or affect our ownership structure. As a result, our business operations and
our ability to distribute profits to you could be materially and adversely affected.
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China’s M&A Rules and certain other PRC regulations establish complex procedures for

certain acquisitions of PRC companies by foreign investors, which could make it more

difficult for us to pursue growth through acquisitions in China.

A number of PRC laws and regulations have established procedures and requirements that

could make merger and acquisition activities in China by foreign investors more time

consuming and complex. In addition to the Anti-Monopoly Law of the PRC (《中華人民共和
國反壟斷法》) itself, these include the Rules on Acquisition 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, which was amended in 2009, and the Rules of the

Ministry of Commerce on Implementation of Security Review System of Mergers and

Acquisitions 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》), or the Security Review Rules, promulgated in 2011. These laws

and regulations impose requirements in some instances that MOFCOM be notified in advance

of any change-of-control transaction in which a foreign investor takes control of a PRC

domestic enterprise. In addition, the Anti-Monopoly Law of the PRC requires that MOFCOM

be notified in advance of any concentration of undertaking if certain thresholds are triggered.

Moreover, the Security Review Rules specify that mergers and acquisitions by foreign

investors that raise “national defense and security” concerns and mergers and acquisitions

through which foreign investors may acquire de facto control over domestic enterprises that

raise “national security” concerns are subject to strict review by MOFCOM, and prohibit any

attempt to bypass a security review, including by structuring the transaction through a proxy

or contractual control arrangement. In the future, we may grow our business by acquiring

complementary businesses. Complying with the requirements of the relevant regulations to

complete such transactions could be time consuming, and any required approval processes,

including approval 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 Hong Kong or the

United States generally are difficult to pursue as a matter of law or practicality in the Chinese

mainland. For example, in the Chinese mainland, there are significant legal and other obstacles

to providing information needed for regulatory investigations or litigation initiated outside of

the Chinese mainland. Although the authorities in the Chinese mainland may establish a

regulatory cooperation mechanism with the securities regulatory authorities of another country

or 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 (《中華人民共和國證券法》), or Article 177, which became effective in March

2020, no overseas securities regulator is allowed to directly conduct investigation or evidence

collection activities within the territory of the PRC. While detailed interpretation of or

implementation rules under Article 177 have yet to be promulgated, the inability for an
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overseas securities regulator to directly conduct investigation or evidence collection activities

within China may further increase difficulties faced by you in protecting your interests. See

also “—Risks Relating to Our Shares and Our ADSs—You may face difficulties in protecting

your interests, and your ability to protect your rights through Hong Kong or U.S. courts may

be limited, because we are incorporated under Cayman Islands law” for risks associated with

investing in us as a Cayman Islands company.

Any failure to comply with PRC regulations regarding the registration requirements for

employee stock incentive plans may subject the PRC plan participants or us to fines and

other legal or administrative sanctions.

Pursuant to SAFE Circular 37, PRC residents who participate in share incentive plans in

overseas non-publicly listed companies due to their position as director, senior management or

employees of the PRC subsidiaries of the overseas companies may submit applications to

SAFE or its local branches for the foreign exchange registration with respect to offshore

special purpose companies. Our directors, executive officers and other employees who are PRC

residents and who have been granted share-based awards may follow SAFE Circular 37 to

apply for the foreign exchange registration before our Company becomes an overseas listed

company. In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign

Exchange Administration for Domestic Individuals Participating in Stock Incentive Plans of

Overseas Publicly 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 SAFE Circular 7. Under SAFE Circular 7 and other

relevant rules and regulations, PRC residents who participate in stock incentive plan in an

overseas publicly listed company are required to register with SAFE or its local branches and

complete certain other procedures. Participants of a stock incentive plan who are PRC residents

must retain a qualified PRC agent, which could be a PRC subsidiary of such overseas publicly

listed company or another qualified institution selected by such PRC subsidiary, to conduct the

SAFE registration and other procedures with respect to the stock incentive plan on behalf of

its participants. Such participants must also retain an overseas entrusted institution to handle

matters in connection with their exercise of share-based awards, the purchase and sale of

corresponding shares or interests and fund transfers. In addition, the PRC agent is required to

amend the SAFE registration with respect to the stock incentive plan if there is any material

change to the stock incentive plan, the PRC agent or the overseas entrusted institution or other

material changes. We and our PRC employees who have been granted share-based awards are

subject to SAFE Circular 7 and other relevant rules and regulations these regulations. Failure

of our PRC share-based award holders to complete their SAFE registrations may subject these

PRC residents 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

dividends to us, adopt additional incentive plans for our directors or employees under PRC law

or otherwise materially adversely affect our business. Our stock incentive plan has been

registered with the Sanya branch of SAFE through Hainan Huapin Borui Network Technology

Co., Ltd. as the domestic agent under the SAFE Circular 7.
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In addition, the State Administration of Taxation, or the SAT has issued certain circulars
concerning employee share options and restricted shares. Under these circulars, our employees
working in China who exercise share options or are granted restricted shares will be subject to
PRC individual income tax. Our PRC subsidiaries have obligations to file documents related
to employee share options or restricted shares with relevant tax authorities and to withhold
individual income taxes of those employees who exercise their share options. If our employees
fail to pay or we fail to withhold their income taxes according to relevant laws and regulations,
we may face sanctions imposed by the tax authorities or other PRC government authorities.

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

Under the PRC Enterprise Income Tax Law and its implementation rules (《中華人民共
和國企業所得稅法》), an enterprise established outside of the PRC with a “de facto
management body” within the PRC is considered a PRC resident enterprise and will be subject
to the enterprise income tax on its global income at the rate of 25%. The implementation rules
define the term “de facto management body” as the body that exercises full and substantial
control over and overall management of the business, productions, personnel, accounts and
properties of an enterprise. In 2009, the SAT issued the Notice Regarding the Determination
of Chinese-Controlled Offshore Incorporated Enterprises as PRC Tax Resident Enterprises on
the Basis of De Facto Management Bodies (《關於境外註冊中資控股企業依據實際管理機構
標準認定為居民企業有關問題的通知》), or Circular 82, which provides certain specific
criteria for determining whether the “de facto management body” of a PRC-controlled
enterprise that is incorporated offshore is located in China. Although Circular 82 only applies
to offshore enterprises controlled by PRC enterprises or PRC enterprise groups, not those
controlled by PRC individuals or foreigners like us, the criteria set forth in the circular may
reflect the SAT’s general position on how the “de facto management body” test should be
applied in determining the tax resident status of all offshore enterprises. According to Circular
82, an offshore incorporated enterprise controlled by a PRC enterprise or a PRC enterprise
group will be regarded as a PRC tax resident by virtue of having its “de facto management
body” in China and will be subject to PRC enterprise income tax on its global income only if
all of the following conditions are met: (i) the primary location of the day-to-day operational
management is in the PRC; (ii) decisions relating to the enterprise’s financial and human
resource matters are made or are subject to approval by organizations or personnel in the PRC;
(iii) the enterprise’s primary assets, accounting books and records, company seals, and board
and shareholder resolutions, are located or maintained in the PRC; and (iv) at least 50% of
voting board members or senior executives habitually reside in the PRC.

We believe that none of our entities outside of China is a PRC resident enterprise for PRC
tax purposes. However, the tax resident status of an enterprise is subject to determination by
the PRC tax authorities and uncertainties remain with respect to the interpretation of the term
“de facto management body.” If the PRC tax authorities determine that we are a PRC resident
enterprise for enterprise income tax purposes, we will be subject to the enterprise income tax
on our global income at the rate of 25% and we will be required to comply with PRC enterprise
income tax reporting obligations. In addition, gains realized on the sale or other disposition of
the Class A Ordinary Shares and/or ADSs may be subject to PRC tax, at a rate of 10% in the
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case of non-resident enterprises unless otherwise reduced or exempted by relevant tax treaties
or similar arrangements, or 20% in the case of non-resident individuals, if such gains are
deemed to be from PRC sources. It is unclear whether non-PRC shareholders of our company
would be able to claim the benefits of any tax treaties between their country of tax residence
and the PRC in the event that we are treated as a PRC resident enterprise. Any such tax may
reduce the returns on your investment in the Class A Ordinary Shares and/or ADSs.

In addition to the uncertainty as to the application of the “resident enterprise”
classification, we cannot assure you that the PRC government will not amend or revise the
taxation laws, rules and regulations to impose stricter tax requirements or higher tax rates. Any
of such changes could materially and adversely affect our financial condition and results of
operations.

We may not be able to obtain certain benefits under relevant tax treaty on dividends paid by
our PRC subsidiaries to us through our Hong Kong subsidiary.

We are a holding company incorporated under the laws of the Cayman Islands and as such
rely on dividends and other distributions on equity from our PRC subsidiaries to satisfy part
of our liquidity requirements. Pursuant to the PRC Enterprise Income Tax Law, a withholding
tax rate of 10% currently applies to dividends paid by a PRC “resident enterprise” to a foreign
enterprise investor, unless any such foreign investor’s jurisdiction of incorporation has a tax
treaty with China that provides for preferential tax treatment. Pursuant to the Arrangement
between the Mainland of China and the Hong Kong Special Administrative Region for the
Avoidance of Double Taxation 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》), such withholding tax rate may be lowered to 5% if a Hong Kong
resident enterprise owns no less than 25% of a PRC enterprise. According to the Announcement
of the State Administration of Taxation on Issues concerning the “Beneficial Owner” in Tax
Treaties (《關於稅收協定中“受益所有人”有關問題的公告》), which became effective in April
2018, whether a resident enterprise is a “beneficial owner” that can apply for a low tax rate
under tax treaties depends on an overall assessment of several factors, which may bring
uncertainties to the applicability of preferential tax treatment under the tax treaties.
Furthermore, the Administrative Measures for Non-Resident Enterprises to Enjoy Treatments
under Treaties (《非居民納稅人享受協定待遇管理辦法》), which became effective in January
2020, requires non-resident enterprises to determine whether they are qualified to enjoy the
preferential tax treatment under the tax treaties and file relevant report and materials with the
tax authorities. There are also other conditions for enjoying the reduced withholding tax rate
according to other relevant tax rules and regulations. See “Financial Information—Taxation.”
In the future we intend to re-invest all earnings, if any, generated from our PRC subsidiaries
for the operation and expansion of our business in China. Should our tax policy change to allow
for offshore distribution of our earnings, we would be subject to a significant withholding tax.
We cannot assure you that our determination regarding our qualification to enjoy the
preferential tax treatment will not be challenged by the relevant tax authority or we will be able
to complete the necessary filings with the relevant tax authority and enjoy the preferential
withholding tax rate of 5% under the arrangement with respect to dividends to be paid by our
PRC subsidiaries to our Hong Kong subsidiary.
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We face uncertainty with respect to indirect transfers of equity interests in PRC resident

enterprises by their non-PRC holding companies.

In February 2015, SAT issued the Bulletin on Issues of Enterprise Income Tax on Indirect

Transfer of Assets by Non-Resident Enterprises (《國家稅務總局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 SAT Bulletin 7. SAT Bulletin 7 extends its tax

jurisdiction to not only indirect transfers but also transactions involving transfer of other

taxable assets, through the offshore transfer of a foreign intermediate holding company. In

addition, SAT Bulletin 7 provides certain criteria on how to assess reasonable commercial

purposes and has introduced safe harbors for internal group restructurings and the purchase and

sale of equity through a public securities market. SAT Bulletin 7 also brings challenges to both

the foreign transferor and transferee (or other person who is obligated to pay for the transfer)

of the taxable assets. Where a non-resident enterprise conducts an “indirect transfer” by

transferring the taxable assets indirectly by disposing of the equity interests of an overseas

holding company, the non-resident enterprise being the transferor, or the transferee, or the PRC

entity which directly owned the taxable assets may report to the relevant tax authority such

indirect transfer. Using a “substance over form” principle, the PRC tax authority may disregard

the existence of the overseas holding company if it lacks a reasonable commercial purpose and

was established for the purpose of reducing, avoiding or deferring PRC tax. As a result, gains

derived from such indirect transfer may be subject to PRC enterprise income tax, and the

transferee or other person who is obligated to pay for the transfer is obligated to withhold the

applicable taxes, currently at a rate of 10% for the transfer of equity interests in a PRC resident

enterprise unless otherwise reduced or exempted by relevant tax treaties or similar

arrangements. On October 17, 2017, SAT issued the Bulletin on Issues Concerning the

Withholding of Non-PRC Resident Enterprise Income Tax at Source (《關於非居民企業所得
稅源泉扣繳有關問題的公告》), or SAT Bulletin 37, which came into effect on December 1,

2017 and amended on June 15, 2018. The SAT Bulletin 37 further clarifies the practice and

procedure of the withholding of nonresident enterprise income tax.

We face uncertainties on the reporting and consequences of future private equity

financing transactions, share exchanges or other transactions involving the transfer of shares

in our company by investors that are non-PRC resident enterprises. The PRC tax authorities

may pursue such non-resident enterprises with respect to a filing or the transferees with respect

to withholding obligation, and request our PRC subsidiaries to assist in the filing. As a result,

we and non-resident enterprises in such transactions may become at risk of being subject to

filing obligations or being taxed under SAT Bulletin 7 and SAT Bulletin 37, and may be

required to expend valuable resources to comply with them or to establish that we and our

non-resident enterprises should not be taxed under these regulations, which may have a

material adverse effect on our financial condition and results of operations.
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If the custodians or authorized users of controlling non-tangible assets of our company,
including our corporate chops and seals, fail to fulfill their responsibilities, or
misappropriate or misuse these assets, our business and operations could be materially and
adversely affected.

Under PRC law, legal documents for corporate transactions are executed using the chops
or seal of the signing entity or with the signature of a legal representative whose designation
is registered and filed with the relevant branch of the SAMR. Although we usually utilize chops
to enter into contracts, the designated legal representatives of our WFOE and the VIE have the
apparent authority to enter into contracts on behalf of these entities without chops and bind the
entities. The designated legal representatives of our PRC entities have signed employment
agreements with us or these PRC entities under which they agree to abide by various duties.
In order to maintain the physical security of our chops and chops of our PRC entities, we
generally store these items in secured locations accessible only by the authorized personnel in
the administrative department of each of our subsidiaries. Although we monitor such
authorized personnel, there is no assurance such procedures will prevent all instances of abuse
or negligence. Accordingly, if any of our authorized personnel misuse or misappropriate our
corporate chops or seals, we could encounter difficulties in maintaining control over the
relevant entities and experience significant disruption to our operations. If a designated legal
representative obtains control of the chops in an effort to obtain control over our PRC entities,
we or our PRC entities would need to pass a new shareholder or board resolution to designate
a new legal representative and we would need to take legal action to seek the return of the
chops, apply for new chops with the relevant authorities, or otherwise seek legal redress for the
violation of the representative’s fiduciary duties to us, which could involve significant time and
resources and divert management attention away from our regular business. In addition, the
affected entities may not be able to recover corporate assets that are sold or transferred out of
our control in the event of such a misappropriation if a transferee relies on the apparent
authority of the representative and acts in good faith.

RISKS RELATING TO OUR SHARES AND OUR ADSs

The trading price of the ADSs has been and may be, and the trading price of our Class A
Ordinary Shares can be, volatile, which could result in substantial losses to investors.

The trading price of the ADSs has been volatile and could fluctuate widely due to factors
beyond our control. The trading price of our Class A Ordinary Shares, likewise, can be volatile
for similar or different reasons. This may happen because of broad market and industry factors,
including the performance and fluctuation of the market prices of other companies with
business operations located mainly in China that have listed their securities in Hong Kong or
the United States. The securities of some of these companies, including online recruitment
services companies, have experienced significant volatility, including, in some cases,
substantial price declines in their trading prices. The trading performances of other Chinese
companies’ securities after their offerings may affect the attitudes of investors toward Chinese
companies listed in Hong Kong and/or the United States in general and consequently may
impact the trading performance of our Class A Ordinary Shares and/or ADSs, regardless of our
actual operating performance.
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In addition to market and industry factors, the price and trading volume for the Class A

Ordinary Shares and/or ADSs may be highly volatile for factors specific to our own operations,

including the following:

• actual or anticipated variations in our revenues, earnings and cash flow;

• the financial projections we may provide to the public, any changes in these

projections or our failure to meet these projections;

• fluctuations in key operating metrics;

• announcements of new investments, acquisitions, strategic partnerships or joint

ventures by us or our competitors;

• announcements of new offerings, solutions and expansions by us or our competitors;

• announcements of studies and reports relating to the quality of the services offered

in our online recruitment platform or similar platforms of our competitors;

• failure of securities analysts to initiate or maintain coverage of our company,

changes in financial estimates by securities analysts who follow our company or our

failure to meet these estimates or the expectations of investors;

• detrimental adverse publicity about us, our services or our industry;

• announcements of new regulations, rules or policies relevant to our business;

• additions or departures of key personnel;

• release of lockup or other transfer restrictions on our outstanding equity securities

or sales or perceived potential sales of additional equity securities;

• potential litigation or regulatory investigations; and

• other events or factors, including those resulting from war, epidemics, incidents of

terrorism or responses to these events.

Any of these factors may result in large and sudden changes in the volume and price at

which the Class A Ordinary Shares and/or ADSs will trade. Furthermore, the stock market in

general experiences price and volume fluctuations that are often unrelated or disproportionate

to the operating performance of companies like us. These broad market and industry

fluctuations may adversely affect the market price of our Class A Ordinary Shares and/or

ADSs. Volatility or a lack of positive performance in the price of Class A Ordinary Shares

and/or ADSs may also adversely affect our ability to retain key employees, most of whom have

been granted equity incentives.
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In the past, shareholders of public companies have often brought securities class action

suits against those companies following periods of instability in the market price of their

securities. A shareholder class action lawsuit has been filed against us and certain of our

directors and officers. See “Business—Legal Proceedings and Compliance” for more details.

Our involvement in a class action suit could divert a significant amount of our management’s

attention and other resources from our business and operations and require us to incur

significant expenses to defend the suit, which could harm our results of operations. Any such

class action suit, whether or not successful, could harm our reputation and restrict our ability

to raise capital in the future. In addition, if a claim is successfully made against us, we may

be required to pay significant damages, which could have a material adverse effect on our

financial condition and results of operations.

Our dual-class voting structure will limit your ability to influence corporate matters and

could discourage others from pursuing any change of control transactions that holders of

our Class A Ordinary Shares or ADSs may view as beneficial.

Pursuant to our currently effective memorandum and articles of association, our

authorized share capital consists of Class A Ordinary Shares and Class B Ordinary Shares (with

certain shares remaining undesignated, with power for our directors to designate and issue such

classes of shares as they think fit). Holders of Class A Ordinary Shares are entitled to one vote

per share, while holders of Class B Ordinary Shares are entitled to 15 votes per share. Each

Class B Ordinary Share is convertible into one Class A Ordinary Share at any time by the

holder thereof, while Class A Ordinary Shares are not convertible into Class B Ordinary Shares

under any circumstances. Prior to the Listing, we will amend our memorandum and articles of

association to comply with all applicable Hong Kong laws and regulations and the Listing

Rules, with amendments including but not limited to changing the number of votes each Class

B Ordinary Share is entitled to from 15 to 10 and removing the Directors’ powers to create a

new class of shares with voting rights superior to those of our Class A Ordinary Shares under

article 9 of our current memorandum and articles of association.

After the completion of the Introduction, the holder of Class B Ordinary Shares will have

the ability to control matters requiring shareholders’ approval, including any amendment of our

memorandum and articles of association. Any future issuances of Class B Ordinary Shares may

be dilutive to the voting power of holders of Class A Ordinary Shares. Any conversions of Class

B Ordinary Shares into Class A Ordinary Shares may dilute the percentage ownership of the

existing holders of Class A Ordinary Shares within their class of ordinary shares. Such

conversions may increase the aggregate voting power of the existing holders of Class A

Ordinary Shares.

Immediately following the completion of the Introduction, Mr. Peng Zhao, our Founder,

Chairman and Chief Executive Officer, will beneficially own all of our issued Class B Ordinary

Shares. These Class B Ordinary Shares will constitute 16.3% of our total issued and

outstanding share capital and 66.1% of the aggregate voting power of our total issued and

outstanding share capital immediately after the completion of the Introduction due to the

disparate voting powers associated with our dual-class share structure, assuming no additional
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Shares are issued under the Share Incentive Plans and between the Latest Practicable Date and
the completion of the Introduction. As a result of the dual-class share structure and the
concentration of ownership, holders of Class B Ordinary Shares will have considerable
influence over matters such as decisions regarding mergers and consolidations, election of
directors and other significant corporate actions. Such holders may take actions that are not in
the best interest of us or our other shareholders. This concentration of ownership may
discourage, delay or prevent a change in control of our company, which could have the effect
of depriving our other shareholders of the opportunity to receive a premium for their shares as
part of a sale of our company and may reduce the price of our Class A Ordinary Shares and/or
ADSs. This concentrated control will limit your ability to influence corporate matters and
could discourage others from pursuing any potential merger, takeover or other change of
control transactions that holders of Class A Ordinary Shares and ADSs may view as beneficial.

For further details about our shareholding structure, see the section titled “Share Capital
– Weighted Voting Rights Structure.”

The dual-class structure of our ordinary shares may adversely affect the trading market for
our Class A Ordinary Shares and/or ADSs.

Certain shareholder advisory firms have announced changes to their eligibility criteria for
inclusion of shares of public companies on certain indices, including the S&P 500, to exclude
companies with multiple classes of shares and companies whose public shareholders hold no
more than 5% of total voting power from being added to such indices. In addition, several
shareholder advisory firms have announced their opposition to the use of multiple class
structures. As a result, the dual-class structure of our ordinary shares may prevent the inclusion
of our ADSs representing Class A Ordinary Shares in such indices and may cause shareholder
advisory firms to publish negative commentary about our corporate governance practices or
otherwise seek to cause us to change our capital structure. Any such exclusion from indices
could result in a less active trading market for our Class A Ordinary Shares and/or ADSs. Any
actions or publications by shareholder advisory firms critical of our corporate governance
practices or capital structure could also adversely affect the value of our Class A Ordinary
Shares and/or ADSs.

We cannot guarantee that any share repurchase program will be fully consummated or that
any share repurchase program will enhance long-term shareholder value, and share
repurchases could increase the volatility of the price of our Class A Ordinary Shares and/or
ADSs and could diminish our cash reserves.

On March 9, 2022, our board of directors authorized a share repurchase program, under
which we may repurchase up to US$150 million of our ADSs over the following 12 months.

Our board of directors also has the discretion to authorize additional share repurchase
programs in the future. The share repurchase programs do not obligate us to repurchase any
specific dollar amount or to acquire any specific number of ADSs. We cannot guarantee that
any share repurchase program will enhance long-term shareholder value. The share repurchase
programs could affect the price of our Class A Ordinary Shares and/or ADSs and increase
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volatility and may be suspended or terminated at any time, which may result in a decrease in

the trading price of our Class A Ordinary Shares and/or ADSs. Furthermore, share repurchases

could increase the volatility of the price of our Class A Ordinary Shares and/or ADSs and could

diminish our cash reserves.

If securities or industry analysts do not publish research or publishes inaccurate or

unfavorable research about our business, or if they adversely change their recommendations

regarding the Class A Ordinary Shares and/or ADSs, the market price for our Class A

Ordinary Shares and/or ADSs and trading volume could decline.

The trading market for our Class A Ordinary Shares and/or ADSs will depend in part on

the research and reports that securities or industry analysts publish about us or our business.

If research analysts do not establish and maintain adequate research coverage or if one or more

of the analysts who covers us downgrades our Class A Ordinary Shares and/or ADSs or

publishes inaccurate or unfavorable research about our business, the market price for our Class

A Ordinary Shares and/or ADSs would likely decline. If one or more of these analysts cease

coverage of our company or fail to publish reports on us regularly, we could lose visibility in

the financial markets, which, in turn, could cause the market price or trading volume for our

Class A Ordinary Shares and/or ADSs to decline.

We currently do not expect to pay dividends in the foreseeable future after the Introduction

and you must rely on price appreciation of our Class A Ordinary Shares and/or ADSs for

return on your investment.

We currently intend to retain most, if not all, of our available funds and any future

earnings after the Introduction to fund the development and growth of our business. As a result,

we do not expect to pay any cash dividends in the foreseeable future. Therefore, you should

not rely on an investment in our Class A Ordinary Shares and/or ADSs as a source for any

future dividend income.

Our board of directors has complete discretion as to whether to distribute dividends,

subject to certain requirements of Cayman Islands law. In addition, our shareholders may by

ordinary resolution declare a dividend, but no dividend may exceed the amount recommended

by our directors. Under Cayman Islands law, a Cayman Islands company may pay a dividend

out of either profit or share premium account, provided that in no circumstances may a

dividend be paid out of the share premium account if this would result in the company being

unable to pay its debts as they fall due in the ordinary course of business immediately

following the date on which the dividend is proposed to be paid. Even if our board of directors

decides to declare and pay dividends, the timing, amount and form of future dividends, if any,

will depend on our future results of operations and cash flow, our capital requirements and

surplus, the amount of distributions, if any, received by us from our subsidiaries, our financial

condition, contractual restrictions and other factors deemed relevant by our board of directors.

Accordingly, the return on your investment in our Class A Ordinary Shares and/or ADSs will

likely depend entirely upon any future price appreciation of our Class A Ordinary Shares and/or

ADSs. There is no guarantee that our Class A Ordinary Shares and/or ADSs will appreciate in
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value after the Introduction or even maintain the price at which you purchased the Class A

Ordinary Shares and/or ADSs. You may not realize a return on your investment in our Class

A Ordinary Shares and/or ADSs and you may even lose your entire investment in our Class A

Ordinary Shares and/or ADSs.

Techniques employed by short sellers may drive down the market price of our Class A

Ordinary Shares and/or ADSs.

Short selling is the practice of selling securities that the seller does not own but rather has

borrowed from a third party with the intention of buying identical securities back at a later date

to return to the lender. The short seller hopes to profit from a decline in the value of the

securities between the sale of the borrowed securities and the purchase of the replacement

shares, as the short seller expects to pay less in that purchase than it received in the sale. As

it is in the short seller’s interest for the price of the security to decline, many short sellers

publish, or arrange for the publication of, negative opinions regarding the relevant issuer and

its business prospects in order to create negative market momentum and generate profits for

themselves after selling a security short. These short attacks have, in the past, led to selling of

shares in the market.

Public companies that have substantially all of their operations in China have been the

subject of short selling. Much of the scrutiny and negative publicity has centered on allegations

of a lack of effective internal control over financial reporting resulting in financial and

accounting irregularities and mistakes, inadequate corporate governance policies or a lack of

adherence thereto and, in many cases, allegations of fraud. As a result, many of these

companies are now conducting internal and external investigations into the allegations and, in

the interim, are subject to shareholder lawsuits and/or SEC enforcement actions.

It is not clear what effect such negative publicity could have on us. If we were to become

the subject of any unfavorable allegations, whether such allegations are proven to be true or

untrue, we could have to expend a significant amount of resources to investigate such

allegations and/or defend ourselves. While we would strongly defend against any such short

seller attacks, we may be constrained in the manner in which we can proceed against the

relevant short seller by principles of freedom of speech, applicable state law or issues of

commercial confidentiality. Such a situation could be costly and time-consuming, and could

distract our management from growing our business. Even if such allegations are ultimately

proven to be groundless, allegations against us could severely impact our business operations,

and any investment in the Class A Ordinary Shares and/or ADSs could be greatly reduced or

even rendered worthless.

RISK FACTORS

– 105 –



Substantial future sales or perceived potential sales of our Class A Ordinary Shares and/or

ADSs in the public market could cause the price of our Class A Ordinary Shares and/or ADSs

to decline.

Sales of our Class A Ordinary Shares and/or ADSs in the public market after the

Introduction, or the perception that these sales could occur, could cause the market price of our

Class A Ordinary Shares and/or ADSs to decline. All Class A Ordinary Shares and/or ADSs sold

in the Introduction will be freely transferable without restriction or additional registration

under the Securities Act. The remaining ordinary shares issued and outstanding after the

Introduction will be available for sale, upon the expiration of the applicable lock-up period as

agreed in connection with the Listing, subject to volume and other restrictions as applicable

provided in Rules 144 and 701 under the Securities Act. Any or all of these shares may be

released prior to the expiration of the lock-up period at the discretion of the representatives of

the underwriters of the Introduction. To the extent shares are released before the expiration of

the lock-up period and sold into the market, the market price of our Class A Ordinary Shares

and/or ADSs could decline.

After completion of the Introduction, certain holders of our Class A Ordinary Shares may

cause us to register under the Securities Act the sale of their shares. Registration of these shares

under the Securities Act would result in Class A Ordinary Shares and/or ADSs representing

these shares becoming freely tradable without restriction under the Securities Act immediately

upon the effectiveness of such registration. Sales of these registered shares in the form of Class

A Ordinary Shares and/or ADSs in the public market could cause the price of our Class A

Ordinary Shares and/or ADSs to decline.

Our Memorandum and Articles and the Deposit Agreement provide that the United States

District Court for the Southern District of New York (or, if the United States District Court

for the Southern District of New York lacks subject matter jurisdiction over a particular

dispute, the state courts in New York County, New York) is the exclusive judicial forum

within the U.S. for the resolution of any complaint asserting a cause of action arising out

of or relating in any way to the federal securities laws of the United States, and any suit,

action or proceeding arising out of or relating in any way to our ADSs or the Deposit

Agreement, which could limit the ability of holders of our Class A Ordinary Shares, ADSs

or other securities to obtain a favorable judicial forum for disputes with us, our directors and

officers, the Depositary, and potentially others.

Our Memorandum and Articles provide that the United States District Court for the

Southern District of New York (or, if the United States District Court for the Southern District

of New York lacks subject matter jurisdiction over a particular dispute, the state courts in New

York County, New York) is the exclusive forum within the United States for the resolution of

any complaint asserting a cause of action arising out of or relating in any way to the federal

securities laws of the United States, regardless of whether such legal suit, action, or proceeding

also involves parties other than our company. Our Deposit Agreement with the Depositary also

provides that the United States District Court for the Southern District of New York (or, if the

United States District Court for the Southern District of New York lacks subject matter
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jurisdiction over a particular dispute, the state courts in New York County, New York) will have

jurisdiction to hear and determine any suit, action, or proceeding and to settle any dispute

between the Depositary and us that may arise out of or relate in any way to the Deposit

Agreement, including claims under the Securities Act. Holders and beneficial owners of our

ADSs, by holding an ADS or an interest therein, understand and irrevocably agree that any

legal suit, action, or proceeding against or involving us or the Depositary arising out of or

related in any way to the Deposit Agreement, ADSs, or the transactions contemplated thereby

or by virtue of ownership thereof, including without limitation claims under the Securities Act,

may only be instituted in the United States District Court for the Southern District of New York

(or, if the United States District Court for the Southern District of New York lacks jurisdiction

or such designation of the exclusive forum is, or becomes, invalid, illegal, or unenforceable,

in the state courts of New York County, New York). However, the enforceability of similar

federal court choice of forum provisions has been challenged in legal proceedings in the United

States, and a court could find this type of provision to be inapplicable, unenforceable, or

inconsistent with other documents relevant to the filing of such lawsuits. If a court were to find

the federal court choice of forum provision contained in our Memorandum and Articles or our

Deposit Agreement with the Depositary to be inapplicable or unenforceable in an action, we

may incur additional costs associated with resolving such action in other jurisdictions. If

upheld, the forum selection clause in our Memorandum and Articles, as well as the forum

selection provisions in the Deposit Agreement, may limit a security-holder’s ability to bring a

claim against us, our directors and officers, the Depositary, and potentially others in his or her

preferred judicial forum, and this limitation may discourage such lawsuits. In addition, the

Securities Act provides that both federal and state courts have jurisdiction over suits brought

to enforce any duty or liability under the Securities Act or the rules and regulations thereunder.

Accepting or consent to this forum selection provision does not constitute a waiver by you of

compliance with federal securities laws and the rules and regulations thereunder. You may not

waive compliance with federal securities laws and the rules and regulations thereunder. The

exclusive forum provision in our Memorandum and Articles will not operate so as to deprive

the courts of the Cayman Islands from having jurisdiction over matters relating to our internal

affairs.

You may face difficulties in protecting your interests, and your ability to protect your rights

through Hong Kong or U.S. courts may be limited, because we are incorporated under

Cayman Islands law.

We are an exempted company incorporated under the laws of the Cayman Islands. Our

corporate affairs are governed by our memorandum and articles of association, the Companies

Act (As Revised) of the Cayman Islands, or the Companies Act, and the common law of the

Cayman Islands. The rights of shareholders to take action against our directors, actions by our

minority shareholders and the fiduciary duties of our directors owed to us under Cayman

Islands law are to a large extent governed by the common law of 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 the common law of England, the decisions of

whose courts are of persuasive authority, but are not binding, on a court in the Cayman Islands.

The rights of our shareholders and the fiduciary duties of our directors owed to us under
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Cayman Islands law are not as clearly established as they would be under statutes or judicial

precedent in some jurisdictions in Hong Kong or the United States. In particular, the Cayman

Islands has a less developed body of securities laws than Hong Kong or the United States.

Some U.S. states, such as Delaware, have more fully developed and judicially interpreted

bodies of corporate law than the Cayman Islands. In addition, Cayman Islands companies may

not have the standing to initiate a shareholder derivative action in a court in Hong Kong or a

federal court of the United States.

Shareholders of Cayman Islands exempted companies like our Company have no general

rights under Cayman Islands law to inspect corporate records or to obtain copies of lists of

shareholders of these companies (other than our memorandum and articles of association, our

register of mortgages and charges and special resolutions of our shareholders). Save that any

register of members held in Hong Kong shall during normal business hours be open to

inspection by a shareholder without charge and any other person on payment of a fee of such

amount not exceeding the maximum amount as may from time to time be permitted under the

Listing Rules as the Board may determine for each inspection, our directors have discretion

under our memorandum and articles of association to determine whether or not, and under what

conditions, our corporate records may be inspected by our shareholders, but are not obliged to

make them available to our shareholders. This may make it more difficult for you to obtain the

information needed to establish any facts necessary for a shareholder motion or to solicit

proxies from other shareholders in connection with a proxy contest.

As a result of all of the above, our public shareholders may have more difficulty in

protecting their interests in the face of actions taken by management, members of our board of

directors or controlling shareholders than they would as public shareholders of a company

incorporated in Hong Kong and the United States.

You may experience difficulties in effecting service of legal process, enforcing foreign

judgments or bringing actions in China against us or our management based on foreign

laws.

We are an exempted company incorporated under the laws of the Cayman Islands.

However, we conduct substantially all of our operations in China and most of our assets are

located in China. In addition, all of our directors and senior executive officers reside within

China for at least a significant portion of the time and most are PRC nationals. As a result, it

may be difficult for you to effect service of process upon us or our management residing in

China. It may also be difficult for you to enforce in U.S. courts of the judgments obtained in

U.S. courts based on the civil liability provisions of the U.S. federal securities laws against us

and our officers and directors. In addition, there is uncertainty as to whether the courts of the

Cayman Islands or the PRC would recognize or enforce judgments of U.S. courts against us or

such persons predicated upon the civil liability provisions of the securities laws of the United

States or any state. On January 9, 2021, MOFCOM promulgated the Measures for Blocking

Improper Extraterritorial Application of Foreign Laws and Measures (《阻斷外國法律與措施
不當域外適用辦法》), or Order No. 1, with immediate effect. Under Order No. 1, if a citizen,

legal person or other organization of China is prohibited or restricted by foreign legislation and
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other measures from engaging in normal economic, trade and related activities with a third

state (or region) or its citizens, legal persons or other organizations, the citizen, legal person

or other organization shall truthfully report such matters to MOFCOM within 30 days. Upon

assessment and confirmation that there exists unjustified extra-territorial application of foreign

legislation and other measures, MOFCOM will issue a prohibition order to prevent the relevant

foreign legislation and other measures from being accepted, executed, or observed, but such a

citizen, legal person or other organization may apply to MOFCOM for an exemption from

compliance with such prohibition order. However, since Order No. 1 is relatively new, its

enforcement involves uncertainty in practice.

The recognition and enforcement of foreign judgments are provided for under the PRC

Civil Procedures Law. PRC courts may recognize and enforce foreign judgments in accordance

with the requirements of the PRC Civil Procedures Law based either on treaties between China

and the country where the judgment is made or on principles of reciprocity between

jurisdictions. China does not have any treaties or other forms of written arrangement with the

United States that provide for the reciprocal recognition and enforcement of foreign judgments.

In addition, according to the PRC Civil Procedures Law, the PRC courts will not enforce a

foreign judgment against us or our directors and officers if they decide that the judgment

violates the basic principles of PRC laws or national sovereignty, security or public interest.

As a result, it is uncertain whether and on what basis a PRC court would enforce a judgment

rendered by a court in the United States.

You may experience dilution of your holdings due to inability to participate in rights

offerings.

We may, from time to time, distribute rights to our shareholders, including rights to

acquire securities. However, we cannot make such rights available to you in the United States

unless we register both the rights and the securities to which the rights relate under the

Securities Act or an exemption from the registration requirements is available. Under the

Deposit Agreement, the Depositary will not distribute rights to holders of ADSs unless the

distribution and sale of rights and the securities to which these rights relate are either exempt

from registration under the Securities Act with respect to all holders of ADSs, or are registered

under the provisions of the Securities Act. The Depositary may, but is not required to, attempt

to sell these undistributed rights to third parties, and may allow the rights to lapse. We may be

unable to establish an exemption from registration under the Securities Act, and we are under

no obligation to file a registration statement with respect to these rights or underlying securities

or to endeavor to have a registration statement declared effective. Accordingly, holders of

ADSs may be unable to participate in our rights offerings and may experience dilution of their

holdings as a result.
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You may not receive the distributions we make on our Class A Ordinary Shares if the

Depositary decides it is impractical to make them available to you.

The Depositary will distribute cash dividends on the ADSs only to the extent that we

decide to distribute dividends on our Class A Ordinary Shares or other deposited securities, and

we do not have any present plan to pay any cash dividends on our ordinary shares in the

foreseeable future. To the extent that there is a distribution, the Depositary of our ADSs has

agreed to distribute to you the cash dividends or other distributions it or the custodian receives

on our Class A Ordinary Shares or other deposited securities after deducting its fees and

expenses. You will receive these distributions in proportion to the number of Class A Ordinary

Shares your ADSs represent. However, the Depositary may, at its discretion, decide that it is

impractical to make a distribution available to any holders of our ADSs. For example, the

Depositary may determine that it is not practicable to distribute certain property through the

mail, or that the value of certain distributions may be less than the cost of mailing them. In

these cases, the Depositary may decide not to distribute such property to you.

You may be subject to limitations on transfer of your ADSs.

Your ADSs are transferable on the books of the Depositary. However, the Depositary may

close its books at any time or from time to time when it deems expedient in connection with

the performance of its duties. The Depositary may close its books from time to time for a

number of reasons, including in connection with corporate events such as a rights offering,

during which time the Depositary needs to maintain an exact number of ADS holders on its

books for a specified period. The Depositary may also close its books in emergencies, and on

weekends and public holidays. The Depositary may refuse to deliver, transfer or register

transfers of the ADSs generally when our share register or the books of the Depositary are

closed, or at any time if we or the Depositary thinks it is 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.

We are a foreign private issuer within the meaning of the rules under the Exchange Act, and

as such we are exempt from certain provisions applicable to United States domestic public

companies.

Because we qualify as a foreign private issuer under the 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:

• the rules under the Exchange Act requiring the filing with the SEC of quarterly

reports on Form 10-Q or current reports on Form 8-K;

• the sections of the Exchange Act regulating the solicitation of proxies, consents, or

authorizations in respect of a security registered under the Exchange Act;

RISK FACTORS

– 110 –



• the sections of the 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;

• the selective disclosure rules by issuers of material nonpublic information under

Regulation FD; and

• certain audit committee independence requirements in Rule 10A-3 of the Exchange

Act.

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 publish our results on a quarterly basis as press releases,

distributed pursuant to the rules and regulations of the Nasdaq Global Select Market. Press

releases relating to financial results and material events are furnished to the SEC on Form 6-K.

However, the information we are required to file with or furnish to the SEC is 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.

We are an emerging growth company within the meaning of the Securities Act and may take

advantage of certain reduced reporting requirements.

As a company with less than US$1.235 billion in revenues for our last fiscal year, we

qualify as an “emerging growth company” pursuant to the JOBS Act. Therefore, we may take

advantage of specified reduced reporting and other requirements that are otherwise applicable

generally to public companies. These provisions include exemption from the auditor attestation

requirement under Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, in the

assessment of the emerging growth company’s internal control over financial reporting and

permission to delay adopting new or revised accounting standards until such time as those

standards apply to private companies. As a result, if we elect not to comply with such reporting

and other requirements, in particular the auditor attestation requirements, our investors may not

have access to certain information they may deem important.

The JOBS Act also provides that an emerging growth company does not need to comply

with any new or revised financial accounting standards until such date that a private company

is otherwise required to comply with such new or revised accounting standards, and we have

elected to take advantage of such exemptions. This election allows us to delay the adoption of

new or revised accounting standards that have different effective dates for public and private

companies until those standards apply to private companies, and as a result of this election our

financial statements may not be comparable to those of companies that comply with public

company effective dates, including other emerging growth companies that have not made this

election.
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We cannot predict if investors will find our Class A Ordinary Shares and/or ADSs less

attractive or our company less comparable to certain other public companies because we may

rely on more of these exemptions and elections. If some investors find our Class A Ordinary

Shares and/or ADSs less attractive as a result, there may be a less active trading market for our

Class A Ordinary Shares and/or ADSs and the price of or Class A Ordinary Shares and/or ADS

may be more volatile.

We incur increased costs as a public company, particularly after we cease to qualify as an

“emerging growth company”.

We are a public company and incur significant legal, accounting and other expenses that

we did not incur as a private company. The Sarbanes-Oxley Act of 2002, as well as rules

subsequently implemented by the SEC and the Nasdaq Global Select Market, impose various

requirements on the corporate governance practices of public companies. We are currently

evaluating and monitoring developments with respect to these rules and regulations, but we

cannot predict or estimate the amount of additional costs we may incur or the timing of such

costs. Our reporting and other compliance obligations as a public company may place a strain

on our management, operational and financial resources and systems for the foreseeable future.

In addition, after we are no longer an “emerging growth company,” we expect to incur

significant expenses and devote substantial management effort toward ensuring compliance

with the requirements of Section 404 of the Sarbanes-Oxley Act of 2002 and the other rules and

regulations of the SEC.

We are a “controlled company” within the meaning of the Nasdaq Stock Market Rules and,

as a result, may rely on exemptions from certain corporate governance requirements that

provide protection to shareholders of other companies.

We are a “controlled company” as defined under the Nasdaq Stock Market Rules because

Mr. Peng Zhao, our Founder, Chairman and Chief Executive Officer, beneficially owns more

than 50% of our total voting power. For so long as we remain a controlled company under that

definition, we are permitted to elect to rely on, and may rely on, certain exemptions from

corporate governance rules, including an exemption from the following rules: (i) having the

majority of our board of directors composed of independent directors, (ii) having a

compensation committee composed entirely of independent directors, and (iii) having a

nominating and corporate governance committee composed entirely of independent directors.

As a result, you may not have the same protection afforded to shareholders of companies that

are subject to these corporate governance requirements.
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As an exempted 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 listing standards; these practices may afford less protection to

shareholders than they would enjoy if we complied fully with such corporate governance

listing standards.

As a Cayman Islands company listed on the Nasdaq Global Select Market, we are subject

to the Nasdaq Stock Market’s corporate governance listing standards. However, Nasdaq Stock

Market’s 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 Stock Market’s corporate

governance listing standards. If we choose to follow any home country practice in the future,

our shareholders may be afforded less protection than they would otherwise enjoy under the

Nasdaq Stock Market’s corporate governance listing standards applicable to U.S. domestic

issuers. In addition, if we are subject to listing standards or other rules or regulations of other

jurisdictions in the future, those requirements may further change the degree of protection for

our shareholders to the extent they differ from the Nasdaq Stock Market’s corporate

governance listing standards applicable to U.S. domestic issuers.

The voting rights of ADS holders are limited by the terms of the Deposit Agreement, and you

may not be able to exercise your right to direct how the Class A Ordinary Shares which are

represented by your ADSs are voted.

Holders of ADSs do not have the same rights as our shareholders. As a holder of our

ADSs, you will not have any direct right to attend general meetings of our shareholders or to

cast any votes at such meetings. As an ADS holder, you will only be able to exercise the voting

rights carried by the underlying Class A Ordinary Shares which are represented by your ADSs

indirectly by giving voting instructions to the Depositary in accordance with the provisions of

the Deposit Agreement. Under the Deposit Agreement, you may vote only by giving voting

instructions to the Depositary. Upon receipt of your voting instructions, the Depositary will

endeavor, as far as is practicable, to vote the underlying Class A Ordinary Shares represented

by your ADSs in accordance with your instructions, in the case of voting by poll, and in

accordance with the instructions provided by a majority of the ADS holders who provide

instructions, in the case of a vote by show of hands. If we ask for your instructions, then upon

receipt of your voting instructions, the Depositary will endeavor to vote the underlying Class

A Ordinary Shares represented by your ADSs in accordance with these instructions. If we do

not instruct the Depositary to ask for your instructions, the Depositary may still vote in

accordance with instructions you give, but it is not required to do so. You will not be able to

directly exercise your right to vote with respect to the underlying Class A Ordinary Shares

unless you withdraw such shares, and become the registered holder of such shares prior to the

record date for the general meeting. Under our Memorandum and Articles, the minimum notice

period required to be given by our Company to our registered shareholders to convene a

general meeting is seven calendar days. When a general meeting is convened, you may not

receive sufficient advance notice of the meeting to withdraw the underlying Class A Ordinary

Shares represented by your ADSs and become the registered holder of such shares to allow you
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to attend the general meeting and to vote directly with respect to any specific matter or

resolution to be considered and voted upon at the general meeting. In addition, under our

Memorandum and Articles, 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

Class A Ordinary Shares 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. If we ask for your instructions, the Depositary will notify you of the upcoming

vote and will arrange to deliver our voting materials to you. We have agreed to give the

Depositary notice of shareholder meetings sufficiently in advance of such meetings.

Nevertheless, we cannot assure you that you will receive the voting materials in time to ensure

that you can instruct the Depositary to vote the underlying Class A Ordinary Shares represented

by your ADSs. In addition, the Depositary and its agents are not responsible for failing to carry

out voting instructions or for their manner of carrying out your voting instructions. This means

that you may not be able to exercise your right to direct how the shares underlying your ADSs

are voted and you may have no legal remedy if the underlying Class A Ordinary Shares

represented by your ADSs are not voted as you requested. In addition, in your capacity as an

ADS holder, you will not be able to call a shareholders’ meeting. Except in limited

circumstances specified in the Deposit Agreement, the Depositary for our ADSs will give us

a discretionary proxy to vote the underlying Class A Ordinary Shares represented by your ADSs

if you do not instruct the depositary to vote at shareholders’ meetings, which could adversely

affect your interests.

We are entitled to amend the Deposit Agreement and to change the rights of ADS holders

under the terms of such agreement, or to terminate the Deposit Agreement, without the prior

consent of the ADS holders.

We are entitled to amend the Deposit Agreement and to change the rights of the ADS

holders under the terms of such agreement, without the prior consent of the ADS holders. We

and the Depositary may agree to amend the Deposit Agreement in any way we decide is

necessary or advantageous to us. Amendments may reflect, among other things, operational

changes in the ADS program, legal developments affecting ADSs or changes in the terms of our

business relationship with the Depositary. In the event that the terms of an amendment impose

or increase fees or charges (other than in connection with foreign exchange control regulations,

and taxes and other governmental charges, delivery and other such expenses) or materially

prejudice an existing substantial right of the ADS holders, ADS holders will only receive 30

days’ advance notice of the amendment, and no prior consent of the ADS holders is required

under the Deposit Agreement. Furthermore, we may decide to terminate the ADS facility at any

time for any reason. For example, terminations may occur when we decide to list our shares

on a non-U.S. securities exchange and determine not to continue to sponsor an ADS facility or

when we become the subject of a takeover or a going-private transaction. If the ADS facility

will terminate, ADS holders will receive at least 30 days’ prior notice, but no prior consent is

required from them. Under the circumstances that we decide to make an amendment to the
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deposit agreement that is disadvantageous to ADS holders or terminate the deposit agreement,

the ADS holders may choose to sell their ADSs or surrender their ADSs and become direct

holders of the underlying Class A Ordinary Shares, but will have no right to any compensation

whatsoever.

ADS holders may not be entitled to a jury trial with respect to claims arising under the

Deposit Agreement, which could result in less favorable outcomes to the plaintiff(s) in any

such action.

The Deposit Agreement governing the ADSs representing our Class A Ordinary Shares

provides that the United States District Court for the Southern District of New York (or, if the

United States District Court for the Southern District of New York lacks subject matter

jurisdiction over a particular dispute, in the state courts in New York County, New York) shall

have exclusive jurisdiction to hear and determine claims arising out of or relating in any way

to the Deposit Agreement (including claims arising under the Securities Act) and in that regard,

to the fullest extent permitted by law, ADS holders waive the right to a jury trial of any claim

they may have against us or the Depositary arising out of or relating to the ADSs or the Deposit

Agreement, including any claim under the U.S. federal securities laws.

If we or the Depositary opposed a jury trial demand based on the waiver, the court would

determine whether the waiver was enforceable based on the facts and circumstances of that

case in accordance with the applicable state and federal law. To our knowledge, the

enforceability of a contractual pre-dispute jury trial waiver in connection with claims arising

under the federal securities laws has not been finally adjudicated by the United States Supreme

Court. However, we believe that a contractual pre-dispute jury trial waiver provision is

generally enforceable, including under the laws of the State of New York, which govern the

Deposit Agreement. In determining whether to enforce a contractual pre-dispute jury trial

waiver provision, courts will generally consider whether a party knowingly, intelligently and

voluntarily waives the right to a jury trial. We believe that this is the case with respect to the

Deposit Agreement and the ADSs. It is advisable that you consult legal counsel regarding the

jury waiver provision before investing in the ADSs.

If you or any other holders or beneficial owners of ADSs bring a claim against us or the

Depositary in connection with matters arising under the Deposit Agreement or the ADSs,

including claims under federal securities laws, you or such other holder or beneficial owner

may not be entitled to a jury trial with respect to such claims, which may have the effect of

limiting and discouraging lawsuits against us or the Depositary, lead to increased costs to bring

a claim, limited access to information and other imbalances of resources between such holder

and us, or limit such holder’s ability to bring a claim in a judicial forum that such holder finds

favorable. If a lawsuit is brought against us or the Depositary under the Deposit Agreement,

it may be heard only by a judge or justice of the applicable trial court, which would be

conducted according to different civil procedures and may result in different outcomes than a

trial by jury would have had, including results that could be less favorable to the plaintiff(s)

in any such action.
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Nevertheless, if this jury trial waiver provision is not enforced, to the extend a court

action proceeds, it would proceed under the terms of the Deposit Agreement with a jury trial.

No condition, stipulation or provision of the Deposit Agreement or ADSs shall relieve us or the

Depositary from our respective obligations to comply with the Securities Act and the Exchange

Act nor serve as a waiver by any holder or beneficial owner of ADSs of compliance with the

U.S. federal securities laws and the rules and regulations promulgated thereunder.

The Depositary for the ADSs will give us a discretionary proxy to vote our Class A Ordinary

Shares underlying your ADSs if you do not timely provide voting instructions to the

Depositary, except in limited circumstances, which could adversely affect your interests.

Under the Deposit Agreement for the ADSs, if you do not timely provide voting

instructions to the Depositary, the Depositary will give us a discretionary proxy to vote our

ordinary shares underlying your ADSs at shareholders’ meetings unless:

• we have failed to timely provide the Depositary with notice of the meeting and

related voting materials;

• we have instructed the Depositary that we do not wish a discretionary proxy to be

given;

• we have informed the Depositary that there is substantial opposition as to a matter

to be voted on at the meeting;

• we have informed the Depositary that a matter to be voted on at the meeting may

have an adverse impact on the rights of shareholders; or

• the voting at the meeting is to be made on a show of hands.

The effect of this discretionary proxy is that if you do not timely provide voting

instructions to the Depositary in the manner required by the Deposit Agreement, you cannot

prevent our Class A Ordinary Shares underlying your ADSs from being voted, except under the

circumstances described above. This may make it more difficult for shareholders to influence

the management of our Company. Holders of our Class A Ordinary Shares are not subject to

this discretionary proxy.
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RISKS RELATING TO THE DUAL LISTING

An active trading market for our Class A Ordinary Shares on the Hong Kong Stock

Exchange might not develop or be sustained and trading prices of our Class A Ordinary

Shares might fluctuate significantly and the effectiveness of the bridging and liquidity

arrangements might be limited.

Following the completion of the Introduction, we cannot assure you that an active trading

market for our Class A Ordinary Shares on the Hong Kong Stock Exchange will develop or be

sustained. The trading price or liquidity for our ADSs on Nasdaq might not be indicative of

those of our Class A Ordinary Shares on the Hong Kong Stock Exchange following the

completion of the Introduction. If an active trading market of our Class A Ordinary Shares on

the Hong Kong Stock Exchange does not develop or is not sustained after the Introduction, the

market price and liquidity of our Class A Ordinary Shares could be materially and adversely

affected. Besides, if we wish to have our Class A Ordinary Shares traded through Stock

Connect in the future, it is unclear whether and when the Class A Ordinary Shares of our

Company will be allowed to be traded through Stock Connect, if at all. The failure or any delay

of our Class A Ordinary Shares for trading through Stock Connect will affect mainland Chinese

investors’ ability to trade our Class A Ordinary Shares and therefore may limit the liquidity of

the trading of our Class A Ordinary Shares on the Hong Kong Stock Exchange.

Throughout the Designated Period, the Designated Dealer and the Alternate Designated

Dealer intend to implement certain bridging and liquidity arrangements as set out in the section

headed “Market Arrangements to Facilitate Dealings in Hong Kong—Bridging Arrangements.”

While such arrangements are expected to contribute towards liquidity to meet demand for our

Class A Ordinary shares in Hong Kong and to maintain an orderly market, investors should be

aware that such bridging and liquidity arrangements are subject to the Designated Dealer’s and

the Alternate Designated Dealer’s ability to obtain sufficient numbers of our Class A Ordinary

shares to meet demand. There is no guarantee that such bridging and liquidity arrangements

will attain and/or maintain liquidity in our Class A Ordinary shares at any particular level on

the Hong Kong Stock Exchange, nor is there any assurance that the price of our Class A

Ordinary shares in Hong Kong will not exhibit significant volatility.

We also cannot guarantee you that the price at which our Class A Ordinary shares are

traded on the Hong Kong Stock Exchange will be substantially the same as or similar to the

price at which our ADSs are traded on Nasdaq or that any particular volume of our Class A

Ordinary shares will trade on the Hong Kong Stock Exchange. The bridging and liquidity

arrangements being implemented in connection with the Listing are not equivalent to the price

stabilization activities which may be undertaken in connection with an initial public offering.

The bridging and liquidity arrangements will terminate and cease to continue beyond the

Designated Period. Accordingly, there may be volatility in the Hong Kong market after the

Designated Period.
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The characteristics of the U.S. capital markets and the Hong Kong capital markets are

different.

The Nasdaq Global Select Market and the Hong Kong Stock Exchange 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 Class A Ordinary

Shares and the ADSs representing them might not be the same, even allowing for currency

differences. Fluctuations in the price of the ADSs due to circumstances peculiar to its home

capital market could materially and adversely affect the price of the Class A Ordinary Shares.

Because of the different characteristics of the U.S. and Hong Kong equity markets, the historic

market prices of the ADSs may not be indicative of the performance of our securities (including

the ordinary shares) after the Introduction.

Exchange between our Class A Ordinary Shares and the ADSs may adversely affect the

liquidity or trading price of each other.

The ADSs are currently traded on the Nasdaq Global Select Market. Subject to

compliance with U.S. securities laws and the terms of the Deposit Agreement, holders of our

Class A Ordinary Shares may deposit Class A Ordinary Shares with the Depositary in exchange

for the issuance of the ADSs. Any holder of ADSs may also present ADSs for cancellation and

withdraw the underlying Class A Ordinary Shares pursuant to the terms of the Deposit

Agreement for trading on the Hong Kong Stock Exchange. In the event that a substantial

number of Class A Ordinary Shares are deposited with the Depositary in exchange for ADSs

or vice versa, the liquidity and trading price of our Class A Ordinary Shares on the Hong Kong

Stock Exchange and the ADSs on the Nasdaq Global Select Market may be adversely affected.

The time required for the exchange between our Class A Ordinary Shares and the 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 Class A Ordinary Shares into ADSs

involves costs.

There is no direct trading or settlement between the Nasdaq Global Select Market and the

Hong Kong Stock Exchange on which the ADSs and our Class A Ordinary Shares are

respectively traded. In addition, the time differences between Hong Kong and New York,

unforeseen market circumstances, or other factors may delay the deposit of Class A Ordinary

Shares in exchange for the ADSs or the withdrawal of Class A Ordinary Shares underlying the

ADSs. Investors will be prevented from settling or effecting the sale of their securities during

such periods of delay. In addition, we cannot assure you that any exchange for Class A

Ordinary Shares into ADSs (and vice versa) will be completed in accordance with the timelines

that 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 Class A Ordinary 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 Class A
Ordinary Shares into ADSs, and vice versa, may not achieve the level of economic return the
shareholders may anticipate.

We may be subject to securities litigation, which is expensive and could divert management
attention.

Companies that have experienced volatility in the volume and market price of their shares
have been subject to an increased incidence of securities class action litigation. 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 have a material adverse effect on our business, financial condition
and results of operations.
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