
This section sets forth a summary of the most significant rules and regulations that affect our

business activities in China.

FOOD SAFETY

According to the Food Safety Law of the PRC(《中華人民共和國食品安全法》) (the “Food

Safety Law”), as promulgated by the Standing Committee of the National People’s Congress(the

“NPCSC”) on 28 February 2009, took effective on 1 June 2009 and amended on 24 April 2015, 29

December 2018 and 29 April 2021, and Implementing Regulations of the Food Safety Law of the

PRC (《中華人民共和國食品安全法實施條例》) (“Implementing Regulations of the Food Safety

Law”), passed by the State Council on 20 July 2009 and amended on 6 February 2016 and 1

December 2019, food producers and business operators shall, in accordance with laws, regulations

and food safety standards, engage in production and business operation activities, establish a sound

food safety management system, and take effective measures to prevent and control food safety

risks, thus ensuring food safety.

According to the Food Safety Law and the Implementing Regulations of the Food Safety

Law, food safety standards are mandatory standards, other than food safety standards, no food

mandatory standard shall be formulated. The health administrative department under the State

Council shall, in concert with the food safety administration under the State Council, be

responsible for the formulation and release of national food safety standards. The standardization

administrative department under the State Council shall provide the reference codes for these

national standards. The health administrative department of the State Council shall, in

collaboration with the food safety supervision and management department and the agriculture

administrative department, etc. of the State Council, develop a national standard plan on food

safety and an annual plan for the implementation thereof. For local special foods without national

food safety standards, the health administrative departments of the people’s governments of

provinces, autonomous regions and municipalities directly under the Central Government may

formulate and publish local food safety standards and submit the same to the health administrative

department under the State Council for filing. After the national food safety standards are

formulated, such local standards shall be nullified immediately.

The state encourages food producers to formulate corporate standards that are stricter than the

national or local food safety standards. Such corporate standards apply to such producers and shall

be reported to the health administrative department of the people’s governments of provinces,

autonomous regions and municipalities directly under the Central Government for filing. The

health administrative departments of the people’s governments at the provincial level or above

shall promulgate on their respective websites the national and local food safety standards and

corporate standards formulated and filed for inquiry and downloading by the public free of charge.
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Under the Standardization Law of the PRC (《中華人民共和國標準化法》), which became

effective on 1 January 2018, standards relating to the protection of personal health and the safety

of persons and property, as well as standards imposed by other laws and regulations, are classified

as “mandatory standards”. Food hygiene standards are part of mandatory standards.

As of the date of this document, according to our PRC Legal Advisers, we believe that we

fully comply with the Food Safety Law in China.

FOOD PRODUCTION AND TRADING LICENSE

According to the Food Safety Law and the Implementing Regulations of the Food Safety

Law, the State implements a licensing system for the food production and trading. However, no

license is required for the sale of edible agricultural products. For packaging materials with direct

contact with food and other food-related products with higher risks, the production licensing shall

be implemented in accordance with the relevant administrative provisions of the State on

production licenses for industrial products.

Pursuant to the Administrative Measures of Food Production Licensing (《食品生產許可管理
辦法》) promulgated by the State Administration for Market Regulation on 2 January 2020 and

took effect on 1 March 2020, the food production license is valid for five years and is subject to

the “one entity, one license” principle.

Pursuant to the Administrative Measures for Food Operation Licensing (《食品經營許可管理
辦法》), which was promulgated by the China Food and Drug Administration(the “CFDA”) on 31

August 2015, took effect on 1 October 2015 and was latest amended on 17 November 2017,

entities engaging in food selling and catering services in the PRC shall obtain a food operation

license. The principle of one license for one site shall apply to the food operation license. Food

and drug administrative authorities shall implement classified licensing for food operation

according to food operators’ types and the degree of risk of their operation projects. The food

operation license is valid for five years.

According to our PRC Legal Advisers, as of the date of this document, our operating entities

have timely received all required food production licenses and food operation licenses from the

authorities.

FOOD LABELLING MANAGEMENT

According to the Food Safety Law and the General Principles of Prepackaged Food Labeling

of GB 7718-2011 National Food Safety Standard (GB 7718-2011《食品安全國家標準預包裝食品
標簽通則》 ), packaged food shall be labeled. The labels shall include the following items: (1)
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name, specification, net weight, and production date; (2) content or ingredient table; (3) name,

address, and contact information of the producer; (4) best before date; (5) the standards code of

the product; (6) storage conditions; (7) generic names of food additives used under the national

standards; (8) the production license number; and (9) other items that are required by laws,

regulations and food safety standards. Major nutrition facts and contents shall be specified on the

labels of staple foods and supplementary foods exclusively for infants and other designated groups.

Where national food safety standards have otherwise provisions on label matters, those provisions

shall prevail. Food operators shall sell food in accordance with warning marks, warning

specifications or cautions stated on labels thereof.

PERSONNEL HEALTH MANAGEMENT SYSTEM

In accordance with the Food Safety Law, food producers and operators shall establish and

implement a personnel health management system. The personnel suffering from disease that

affects food safety according to the regulations of the health administration department under the

State Council shall not engage in work that involves contact with ready-to-eat food. The personnel

who engage in work that involves contact with ready-to-eat food shall have physical check-up each

year and shall obtain healthy certificates prior to working.

THE USE OF FOOD ADDITIVES

According to the Food Safety Law, the use of food additives, unless absolutely necessary and

proved by risk assessments to be harmless to health, should be completely avoided. The health

administrative agencies of the State Council require that the standards regarding the use of food

additives, in particular, the allowable food additives and their scope of applications and dosage

levels, should be updated in a timely manner on the basis of technical requirements and the results

of food safety risk analysis. Food manufacturers should use food additives in accordance with such

standards regarding the allowable food additives and their scope of applications and dosage levels

and may not use any chemical other than food additives that might be injurious to health.

When purchasing raw materials, food additives and food-related products in order to produce

food, the food manufacturers should examine the licenses and qualification documents of their

suppliers. In case the suppliers are unable to furnish the qualification documents, the food

manufacturers should inspect the products provided by such suppliers in accordance with the

standards regarding food safety. The food manufacturers may not purchase or use raw materials,

food additives or food-related products that are not compliant with the food safety standards. The

food manufacturers shall inspect raw materials, food additives or food-related products they

purchase for the production of food and keep for at least two years records of the names, volumes,

specifics, date of purchase, and names and contacts of the suppliers thereof, among other relevant

information.
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FOOD INSPECTION

According to the Food Safety Law and its implementation regulations, China has

implemented an inspection system relating to food production and operation. The food safety

supervision and administration department of a people’s government at or above the county level

shall, on a regular or unscheduled basis, conduct sampling inspections of food and publish the

inspection results according to the relevant provisions, and shall not exempt any food from such

inspection. A food production enterprise may itself inspect the food produced by it or employ a

food inspection institution that satisfies the requirements of the relevant laws and regulations to do

so.

PROCUREMENT INSPECTION RECORD SYSTEM AND FOOD PRE-DELIVERY

EXAMINATION RECORD SYSTEM

According to the Food Safety Law as well as the Implementing Rules on the Food Safety

Law, when purchasing food raw materials, food additives and food-related products, food

producers shall check the licenses and food eligibility certification documents of the suppliers. The

food raw materials whose eligibility certification documents are unavailable shall be inspected in

accordance with the food safety standards; no food certification documents are

THE PACKAGES OF PRE-PACKED FOOD

According to Food Safety Law, the packages of pre-packed food shall bear labels. The labels

shall state the following matters, such as name, specifications, net content and date of production;

list of ingredients or components; producer’s name, address and contact details; shelf life; product

standard code; storage conditions; the general name of the food additives uses in the national

standards; serial number of food production licenses; and other items that must be indicated

according to laws, regulations or food safety standards. The labels of the staple and supplementary

food exclusively for infants and babies and other specific groups of people shall also indicate the

principal nutritional ingredients and their contents.

FOOD RECALL

In accordance with the Food Safety Law, China has launched a food recall system. According

to the Administrative Measures on the Administration of Food Recall (《食品召回管理辦法》),

which became effective on 1 September 2015, food recall is divided into three levels, namely,

Recall of Level One, Level Two and Level Three, on the basis of the severity of the associated

health hazards. The acts of food recall are categorized as “proactive recall” and “ordered recall”.

In the situations that the food manufacturers or dealers find that the food they manufacture or

handle is unsafe, they shall immediately cease production or dealing, and recall and dispose of
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such unsafe food products pursuant to the foregoing provisions. Non-compliance in this regard will

result in the food manufacturers or dealers being subject to warnings from or fines or other

administrative penalties imposed by the food and drug regulatory authorities.

PRODUCT QUALITY AND PRODUCT LIABILITY

Product Quality

In accordance with the Product Quality Law of the PRC《(中華人民共和國產品質量法)》
(the “Product Quality Law”), as promulgated by the NPCSC on 22 February 1993, took effective

on 1 September 1993 and last amended on 29 December 2018, producers and sellers are liable for

the quality of the products they produce or sell. Where anyone produces or sells products that do

not comply with the relevant national or industrial standards and requirements safeguarding the

health and safety of persons and property, they shall be ordered by the relevant authorities to stop

production and/or sale of the products; the products illegally produced and/or sold shall be

confiscated; a fine not less than the equivalent of, but not more than three times, the value of the

products illegally produced or sold (including those already sold and those not yet sold, hereinafter

the same)shall be imposed concurrently; if there are illegal proceeds, such proceeds shall be

confiscated concurrently; if the circumstances are serious, the business license shall be revoked. If

the case constitutes a crime, criminal liability shall be investigated in accordance with the law.

PROTECTION OF CONSUMER RIGHTS AND INTERESTS

The Law of the PRC on the Protection of Consumer Rights and Interests (《中華人民共和國
消費者權益保護法》), as passed by the NPCSC on 31 October 1993 and last amended on 25

October 2013 contains the code of conduct for business operators when dealing with consumers,

including but not limited to: (i) the goods and services shall comply with the Product Quality Law

and other relevant laws and regulations; (ii) accurate information about the goods and services and

the quality and use of such goods and services; (iii) issue invoice shopping vouchers or service

documents to consumers in accordance with relevant national regulations, business practices or at

the request of consumers; (iv) ensure that the actual quality and function of the goods or services

are consistent with the quality of the goods or services indicated by advertising data, product

descriptions, samples or other means; (v) assume responsibility for repair, replacement, refund or

other liability under national regulations or any agreement with consumers; and (vi) not to create

terms that are unreasonable or unfair to consumers, or exempt themselves from civil liability when

they damage consumers’ legitimate rights and interests.
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REGULATIONS RELATED TO FOREIGN INVESTMENT

The establishment, operation and management of companies in China are mainly governed by

the PRC Company Law, as most recently amended in 2018, which applies to both PRC domestic

companies and foreign-invested companies. On 15 March 2019, the National People’s Congress

approved the Foreign Investment Law, and on 26 December 2019, the State Council promulgated

the Implementing Rules of the PRC Foreign Investment Law, or the Implementing Rules, to further

clarify and elaborate the relevant provisions of the Foreign Investment Law. The Foreign

Investment Law and the Implementing Rules both took effect on 1 January 2020 and replaced

three major previous laws on foreign investments in China, namely, the Sino-foreign Equity Joint

Venture Law, the Sino-foreign Cooperative Joint Venture Law and the Wholly Foreign-owned

Enterprise Law, together with their respective implementing rules. Pursuant to the Foreign

Investment Law, “foreign investments” refer to investment activities conducted by foreign

investors (including foreign natural persons, foreign enterprises or other foreign organizations)

directly or indirectly in the PRC, which include any of the following circumstances: (i) foreign

investors setting up foreign-invested enterprises in the PRC solely or jointly with other investors,

(ii) foreign investors obtaining shares, equity interests, property portions or other similar rights

and interests of enterprises within the PRC, (iii) foreign investors investing in new projects in the

PRC solely or jointly with other investors, and (iv) investment in other methods as specified in

laws, administrative regulations, or as stipulated by the State Council. The Implementing Rules

introduce a see-through principle and further provide that foreign-invested enterprises that invest

in the PRC shall also be governed by the Foreign Investment Law and the Implementing Rules.

The Foreign Investment Law and the Implementing Rules provide that a system of pre-entry

national treatment and negative list shall be applied for the administration of foreign investment,

where “pre-entry national treatment” means that the treatment given to foreign investors and their

investments at market access stage is no less favorable than that given to domestic investors and

their investments, and “negative list” means the special administrative measures for foreign

investment’s access to specific fields or industries, which will be proposed by the competent

investment department of the State Council in conjunction with the competent commerce

department of the State Council and other relevant departments, and be reported to the State

Council for promulgation, or be promulgated by the competent investment department or

competent commerce department of the State Council after being reported to the State Council for

approval. Foreign investment beyond the negative list will be granted national treatment. Foreign

investors shall not invest in the prohibited fields as specified in the negative list, and foreign

investors who invest in the restricted fields shall comply with the special requirements on the

shareholding, senior management personnel, etc. In the meantime, relevant competent government

departments will formulate a catalogue of industries for which foreign investments are encouraged

according to the needs for national economic and social development, to list the specific

industries, fields and regions in which foreign investors are encouraged and guided to invest. The
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current industry entry clearance requirements governing investment activities in the PRC by

foreign investors are set out in two categories, namely the Special Entry Management Measures

(Negative List) for the Access of Foreign Investment (2021 version), or the 2021 Negative List,

promulgated by the National Development and Reform Commission and the Ministry of

Commerce, or the MOFCOM, on 27 December 2021 and took effect on 1 January 2022, and the

Encouraged Industry Catalogue for Foreign Investment (2020 version), or the 2020 Encouraged

Industry Catalogue, promulgated by the MOFCOM on 27 December 2020 and took effect on 27

January 2021. Industries not listed in these two categories are generally deemed “permitted” for

foreign investment unless specifically restricted by other PRC laws. The healthcare industry is not

on the Negative List and therefore we are not subject to any restriction or limitation on foreign

ownership.

According to the Implementing Rules, the registration of foreign-invested enterprises shall be

handled by the SAMR or its authorized local counterparts. Where a foreign investor invests in an

industry or field subject to licensing in accordance with laws, the relevant competent government

department responsible for granting such license shall review the license application of the foreign

investor in accordance with the same conditions and procedures applicable to PRC domestic

investors unless it is stipulated otherwise by the laws and administrative regulations, and the

competent government department shall not impose discriminatory requirements on the foreign

investor in terms of licensing conditions, application materials, reviewing steps and deadlines, etc.

However, the relevant competent government departments shall not grant the license or permit

enterprise registration if the foreign investor intends to invest in the industries or fields as

specified in the negative list without satisfying the relevant requirements. In the event that a

foreign investor invests in a prohibited field or industry as specified in the negative list, the

relevant competent government department shall order the foreign investor to stop the investment

activities, dispose of the shares or assets or take other necessary measures within a specified time

limit, and restore to the status prior to the occurrence of the aforesaid investment, and the illegal

gains, if any, shall be confiscated. If the investment activities of a foreign investor violate the

special administration measures for access restrictions on foreign investments as stipulated in the

negative list, the relevant competent government department shall order the investor to make

corrections within the specified time limit and take necessary measures to meet the relevant

requirements. If the foreign investor fails to make corrections within the specified time limit, the

aforesaid provisions regarding the circumstance that a foreign investor invests in the prohibited

field or industry shall apply.

Pursuant to the Foreign Investment Law and the Implementing Rules, and the Information

Reporting Measures for Foreign Investment jointly promulgated by the MOFCOM and the SAMR,

which took effect on 1 January 2020, a foreign investment information reporting system shall be

established and foreign investors or foreign-invested enterprises shall report investment

information to competent commerce departments of the government through the enterprise
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registration system and the enterprise credit information publicity system, and the administration

for market regulation shall forward the above investment information to the competent commerce

departments in a timely manner. In addition, the MOFCOM shall set up a foreign investment

information reporting system to receive and handle the investment information and

inter-departmentally shared information forwarded by the administration for market regulation in a

timely manner. The foreign investors or foreign-invested enterprises shall report the investment

information by submitting reports including initial reports, change reports, deregistration reports

and annual reports.

Furthermore, the Foreign Investment Law provides that foreign-invested enterprises

established according to the previous laws regulating foreign investment prior to the

implementation of the Foreign Investment Law may maintain their structure and corporate

governance within five years after the implementation of the Foreign Investment Law. The

Implementing Rules further clarify that such foreign-invested enterprises established prior to the

implementation of the Foreign Investment Law may either adjust their organizational forms or

organizational structures pursuant to the Company Law or the Partnership Law, or maintain their

current structure and corporate governance within five years upon the implementation of the

Foreign Investment Law. Since 1 January 2025, if a foreign-invested enterprise fails to adjust its

organizational form or organizational structure in accordance with the laws and go through the

applicable registrations for changes, the relevant administration for market regulation shall not

handle other registrations for such foreign-invested enterprise and shall publicize the relevant

circumstances. However, after the organizational forms or organizational structures of a

foreign-invested enterprise have been adjusted, the original parties to the Sino-foreign equity or

cooperative joint ventures may continue to process such matters as the equity interest transfer, the

distribution of income or surplus assets as agreed by the parties in the relevant contracts.

In addition, the Foreign Investment Law and the Implementing Rules also specify other

protective rules and principles for foreign investors and their investments in the PRC, including,

among others, that local governments shall abide by their commitments to the foreign investors;

except for special circumstances, in which case statutory procedures shall be followed and fair and

reasonable compensation shall be made in a timely manner, expropriation or requisition of the

investment of foreign investors is prohibited; mandatory technology transfer is prohibited, etc.

According to our PRC Legal Advisers, as of the date of this document, neither we nor any of

our operating subsidiaries has been subject to any investigation, or receive any notice, warning, or

sanction from relevant government authorities related to non-compliance with the PRC Company

Law or foreign investment laws.
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REGULATIONS ON DIVIDEND DISTRIBUTIONS

The principal laws, rule and regulations governing dividends distribution by companies in the

PRC are the PRC Company Law, which applies to both PRC domestic companies and

foreign-invested companies, and the Foreign Investment Law and its implementing rules, which

apply to foreign-invested companies. Under these laws, regulations and rules, both domestic

companies and foreign-invested companies in the PRC are required to set aside as general reserves

at least 10% of their after-tax profit, until the cumulative amount of their reserves reaches 50% of

their registered capital. PRC companies are not permitted to distribute any profits until any losses

from prior fiscal years have been offset. Profits retained from prior fiscal years may be distributed

together with distributable profits from the current fiscal year.

REGULATIONS RELATING TO LEASING

Pursuant to the Law on Administration of Urban Real Estate which took effect in January

1995 with the latest amendment in August 2019, lessors and lessees are required to enter into a

written lease contract, containing such provisions as the term of the lease, the use of the premises,

liability for rent and repair, and other rights and obligations of both parties.

According to the Civil Code of the PRC, which was enacted by the NPC in May 2020 and

took effect on 1 January 2021, the lessee may sublease the leased premises to a third party, subject

to the consent of the lessor. Where the lessee subleases the premises, the lease contract between

the lessee and the lessor remains valid. Where the third party causes any damage to the premises,

the lessee should be liable for such damage. The lessor is entitled to terminate the lease contract if

the lessee subleases the premises without the consent of the lessor. In addition, if the lessor

transfers the premises within the period when the lessee is entitled to possess in accordance with

the lease contract, the lease contract between the lessee and the lessor will still remain valid. As of

the date of this document, we are not aware of any claim or challenge brought by any third parties

concerning the use of the PRC operating subsidiaries leased properties without obtaining proper

ownership proof.

Pursuant to the Administrative Measures for Commodity Housing Tenancy issued by the

Ministry of Housing and Urban-Rural Development on 1 December 2010 and in effect as of 1

February 2011, the parties to a housing tenancy shall go through the housing tenancy registration

formalities with the competent construction (real estate) departments of the municipalities directly

under the central government, cities and counties where the housing is located within 30 days after

the housing tenancy contract is signed. Our PRC operating subsidiaries lease real properties from

third parties, and such lease agreements for these properties have not been registered with the PRC

governmental authorities as required by PRC law. Although the failure to do so does not in and of

itself invalidate the leases, the PRC operating entities may be ordered by the PRC Government
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authorities to rectify such noncompliance and, if such noncompliance is not rectified within a

given period of time, our PRC operating subsidiaries 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.

REGULATIONS RELATING TO INTELLECTUAL PROPERTY

China has adopted comprehensive legislation governing intellectual property rights, including

copyrights, trademarks, patents and domain names. China is a signatory to the primary

international conventions on intellectual property rights and has been a member of the Agreement

on Trade Related Aspects of Intellectual Property Rights since its accession to the World Trade

Organization in December 2001.

Copyright

On 7 September 1990, the SCNPC promulgated the Copyright Law of the People’s Republic

of China, or the Copyright Law, effective on June 1, 1991 and amended on 27 October 2001 and

26 February 2010, respectively. The amended Copyright Law extends copyright protection to

internet activities, products disseminated over the Internet and software products. In addition, there

is a voluntary registration system administered by the Copyright Protection Center of China.

Under the Regulations on the Protection of the Right to Network Dissemination of

Information that took effect on 1 July 2006 and was amended on 30 January 2013, it is further

provided that an Internet information service provider may be held liable under various situations,

including that if it knows or should reasonably have known a copyright infringement through the

Internet and the service provider fails to take measures to remove or block or disconnect links to

the relevant content, or, although not aware of the infringement, the Internet information service

provider fails to take such measures upon receipt of the copyright holder’s notice of such

infringement.

In order to further implement the Regulations on Computer Software Protection, promulgated

by the State Council on 20 December 2001 and amended on 8 January 2011 and 30 January 2013,

respectively, the National Copyright Administration issued the Measures for the Registration of

Computer Software Copyright on 20 February 2002, which specify detailed procedures and

requirements with respect to the registration of software copyrights.

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

REGULATORY OVERVIEW

– 89 –



Trademark

According to the Trademark Law of the People’s Republic of China promulgated by the

SCNPC on 23 August 1982, and amended on 22 February 1993, 27 October 2001, 30 August 2013

and 23 April 2019, respectively, the Trademark Office of the SAMR is responsible for the

registration and administration of trademarks in China. The SAMR under the State Council has

established a Trademark Review and Adjudication Board for resolving trademark disputes.

Registered trademarks are valid for ten years from the date the registration is approved. A

registrant may apply to renew a registration within twelve months before the expiration date of the

registration. If the registrant fails to apply in a timely manner, a grace period of six additional

months may be granted. If the registrant fails to apply before the grace period expires, the

registered trademark shall be deregistered. Renewed registrations are valid for ten years. On 29

April 2014, the State Council issued the revised the Implementing Regulations of the Trademark

Law of the People’s Republic of China, which specified the requirements of applying for

trademark registration and renewal.

Patent

According to the Patent Law of the People’s Republic of China, or the Patent Law,

promulgated by the SCNPC on 12 March 1984 and amended on 4 September 1992, 25 August

2000, 27 December 2008 and 17 October 2020, respectively, and the Implementation Rules of the

Patent Law of the People’s Republic of China, or the Implementation Rules of the Patent Law,

promulgated by the State Council on 15 June 2001 and revised on 28 December 2002 and 9

January 2010, the patent administrative department under the State Council is responsible for the

administration of patent-related work nationwide and the patent administration departments of

provincial or autonomous regions or municipal governments are responsible for administering

patents within their respective administrative areas. The Patent Law and Implementation Rules of

the Patent Law provide for three types of patents, namely “inventions”, “utility models” and

“designs”. Invention patents are valid for twenty years, while utility model patents and design

patents are valid for ten years, from the date of application. The Chinese patent system adopts a

“first come, first file” principle, which means that where more than one person files a patent

application for the same invention, a patent will be granted to the person who files the application

first. An invention or a utility model must possess novelty, inventiveness and practical

applicability to be patentable. Third Parties must obtain consent or a proper license from the patent

owner to use the patent. Otherwise, the unauthorized use constitutes an infringement on the patent

rights.
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Domain Names

On 28 May 2012, the China Internet Network Information Center, or the CNNIC, issued the

Implementing Rules for Domain Name Registration which took effect on 29 May 2012 setting

forth the detailed rules for registration of domain names. On 24 August 2017, the MIIT

promulgated the Administrative Measures for Internet Domain Names, or the Domain Name

Measures, which took effect on 1 November 2017. The Domain Name Measures regulate the

registration of domain names, such as the China’s national top-level domain name “.CN”. The

CNNIC issued the Measures of the China Internet Network Information Center for the Resolution

of Country Code Top-Level Domain Name Disputes on 9 September 2014, which took effect on 21

November 2014, pursuant to which domain name disputes shall be accepted and resolved by the

dispute resolution service providers as accredited by the CNNIC.

As of the date of this document, to the best of our knowledge, we have legally obtained

adequate copyrights, trademarks, patents and domains names to support our operations and, as our

business develops, we may need to apply for or obtain more intellectual rights. To the best of our

knowledge, neither we, nor any of our operating subsidiaries have infringed, nor have we received

any notice of infringement or been subject to any disputes regarding the intellectual property of

others since our inception.

REGULATIONS RELATING TO FOREIGN EXCHANGE

The principal regulations governing foreign currency exchange in China are the

Administrative Regulations on Foreign Exchange of the People’s Republic of China, or the Foreign

Exchange Administrative Regulation, which was promulgated by the State Council on 29 January

1996, which took effect on 1 April 1996 and was subsequently amended on 14 January 1997 and 5

August 2008 and the Administrative Regulations on Foreign Exchange Settlement, Sales and

Payment which was promulgated by the People’s Bank of China, or the PBOC, on 20 June 1996

and took effect on 1 July 1996. Under these 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 State Foreign Exchange Administration of the

People’s Republic of China, or the SAFE, by complying with certain procedural requirements. By

contrast, approval from or registration with appropriate government authorities is required where

RMB is to be converted into foreign currency and remitted out of China to pay capital account

items such as the repayment of foreign currency-denominated loans, direct investment overseas

and investments in securities or derivative products outside of the PRC. FIEs are permitted to

convert their after-tax dividends into foreign exchange and to remit such foreign exchange out of

their foreign exchange bank accounts in the PRC.
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On 30 March 2015, SAFE promulgated the Notice on Reforming the Administration of

Foreign Exchange Settlement of Capital of Foreign-invested Enterprises, or the SAFE Circular 19,

which took effect on 1 June 2015. According to SAFE Circular 19, the foreign currency capital

contribution to an FIE in its capital account may be converted into RMB on a discretional basis.

On 9 June 2016, the SAFE promulgated the Circular on Reforming and Regulating Policies

on the Management of the Settlement of Foreign Exchange of Capital Accounts, or the SAFE

Circular 16. The SAFE Circular 16 unifies the discretional foreign exchange settlement for all the

domestic institutions. The Discretional Foreign Exchange Settlement refers to the foreign exchange

capital in the capital account which has been confirmed by the relevant policies subject to the

discretional foreign exchange settlement (including foreign exchange capital, foreign loans and

funds remitted from the proceeds from the overseas listing) can be settled at the banks based on

the actual operational needs of the domestic institutions. The proportion of Discretional Foreign

Exchange Settlement of the foreign exchange capital is temporarily determined as 100%.

Violations of SAFE Circular 19 or SAFE Circular 16 could result in administrative penalties in

accordance with the Foreign Exchange Administrative Regulation and relevant provisions.

Furthermore, SAFE Circular 16 stipulates that the use of foreign exchange incomes of capital

accounts by FIEs shall follow the principles of authenticity and self-use within the business scope

of the enterprises. The foreign exchange incomes of capital accounts and capital in RMB obtained

by the FIE from foreign exchange settlement shall not be used for the following purposes: (i)

directly or indirectly used for the payment beyond the business scope of the enterprises or the

payment prohibited by relevant laws and regulations; (ii) directly or indirectly used for investment

in securities or financial schemes other than bank guaranteed products unless otherwise provided

by relevant laws and regulations; (iii) used for granting loans to non-affiliated enterprises, unless

otherwise permitted by its business scope; and (iv) used for the construction or purchase of real

estate that is not for self-use (except for the real estate enterprises).

REGULATIONS RELATING TO OFFSHORE SPECIAL PURPOSE COMPANIES HELD BY

PRC RESIDENTS

SAFE promulgated the Circular on Printing and Distributing the Provisions on Foreign

Exchange Administration over Domestic Direct Investment by Foreign Investors and the

Supporting Documents on 10 May 2013, which took effect on 13 May 2013 and which specifies

that the administration by SAFE or its local branches over direct investment by foreign investors

in the PRC shall be conducted by way of registration and banks shall process foreign exchange

business relating to the direct investment in the PRC based on the registration information

provided by SAFE and its branches.
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SAFE promulgated Notice on Issues Relating to Foreign Exchange Administration over the

Overseas Investment and Financing and Round-trip Investment by Domestic Residents via Special

Purpose Vehicles, or the SAFE Circular 37, on 4 July 2014 that requires PRC residents or entities

to register with SAFE or its local branch in connection with their establishment or control of an

offshore entity established for the purpose of overseas investment or financing. In addition, such

PRC residents or entities must update their SAFE registrations when the offshore special purpose

vehicle undergoes material events relating to any change of basic information (including change of

such PRC citizens or residents, name and term of operation), capital increase or capital reduction,

transfers or exchanges of shares, or mergers or divisions. SAFE Circular 37 was issued to replace

the Notice on Relevant Issues Concerning Foreign Exchange Administration for PRC Residents

Engaging in Financing and Roundtrip Investments via Overseas Special Purposes Vehicles.

SAFE further enacted the Notice of the State Administration of Foreign Exchange on Further

Simplifying and Improving the Foreign Exchange Management Policies for Direct Investment, or

the SAFE Circular 13, which allows PRC residents or entities to register with qualified banks in

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

overseas investment or financing. However, remedial registration applications made by PRC

residents that previously failed to comply with the SAFE Circular 37 continue to fall under the

jurisdiction of the relevant local branch of SAFE. In the event that a PRC shareholder holding

interests in a special purpose vehicle fails to fulfil the required SAFE registration, the PRC

subsidiaries of that special purpose vehicle may be prohibited from distributing profits to the

offshore parent and from carrying out subsequent cross-border foreign exchange activities, and the

special purpose vehicle may be restricted in its ability to contribute additional capital into its PRC

subsidiary.

On 26 January 2017, SAFE issued the Notice on Improving the Check of Authenticity and

Compliance to Further Promote Foreign Exchange Control, or the SAFE Circular 3, which

stipulates several capital control measures with respect to the outbound remittance of profit from

domestic entities to offshore entities, including (i) under the principle of genuine transaction,

banks shall check board resolutions regarding profit distribution, the original version of tax filing

records and audited financial statements; and (ii) domestic entities shall hold income to account

for previous years’ losses before remitting the profits. Moreover, pursuant to SAFE Circular 3,

domestic entities shall make detailed explanations of the sources of capital and utilization

arrangements, and provide board resolutions, contracts and other proof when completing the

registration procedures in connection with an outbound investment.
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REGULATIONS RELATING TO PRIVATE LENDING

The transfer of funds among companies are subject to the Provisions of the Supreme People’s

Court on Several Issues Concerning the Application of Law in the Trial of Private Lending Cases,

or the Provisions on Private Lending Cases, which was issued by the Supreme People’s Court of

the People’s Republic of China, or the People’s Court, on 25 August 2015 and amended on 19

August 2020 and 29 December 2020, respectively, to regulate the private lending activities

between natural persons, legal persons and unincorporated organizations. The Provisions on

Private Lending Cases do not apply to the disputes arising from relevant financial services such as

loan disbursement by financial institutions and their branches established upon approval by the

financial regulatory authorities to engage in lending business.

The Provisions on Private Lending Cases set forth that private lending contracts will be

upheld as invalid under the circumstance that (i) the lender swindles loans from financial

institutions for relending; (ii) the lender relends the funds obtained by means of a loan from

another profit-making legal person, raising funds from its employees, illegally taking deposits

from the public; (iii) the lender who has not obtained the lending qualification according to the

law lends money to any unspecified object of the society for the purpose of making profits; (iv)

the lender lends funds to a borrower when the lender knows or should have known that the

borrower intended to use the borrowed funds for illegal or criminal purposes; (v) the lending is

violations of public orders or good morals; or (vi) the lending is in violations of mandatory

provisions of laws or administrative regulations.

In addition, the Provisions on Private Lending Cases set forth that the People’s Court shall

support the interest rates not exceeding four times of the market interest rate quoted for one-year

loan at the time the private lending contracts were entered into.

REGULATIONS RELATING TO TAXATION

Income Tax

According to the Enterprise Income Tax Law of the People’s Republic of China, or the EIT

Law, which was promulgated on 16 March 2007, took effect as from 1 January 2008 and amended

on 24 February 2017 and 29 December 2018, an enterprise established outside the PRC with de

facto management bodies within the PRC is considered as a resident enterprise for PRC enterprise

income tax purposes and is generally subject to a uniform 25% enterprise income tax rate on its

worldwide income. The Implementing Rules of the Enterprise Income Law of the People’s

Republic of China, or the Implementing Rules of the EIT Law, defines a de facto management

body as a managing body that in practice exercises “substantial and overall management and
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control over the production and operations, personnel, accounting, and properties” of the

enterprise. Non-PRC resident enterprises without any branches in the PRC pay an enterprise

income tax in connection with their income originating from the PRC at the tax rate of 10%.

On 3 February 2015, the PRC State Administration of Taxation, or the SAT, issued the

Announcement on Several Issues Concerning the Enterprise Income Tax on Indirect Transfer of

Assets by Non-Resident Enterprises, or the SAT Circular 7. The SAT Circular 7 repeals certain

provisions in the Notice of the State Administration of Taxation on Strengthening the

Administration of Enterprise Income Tax on Income from Equity Transfer by Non-Resident

Enterprises, or the SAT Circular 698, issued by SAT on December 10, 2009 and the Announcement

on Several Issues Relating to the Administration of Income Tax on Non-resident Enterprises issued

by SAT on 28 March 2011 and clarifies certain provisions in the SAT Circular 698. The SAT

Circular 7 provides comprehensive guidelines relating to, and heightening the Chinese tax

authorities’ scrutiny on, indirect transfers by a non-resident enterprise of assets (including assets of

organizations and premises in PRC, immovable property in the PRC, equity investments in PRC

resident enterprises), or the PRC Taxable Assets. For instance, when a non-resident enterprise

transfers equity interests in an overseas holding company that directly or indirectly holds certain

PRC Taxable Assets and if the transfer is believed by the Chinese tax authorities to have no

reasonable commercial purpose other than to evade enterprise income tax, the SAT Circular 7

allows the Chinese tax authorities to reclassify the indirect transfer of PRC Taxable Assets into a

direct transfer and therefore impose a 10% rate of PRC enterprise income tax on the non-resident

enterprise. The SAT Circular 7 lists several factors to be taken into consideration by tax authorities

in determining if an indirect transfer has a reasonable commercial purpose. However, regardless of

these factors, the overall arrangements in relation to an indirect transfer satisfying all the

following criteria will be deemed to lack a reasonable commercial purpose: (i) 75% or more of the

equity value of the intermediary enterprise being transferred is derived directly or indirectly from

PRC Taxable Assets; (ii) at any time during the one year period before the indirect transfer, 90%

or more of the asset value of the intermediary enterprise (excluding cash) is comprised directly or

indirectly of investments in the PRC, or during the one year period before the indirect transfer,

90% or more of its income is derived directly or indirectly from the PRC; (iii) the functions

performed and risks assumed by the intermediary enterprise and any of its subsidiaries and

branches that directly or indirectly hold the PRC Taxable Assets are limited and are insufficient to

prove their economic substance; and (iv) the foreign tax payable on the gain derived from the

indirect transfer of the PRC Taxable Assets is lower than the potential PRC tax on the direct

transfer of those assets. On the other hand, indirect transfers falling into the scope of the safe

harbors under the SAT Circular 7 will not be subject to PRC tax under the SAT Circular 7. The

safe harbors include qualified group restructurings, public market trades and exemptions under tax

treaties or arrangements.
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On 17 October 2017, SAT issued the Announcement on Issues Relating to Withholding at

Source of Income Tax of Non-resident Enterprises, or the SAT Circular 37, which took effect on 1

December 2017. According to the SAT Circular 37, the balance after deducting the equity net

value from the equity transfer income shall be the taxable income amount for equity transfer

income. Equity transfer income shall mean the consideration collected by the equity transferor

from the equity transfer, including various income in monetary form and non-monetary form.

Equity net value shall mean the tax computation basis for obtaining the said equity. The tax

computation basis for equity shall be: (i) the capital contribution costs actually paid by the equity

transferor to a Chinese resident enterprise at the time of investment and equity participation, or (ii)

the equity transfer costs actually paid at the time of acquisition of such equity to the original

transferor of the said equity. Where there is reduction or appreciation of value during the equity

holding period, and the gains or losses may be confirmed pursuant to the rules of the finance and

tax authorities of the State Council, the equity net value shall be adjusted accordingly. When an

enterprise computes equity transfer income, it shall not deduct the amount in the shareholders’

retained earnings such as undistributed profits etc. of the investee enterprise, which may be

distributed in accordance with the said equity. In the event of partial transfer of equity under

multiple investments or acquisitions, the enterprise shall determine the costs corresponding to the

transferred equity in accordance with the transfer ratio, out of all costs of the equity.

Under the SAT Circular 7 and the Law of the People’s Republic of China on the

Administration of Tax Collection promulgated by the SCNPC on 4 September 1992 and newly

amended on 24 April 2015, in the case of an indirect transfer, entities or individuals obligated to

pay the transfer price to the transferor shall act as withholding agents. If they fail to make

withholding or withhold the full amount of tax payable, the transferor of equity shall declare and

pay tax to the relevant tax authorities within seven days from the occurrence of tax payment

obligation. Where the withholding agent does not make the withholding, and the transferor of the

equity does not pay the tax payable amount, the tax authority may impose late payment interest on

the transferor. In addition, the tax authority may also hold the withholding agents liable and

impose a penalty of ranging from 50% to 300% of the unpaid tax on them. The penalty imposed

on the withholding agents may be reduced or waived if the withholding agents have submitted the

relevant materials in connection with the indirect transfer to the PRC tax authorities in accordance

with the SAT Circular 7.

According to our PRC Legal Advisers, the applicable EIT rate of our operating entities is

25%, except for certain subsidiaries which enjoyed preferential tax treatment. As of the date of this

document, we believe that we fully comply with the EIT Law in China, and we have not received

any notifications of any non-compliance from the tax authorities.
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Withholding Tax on Dividend Distribution

The EIT Law prescribes a standard withholding tax rate of 20% on dividends and other

China-sourced income of non-PRC resident enterprises which have no establishment or place of

business in the PRC, or if established, the relevant dividends or other China-sourced income are in

fact not associated with such establishment or place of business in the PRC. However, the

Implementing Rules of the EIT Law which reduced the rate from 20% to 10%, took effect from 1

January 2008. However, a lower withholding tax rate might be applied if there is a tax treaty

between China and the jurisdiction of the foreign holding companies, for example, pursuant to the

Arrangement Between the Mainland of China and the Hong Kong Special Administrative Region

for the Avoidance of Double Taxation on Income, or the Double Tax Avoidance Arrangement, and

other applicable PRC laws, if a Hong Kong resident enterprise is determined by the competent

PRC tax authority to have satisfied the relevant conditions and requirements under the Double Tax

Avoidance Arrangement and other applicable laws, the 10% withholding tax on the dividends that

the Hong Kong resident enterprise receives from a PRC resident enterprise may be reduced to 5%

upon receiving approval from the tax authority in charge.

Based on the Notice on Relevant Issues Relating to the Enforcement of Dividend Provisions

in Tax Treaties issued on 20 February 2009 by the SAT, if the relevant PRC tax authorities

determine, at their discretion, that a company benefits from such reduced income tax rate due to a

structure or an arrangement that is primarily tax-driven, such PRC tax authorities may adjust the

preferential tax treatment; and based on the Announcement of the State Administration of Taxation

on Issues Concerning “Beneficial Owners” in Tax Treaties, which was promulgated on 3 February

2018 and came into effect on 1 April 2018. If the company’s activities do not constitute

substantive business activities, it will be analyzed according to the actual situation of the specific

case, which may not be conducive to the determination of its “beneficiary owner” capacity, and

thus may not enjoy the concessions under the Double Tax Avoidance Arrangement.

Value-Added Tax

Pursuant to the Interim Regulations on Value-Added Tax of the People’s Republic of China,

which was promulgated by the State Council on 13 December 1993 and amended on 10 November

2008, 6 February 2016 and 19 November 2017, and the Implementation Rules for the Interim

Regulations on Value-Added Tax of the People’s Republic of China, which was promulgated by the

MOF on 25 December 1993 and amended on 15 December 2008 and 28 October 2011, entities or

individuals engaging in sale of goods, provision of processing services, repairs and replacement

services or import of goods within the territory of the PRC shall pay value-added tax, or the VAT.

Unless provided otherwise, the rate of VAT is 17% on sales and 6% on the services. On 4 April

2018, MOF and SAT jointly promulgated the Circular of the Ministry of Finance and the State

Administration of Taxation on Adjustment of Value-Added Tax Rates, or the Circular 32, according
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to which (i) for VAT taxable sales acts or import of goods originally subject to VAT rates of 17%

and 11% respectively, such tax rates shall be adjusted to 16% and 10%, respectively; (ii) for

purchase of agricultural products originally subject to tax rate of 11%, such tax rate shall be

adjusted to 10%; (iii) for purchase of agricultural products for the purpose of production and sales

or consigned processing of goods subject to tax rate of 16%, such tax shall be calculated at the tax

rate of 12%; (iv) for exported goods originally subject to tax rate of 17% and export tax refund

rate of 17%, the export tax refund rate shall be adjusted to 16%; and (v) for exported goods and

cross-border taxable acts originally subject to tax rate of 11% and export tax refund rate of 11%,

the export tax refund rate shall be adjusted to 10%. Circular 32 took effect on 1 May 2018 and

shall supersede existing provisions which are inconsistent with Circular 32.

Since 1 January 2012, the MOF and the SAT have implemented the Pilot Plan for Imposition

of Value-Added Tax to Replace Business Tax, or the VAT Pilot Plan, which imposes VAT in lieu of

business tax for certain “modern service industries” in certain regions and eventually expanded to

nation-wide application in 2013. According to the Implementation Rules for the Pilot Plan for

Imposition of Value-Added Tax to Replace Business Tax released by the MOF and the SAT on the

VAT Pilot Program, the “modern service industries” include research, development and technology

services, information technology services, cultural innovation services, logistics support, lease of

corporeal properties, attestation and consulting services. The Notice on Comprehensively

Promoting the Pilot Plan of the Conversion of Business Tax to Value-Added Tax, which was

promulgated on 23 March 2016, took effect on 1 May 2016, and amended on 11 July 2017, sets

out that VAT in lieu of business tax be collected in all regions and industries.

On 20 March 2019, MOF, SAT and GAC jointly promulgated the Announcement on Relevant

Policies for Deepening Value-Added Tax Reform, which took effect on 1 April 2019 and provides

that (i) with respect to VAT taxable sales acts or import of goods originally subject to VAT rates of

16% and 10% respectively, such tax rates shall be adjusted to 13% and 9%, respectively; (ii) with

respect to purchase of agricultural products originally subject to tax rate of 10%, such tax rate

shall be adjusted to 9%; (iii) with respect to purchase of agricultural products for the purpose of

production or consigned processing of goods subject to tax rate of 13%, such tax shall be

calculated at the tax rate of 10%; (iv) with respect to export of goods and services originally

subject to tax rate of 16% and export tax refund rate of 16%, the export tax refund rate shall be

adjusted to 13%; and (v) with respect to export of goods and cross-border taxable acts originally

subject to tax rate of 10% and export tax refund rate of 10%, the export tax refund rate shall be

adjusted to 9%.

According to our PRC Legal Advisers, the applicable VAT rate of our operating entities are

13%, 9% and 0%. As of the date of this document, we have not received any notifications of any

non-compliance from the tax authorities.
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REGULATIONS RELATING TO EMPLOYMENT

The Labor Contract Law of the People’s Republic of China, or the Labor Contract Law, and

its implementation rules provide requirements concerning employment contracts between an

employer and its employees. If an employer fails to enter into a written employment contract with

an employee within one year from the date on which the employment relationship is established,

the employer must rectify the situation by entering into a written employment contract with the

employee and pay the employee twice the employee’s salary for the period from the day following

the lapse of one month from the date of establishment of the employment relationship to the day

prior to the execution of the written employment contract. The Labor Contract Law and its

implementation rules also require compensation to be paid upon certain terminations. In addition,

if an employer intends to enforce a non-compete provision in an employment contract or

non-competition agreement with an employee, it has to compensate the employee on a monthly

basis during the term of the restriction period after the termination or expiry of the labor contract.

Employers in most cases are also required to provide severance payment to their employees after

their employment relationships are terminated.

Enterprises in China are required by PRC laws and regulations to participate in certain

employee benefit plans, including social insurance funds, namely a pension plan, a medical

insurance plan, an unemployment insurance plan, a work-related injury insurance plan and a

maternity insurance plan, and a housing provident fund, and contribute to the plans or funds in

amounts equal to certain percentages of salaries, including bonuses and allowances, of the

employees as specified by the local government from time to time at locations where they operate

their businesses or where they are located. According to the Social Insurance Law, an employer

that fails to make social insurance contributions may be ordered to pay the outstanding social

insurance contributions within the deadline and may be liable to a late payment fee which equals

to 0.05% of the outstanding amount for each day of delay. The employer also may be liable to a

fine from one to three times the amount of the outstanding contributions if it fails to make such

payments. According to the Regulations on Management of Housing Fund, an enterprise that fails

to make housing fund contributions may be ordered to rectify the noncompliance and pay the

required contributions within a stipulated deadline; if the enterprise fails to rectify the

non-compliance with the stipulated deadline, it be may be subject to a fine ranging from

RMB10,000 or RMB50,000 and an application may be made to a local court for compulsory

enforcement.

According to our PRC Legal Advisers, the PRC operating subsidiaries have signed labor

contracts with all of their employees. However, our PRC operating subsidiaries did not pay social

insurance contributions and housing provident fund contributions in full for all of the employees.

As of the date of this document, no administrative actions, fines or penalties have been imposed
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by the relevant PRC Government authorities with respect to such non-compliance, nor has any

order been received by our operating entities to settle the outstanding amount of social insurance

contributions and housing provident fund contributions.

REGULATIONS RELATING TO OVERSEAS LISTING AND M&A

On 8 August 2006, six PRC regulatory agencies, including the CSRC, promulgated the Rules

on the Merger and Acquisition of Domestic Enterprises by Foreign Investors, or the M&A Rules,

which took effect on September 8, 2006 and were amended on 22 June 2009. The M&A Rules,

among other things, require offshore special purpose vehicles formed for overseas listing purposes

through acquisitions of PRC domestic companies and controlled by PRC domestic enterprises or

individuals to obtain the approval of the CSRC prior to the listing and trading of such special

purpose vehicle’s securities on an overseas stock exchange. In September 2006, the CSRC

published on its official website procedures regarding its approval of overseas listings by special

purpose vehicles. The CSRC approval procedures require the filing of a number of documents with

the CSRC. Although the CSRC currently has not issued any definitive rule or interpretation

concerning whether offerings like ours under this document are subject to the M&A Rules, the

interpretation and application of the regulations remain unclear, and this offering may ultimately

require approval from the CSRC. If CSRC approval is required, it is uncertain whether it would be

possible for us to obtain the approval and any failure to obtain or delay in obtaining CSRC

approval for this offering would subject us to sanctions imposed by the CSRC and other PRC

regulatory agencies.

The M&A Rules, and other regulations and rules concerning mergers and acquisitions

established additional procedures and requirements that could make merger and acquisition

activities by foreign investors more time consuming and complex. For example, the M&A Rules

require that MOFCOM be notified in advance of any change-of-control transaction in which a

foreign investor takes control of a PRC domestic enterprise, if (i) any important industry is

concerned, (ii) such transaction involves factors that impact or may impact national economic

security, or (iii) such transaction will lead to a change in control of a domestic enterprise which

holds a famous trademark or PRC time-honored brand. According to our PRC Legal Advisers, as

of the date of this document, we have not received any notifications of any non-compliance of the

M&A Rules.

In addition, according to the Notice on Establishing the Security Review System for Mergers

and Acquisitions of Domestic Enterprises by Foreign Investors issued by the General Office of the

State Council on 3 February 2011 and which took effect 30 days thereafter, the Rules on

Implementation of Security Review System for the Merger and Acquisition of Domestic

Enterprises by Foreign Investors issued by the MOFCOM on 25 August 2011 and which took

effect on 1 September 2011, mergers and acquisitions by foreign investors that raise “national
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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 the MOFCOM, and the regulations prohibit any activities attempting to

bypass such security review, including by structuring the transaction through a proxy or

contractual control arrangement.

On 6 July 2021, the State Council and General Office of the CPC Central Committee issued

Opinions on Strictly Cracking Down Illegal Securities Activities in Accordance with the Law. On

24 December 2021, the CSRC released the Draft Rules Regarding Overseas Listing, which had a

comment period that expired on 23 January 2022. The Draft Rules Regarding Overseas Listing lay

out the filing regulation arrangement for both direct and indirect overseas listing, and clarify the

determination criteria for indirect overseas listing in overseas markets.

The Draft Rules Regarding Overseas Listing stipulate that the Chinese-based companies, or

the issuer, shall fulfill the filing procedures within three business days after the issuer makes an

application for initial public offering and listing in an overseas market. The required filing

materials for an initial public offering and listing shall include but are not limited to, record-filing

report and related undertakings; regulatory opinions, record-filing, approval and other documents

issued by competent regulatory authorities of relevant industries (if applicable); and security

assessment opinion issued by relevant regulatory authorities (if applicable); PRC legal opinion;

and the document. In addition, an overseas offering and listing is prohibited under any of the

following circumstances: (1) if the intended securities offering and listing is specifically prohibited

by national laws and regulations and relevant provisions; (2) if the intended securities offering and

listing may constitute a threat to or endangers national security as reviewed and determined by

competent authorities under the State Council in accordance with law; (3) if there are material

ownership disputes over the equity, major assets, and core technology, etc. of the issuer; (4) if, in

the past three years, the domestic enterprise or its controlling shareholders or actual controllers

have committed corruption, bribery, embezzlement, misappropriation of property, or other criminal

offenses disruptive to the order of the socialist market economy, or are currently under judicial

investigation for suspicion of criminal offenses, or are under investigation for suspicion of major

violations; (5) if, in past three years, directors, supervisors, or senior executives have been subject

to administrative punishments for severe violations, or are currently under judicial investigation

for suspected criminal offenses, or are under investigation for suspected major violations; or (6)

other circumstances as prescribed by the State Council. The Draft Administration Provisions

defines the legal liabilities of breaches such as failure in fulfilling filing obligations or fraudulent

filing conducts, imposing a fine between RMB1 million and RMB10 million, and in cases of

severe violations, a parallel order to suspend relevant business or halt operation for rectification,

revoke relevant business permits or operational license.
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As advised by our PRC Legal Advisers, as of the date of this document, we and our operating

entities have not received any investigation, notice, warning, or sanction from the CSRC or other

applicable government authorities related to this [REDACTED]. In addition, we and our operating

entities have not been involved in any review, investigation, enquiry, penalty, or other legal

proceedings initiated by the CSRC or other applicable governmental or regulatory authorities or

third parties in relation to this [REDACTED].
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