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REGULATIONS

This section sets out summaries of certain aspects of PRC laws and regulations, which are
relevant to our business operations.

REGULATIONS AND POLICIES ON COMPUTER SOFTWARE

In accordance with the Regulations on the Protection of Computer Software (計算機軟件保護條
例) promulgated by the State Council on June 4, 1991 and last amended on March 2013, Chinese
citizens, legal persons or other entities own the copyright in software developed by them, including the
right of publication, right of authorship, right of modification, right of reproduction, distribution right,
rental right, right of communication through network, translation right and other rights that software
copyright owners shall have, regardless of whether such software has been published.

In accordance with the Measures for the Registration of Computer Software Copyright (計算機
軟件著作權登記辦法) promulgated by the National Copyright Administration on April 1992 and last
amended on February 2002, software copyrights, exclusive licensing contracts for software copyrights
and software copyright transfer contracts may be registered, and the National Copyright
Administration shall be the competent authority for the administration of software copyright
registration and designates the Copyright Protection Center of China as a software registration
authority. The Copyright Protection Center of China shall grant a registration certification to a
computer software copyright applicant who complies with regulations.

The Several Policies on Further Encouraging the Development of the Software and the
Integrated Circuit Industries (進一步鼓勵軟件產業和集成電路產業發展的若干政策) which was
promulgated by the State Council on January 28, 2011 and came into effect on the same date specifies
a series of policies on tax preference, promotion of investment, scientific research, talent support,
intellectual properties for the software industry. Furthermore, the Several Policies on Promoting the
High-quality Development of the Integrated Circuit Industries and the Software Industries in the New
Era (新時期促進集成電路產業和軟件產業高質量發展若干政策) which was promulgated by the State
Council on July 27, 2020 and came into effect on the same date sets forth further policies on tax
preference, promotion of investment, research and development, import and export, talent support,
intellectual properties for the software industry.

REGULATIONS ON FOREIGN INVESTMENT IN THE PRC

Foreign Investment Industrial Policy

Investments activities in China by foreign investors are principally governed by the Encouraged
Industries Catalog for Foreign Investment (2022 version) (《鼓勵外商投資產業目錄（2022年版）》)
(the “Catalog”) which was promulgated by the MOFCOM and the NDRC on October 26, 2022 and
became effective on January 1, 2023 and the Special Administrative Measures for Foreign Investment
Access (Negative List 2021) (《外商投資准入特別管理措施（負面清單）（2021年版）》) (the
“Negative List (2021)”), which was promulgated by the MOFCOM and the NDRC on December 27,
2021 and became effective on January 1, 2022. The Catalog and the Negative List (2021) set forth the
industries in which foreign investments are encouraged, restricted and prohibited. Industries that are
not listed in any of these three categories are generally open to foreign investment unless otherwise
specifically restricted by other PRC rules and regulations.

According to the Negative List (2021), the foreign equity interests ownership of entities that
engage in value-added telecommunications business (except for e-commerce, domestic multi-party
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communication, storage and forwarding and call center) must not exceed 50%. In addition, pursuant to
the Negative List (2021), providing software solutions in the field of human resource does not fall
within the “prohibited” or “restricted” category. The Negative List (2021) further provides that
domestic companies engaged in foreign investment prohibited business and intend to offer and list
securities in overseas markets shall obtain approval from relevant government authorities. The PRC
Legal Advisor is of the view that as of the Latest Practicable Date, the business operated by our
Consolidated Affiliated Entity and PRC-incorporated subsidiaries does not fall within any foreign
investment prohibited business listed in the Negative List (2021). Therefore, our PRC Legal Advisor is
of the view that the foregoing provision in the Negative List (2021) shall not apply to us.

PRC Foreign Investment Law and its Implementation Rules

On March 15, 2019, the National People’s Congress promulgated the PRC Foreign Investment
Law (《中華人民共和國外商投資法》), which came into effect on January 1, 2020 and replaced the
previous major laws and regulations governing foreign investment in the PRC, including the Law on
Sino-Foreign Equity Joint Ventures (《中華人民共和國中外合資經營企業法》), the Law on Sino-
Foreign Cooperative Joint Ventures (《中華人民共和國中外合作經營企業法》), and the Law on Wholly
Foreign-Owned Enterprises (《中華人民共和國外資企業法》), together with their implementation rules
and ancillary regulations. According to the PRC Foreign Investment Law, “foreign-invested
enterprises” refers to enterprises that are wholly or partly invested by foreign investors and registered
under the PRC laws within China, and “foreign investment” refers to any foreign investor’s direct or
indirect investment activities in China, including: (i) establishing foreign-invested enterprises in China
either individually or jointly with other investors; (ii) obtaining stock shares, equity shares, shares in
properties or other similar interests of Chinese domestic enterprises; (iii) investing in new projects in
China either individually or jointly with other investors; and (iv) investing through other methods
provided by laws, administrative regulations or provisions prescribed by the State Council.

On December 26, 2019, the State Council issued Regulations on Implementing the Foreign
Investment Law of PRC (《中華人民共和國外商投資法實施條例》) (the “Implementation Rules”)
which came into effect on January 1, 2020, and replaced the Regulations on Implementing the Law on
Sino-Foreign Equity Joint Ventures (《中華人民共和國中外合資經營企業法實施條例》), the
Provisional Regulations on the Duration of Sino-Foreign Equity Joint Ventures (《中外合資經營企業合
營期限暫行規定》), the Detailed Rules for Implementing the Law on Sino-Foreign Cooperative Joint
Ventures (《中華人民共和國中外合作經營企業法實施細則》) and the Detailed Rules for the
Implementing the Law on Wholly Foreign-owned Enterprises (《中華人民共和國外資企業法實施細則
》). According to the Implementation Rules, in the event of any discrepancy between the Foreign
Investment Law, the Implementation Rules and the relevant provisions on foreign investment
promulgated prior to January 1, 2020, the Foreign Investment Law and the Implementation Rules shall
prevail. The Implementation Rules also set forth that, foreign investors that invest in sectors on the
Negative List (2021) in which foreign investment is restricted shall comply with special management
measures with respect to, among others, shareholding and senior management personnel qualification
in the Negative List (2021). Pursuant to the Foreign Investment Law and the Implementation Rules, the
existing foreign-invested enterprises established prior to the effective date of the Foreign Investment
Law are allowed to keep their corporate organization forms for five years from the effectiveness of the
Foreign Investment Law before such existing foreign-invested enterprises change their organization
forms and organization structures in accordance with the Company Law, the Partnership Enterprise
Law of the PRC (《中華人民共和國合夥企業法》) and other applicable laws.
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On December 30, 2019, the MOFCOM and the State Administration for Market Regulation, or
the SAMR, jointly promulgated the Measures on Reporting of Foreign Investment Information (《外商投
資信息報告辦法》), which came into effect on January 1, 2020, and has replaced the Interim Measures
for the Administration of Record-filing of the Establishment and Changes in Foreign-Invested Enterprises
(《外商投資企業設立及變更備案管理暫行辦法》). Foreign investors or foreign-invested enterprises shall
submit investment information to the commerce administrative authorities through the Enterprise
Registration System (企業登記系統) and the National Enterprise Credit Information Publicity System (國
家企業信用信息公示系統).

On December 19, 2020, the NDRC and the MOFCOM jointly promulgated the Measures on the
Security Review of Foreign Investment (《外商投資安全審查辦法》), effective on January 18, 2021,
setting forth provisions concerning the security review mechanism on foreign investment, including the
types of investments subject to review, review scopes and procedures, among others. The Office of the
Working Mechanism of the Security Review of Foreign Investment (外商投資安全審查工作機制辦公
室) (the “Office of the Working Mechanism”) will be established under the NDRC, who will lead the
task together with the MOFCOM. Foreign investor or relevant parties in China must declare the
security review to the Office of the Working Mechanism prior to (i) the investments in the military
industry, military industrial supporting and other fields relating to the security of national defense, and
investments in areas surrounding military facilities and military industry facilities; and (ii) investments
in important agricultural products, important energy and resources, important equipment
manufacturing, important infrastructure, important transport services, important cultural products and
services, important information technology and internet products and services, important financial
services, key technologies and other important fields relating to national security, and obtain control in
the target enterprise. Control exists when the foreign investor (i) holds over 50% equity interests in the
target, (ii) has voting rights that can materially impact on the resolutions of the board of directors or
shareholders meeting of the target even when it holds less than 50% equity interests in the target, or
(iii) has material impact on target’s business decisions, human resources, accounting and technology.

REGULATIONS ON VALUE-ADDED TELECOMMUNICATIONS BUSINESSES

On September 25, 2000, the State Council promulgated the Telecommunications Regulations of
the People’s Republic of China (《中華人民共和國電信條例》), or the Telecom Regulations, which
was amended on July 29, 2014 and February 6, 2016. The Telecom Regulations is the primary PRC
law governing telecommunications services and sets out the general regulatory framework for
telecommunications services provided by PRC companies. The Telecom Regulations distinguishes
between “basic telecommunications services” and “value-added telecommunications services.” The
Telecom Regulations defines value-added telecommunications services as telecommunications and
information services provided through public network infrastructures. Pursuant to the Telecom
Regulations, commercial operators of value-added telecommunications services must first obtain an
operating license from the MIIT, or its provincial level counterparts.

The Catalog of Telecommunications Business (《電信業務分類目錄》), or the Catalog, which
was issued as an attachment to the Telecom Regulations and most recently amended on June 6, 2019,
further categorizes value-added telecommunications services into two classes: Class 1 value-added
telecommunications services and Class 2 value-added telecommunications services. Internet data
center (IDC) services including internet resource collaboration service fall within Class 1 value-added
telecommunications services.

129



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

REGULATIONS

On July 3, 2017, the MIIT issued the Measures on the Administration of Telecommunications
Business Operating Permits (《電信業務經營許可管理辦法》), or the Telecom License Measures,
which became effective on September 1, 2017, to supplement the Telecom Regulations and further
regulate the telecommunications business permits. The Telecom License Measures sets forth the types
of licenses required to operate value-added telecommunications services and the qualifications and
procedures for obtaining such licenses. The Telecom License Measures also provides that an operator
providing value-added services in multiple provinces is required to obtain an inter-regional license,
whereas an operator providing value-added services in one province is required to obtain an intra-
provincial license. Any telecommunication services operator must conduct its business in accordance
with the specifications in its license. We engage in business activities that are value-added
telecommunications services as defined in the Telecom Regulations and the Catalog. To comply with
the relevant laws and regulations, the Onshore Holdco has obtained the value-added
telecommunication business operation license for the offering of internet resource collaboration
service, or the IDC license, for the PaaS services it conducts which will remain effective until
February 15, 2028.

REGULATIONS ON FOREIGN DIRECT INVESTMENT IN VALUE-ADDED
TELECOMMUNICATIONS COMPANIES

According to the Negative List (2021), the foreign equity interests ownership of entities that
engage in value-added telecommunications business (except for e-commerce, domestic multi-party
communication, storage and forwarding and call center) must not exceed 50% and the industry of
value-added telecommunications services we currently operate falls into the restricted category.

Foreign direct investment in telecommunications companies in China is governed by the
Provisions on the Administration of Foreign-Invested Telecommunications Enterprises (《外商投資電
信企業管理規定》), which was promulgated by the State Council on December 11, 2001 and amended
on September 10, 2008, February 6, 2016 and April 7, 2022. According to the Negative List (2021) and
the 2022 FITE Regulations, as for the value-added telecommunications business types which fall
within China’s commitment to the WTO (except for e-commerce, domestic multi-party
communication, storage and forwarding and call center), the foreign equity interest shall not exceed
50%, and foreign investment is generally not permitted in the types of value-added telecommunications
business that do not fall within China’s commitment to the WTO to open up, which include the internet
data center services, internet access services, domestic internet virtual private network services, except
that qualified telecommunication service providers incorporated in Hong Kong or Macau may hold up
to 50% equity interest in such entities according to the Mainland and Hong Kong Closer Economic
Partnership Agreement or the Mainland and Macao Closer Economic Partnership Agreement,
respectively. The 2022 FITE Regulations among others, removed relevant qualification requirements
(i.e., a good track record and experience in operating value-added telecommunications business) for
foreign investors that hold equity interest in PRC companies conducting value-added
telecommunication business as set out in its previous version.

On July 13, 2006, the Ministry of Information Industry, or the MII, which was the predecessor
to the MIIT, released the Notice on Strengthening the Administration of Foreign Investment in the
Operation of Value-added Telecommunications Business (《信息產業部關於加强外商投資經營增值電
信業務管理的通知》), or the MII Notice, pursuant to which, for any foreign investor to invest in
telecommunications businesses in China, a foreign-invested telecommunications enterprise must be
established and such enterprise must apply for the relevant telecommunications business operation
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licenses. Furthermore, under the MII Notice, domestic telecommunications enterprises may not rent,
transfer or sell a telecommunications business operation license to foreign investors in any form, and
they may not provide any resources, premises, facilities and other assistance in any form to foreign
investors for their illegal operation of any telecommunications business in China. In addition, under the
MII Notice, the internet domain names and registered trademarks used by a value-added
telecommunication service operator shall be legally owned by such operator or its shareholders.

In view of these restrictions on foreign direct investment in value-added telecommunications
services under which our business may fall, we have established domestic consolidated affiliated entity
to engage in value-added telecommunications services. Due to the lack of interpretative guidance from
the relevant PRC governmental authorities, there are uncertainties regarding whether PRC
governmental authorities would consider our corporate structure and contractual arrangements to
constitute foreign ownership of a value-added telecommunications business. See “Risk Factors—Risks
Relating to Our Contractual Arrangements—If the PRC government finds that the agreements that
establish the structure for operating our businesses in China do not comply with applicable PRC laws
and regulations, or if these regulations or their interpretations change in the future, we could be subject
to severe consequences, including the nullification of the contractual arrangements and the
relinquishment of our interest in our Consolidated Affiliated Entity.” In order to comply with PRC
regulatory requirements, we operate a PaaS infrastructure which falls into the value-added
telecommunication services as the foreign investment restricted industry through our Consolidated
Affiliated Entity, which we have contractual relationships with but we do not have actual ownership
interests in. If our current ownership structure is found to be in violation of current or future PRC laws,
rules or regulations regarding the legality of foreign investment in value-added telecommunications
services, we could be subject to severe penalties.

REGULATIONS ON INTERNET INFORMATION SECURITY AND PRIVACY
PROTECTION

The Standing Committee of the National People’s Congress, China’s national legislative body,
enacted the Decisions on the Maintenance of Internet Security (《關於維護互聯網安全的决定》) on
December 28, 2000 and amended them on August 27, 2009 that may subject persons to criminal
liabilities in China for any attempt to use the internet to: (i) gain improper entry to a computer or
system of strategic importance; (ii) disseminate politically disruptive information; (iii) leak state
secrets; (iv) spread false commercial information or (v) infringe upon intellectual property rights. In
1997, the Ministry of Public Security issued the Administration Measures on the Security Protection of
Computer Information Network with International Connections(《計算機信息網絡國際聯網安全保護管
理辦法》) which was amended in 2011 and prohibits using the internet to leak state secrets or to spread
socially destabilizing materials.

On July 1, 2015, the Standing Committee of the National People’s Congress issued the
National Security Law (《國家安全法》), which became effective on the same day. The National
Security Law provides that the state shall safeguard the sovereignty, security and cyber security
development interests of the state, and that the state shall establish a national security review and
supervision system to review, among other things, foreign investment, key technologies, internet and
information technology products and services, and other important activities that are likely to impact
the national security of China.

Pursuant to the Ninth Amendment to the Criminal Law of the PRC (《中華人民共和國刑法修正
案(九)》) issued by the Standing Committee of the National People’s Congress on August 29, 2015,
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effective on November 1, 2015, any internet services provider that fails to fulfill the obligations related
to internet content security as required by applicable laws and refuses to take corrective measures, will
be subject to criminal liability for (i) any large-scale dissemination of illegal information; (ii) any
severe effect due to the leakage of users’ personal information; (iii) any serious loss of evidence of
criminal activities; or (iv) other severe situations, and any individual or entity that (i) sells or provides
personal information to others unlawfully or (ii) steals or illegally obtains any personal information
will be subject to criminal liability in severe situations.

The PRC Cybersecurity Law (《中華人民共和國網絡安全法》), which was promulgated on
November 7, 2016 by the Standing Committee of the National People’s Congress, or the SCNPC and
came into effect on June 1, 2017, provides that network operators shall meet their cyber security
obligations and shall take technical measures and other necessary measures to protect the safety and
stability of their networks. Under the PRC Cybersecurity Law, network operators are subject to various
security protection-related obligations, including: (i) network operators shall comply with certain
obligations regarding maintenance of the security of internet systems; (ii) network operators shall
verify users’ identities before signing agreements or providing certain services such as information
publishing or real-time communication services; (iii) when collecting or using personal information,
network operators shall clearly indicate the purposes, methods and scope of the information collection,
the use of information collection, and obtain the consent of those from whom the information is
collected; (iv) network operators shall strictly preserve the privacy of user information they collect, and
establish and maintain systems to protect user privacy; (v) network operators shall strengthen
management of information published by users, and when they discover information prohibited by
laws and regulations from publication or dissemination, they shall immediately stop dissemination of
that information, including taking measures such as deleting the information, preventing the
information from spreading, saving relevant records, and reporting to the relevant governmental
agencies. In addition, the PRC Cyber Security Law requires that critical information infrastructures
operators generally shall store, within the territory of the PRC, the personal information and important
data collected and produced during their operations in the PRC and their purchase of network products
and services that affect or may affect national securities shall be subject to national cybersecurity
review.

On June 10, 2021, the SCNPC promulgated the PRC Data Security Law (《中華人民共和國數據
安全法》), which became effect in September 2021. The PRC Data Security Law provides for data
security and privacy obligations on entities and individuals carrying out data activities and introduces a
data classification and hierarchical protection system based on the importance of data in economic and
social development, as well as the degree of harm it will cause to national security, public interests, or
legitimate rights and interests of individuals or organizations when such data is tampered with,
destroyed, leaked, or illegally acquired or used. The appropriate level of protection measures is
required to be taken for each respective category of data. For example, a processor of important data
shall designate the personnel and the management body responsible for data security, carry out risk
assessments for its data processing activities and file the risk assessment reports with the competent
authorities. In addition, the PRC Data Security Law provides a national security review procedure for
those data activities which affect or may affect national security and imposes export restrictions on
certain data and information.

On December 28, 2021, the Cyberspace Administration of China, or the CAC, the NDRC, the
MIIT, and several other administrations jointly promulgated the Cybersecurity Review Measures (網絡
安全審查辦法), or the Review Measures, which became effective on February 15, 2022. The Review
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Measures has replaced its previous version promulgated on April 13, 2020. According to the Review
Measures, (i) when the purchase of network products and services by a critical information
infrastructures operator or the data processing activities conducted by a network platform operator
affect or may affect national security, a cybersecurity review shall be conducted pursuant to the
Review Measures. The aforesaid operators shall file for a cybersecurity review with Cybersecurity
Review Office under the CAC if their behavior affects or may affect national security; (ii) an
application for cybersecurity review shall be made by an issuer who is a network platform operator
holding personal information of more than one million users before such issuer applies to list its
securities on a foreign stock exchange; and (iii) the relevant PRC governmental authorities may initiate
a cybersecurity review if such governmental authorities determine that the issuer’s network products or
services, or data processing activities affect or may affect national security. Cybersecurity reviews
focus on assessing the following national security risks factors associated with relevant objects or
circumstances: (i) the risk of illegal control, interference or destruction of critical information
infrastructure, arising from the purchase and utilization of network products and services; (ii) the harm
on the business continuity of critical information infrastructure incurring from a disruption of network
products and services supply; (iii) the safety, openness, transparency, diversity of sources of network
products and services; the reliability of suppliers; and the risk of supply disruption due to political,
diplomatic, trade and other reasons; (iv) the level of compliance with the PRC laws, administrative
regulations and ministry rules of the suppliers of network products and services; (v) the risk of core
data, important data or a large amount of personal information being stolen, leaked, destroyed, and
illegally used or illegally exited the country; (vi) the risk of critical information infrastructure, core
data, important data or a large amount of personal information being affected, controlled, or
maliciously used by foreign governments and the network information security risk in relation to
listing abroad; and (vii) other factors that may harm critical information infrastructure, cyber security
and/or data security.

On July 30, 2021, the State Council promulgated the Regulations on Security Protection of
Critical Information Infrastructures (《關鍵信息基礎設施安全保護條例》), which took effect on
September 1, 2021 and provide that “critical information infrastructures” shall mean any important
network facilities or information systems of important industries or fields such as public
communication and information service, energy, communications, water conservation, finance, public
services, e-government affairs and national defense science, and any other important network facilities
or information systems which may endanger national security, people’s livelihood and public interest
in case of damage, function loss or data leakage. In addition, relevant administration departments of
each critical industry and sector, or Protection Departments, shall be responsible to formulate
eligibility criteria and determine the critical information infrastructure operator in the respective
industry or field. The operators shall be informed about the final determination as to whether they are
categorized as critical information infrastructure operators. The regulations further require critical
information infrastructures operators, among others, (i) to report to the competent Protection
Departments in a timely manner when the identification result may be affected due to material changes
in the critical information infrastructures; (ii) to plan, construct or put into use the security protection
measures and the critical information infrastructures simultaneously; and (iii) to report to the
competent Protection Departments in a timely manner in the event of merger division or dissolution,
and deal with critical information infrastructures as required by the competent Protection Departments.
Operators in violation of the regulations may be ordered to rectify, subject to warnings, fines and other
administrative penalties or even criminal liabilities, and the directly responsible personnel in charge
may also be imposed on fines or other liabilities.
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Pursuant to the Decision on Strengthening the Protection of Online Information (《關於加强網
絡信息保護的決定》), which was issued by the SCNPC and took effect in December 2012, and the
Order for the Protection of Telecommunication and Internet User Personal Information (《電信和互聯
網用戶個人信息保護規定》), which was issued by the MIIT in 2013, any collection and use of a user’s
personal information must be subject to the consent of the user, be legal, rational and necessary and be
limited to specified purposes, methods and scopes. An internet content service provider must also keep
such information strictly confidential, and is further prohibited from divulging, tampering or destroying
any such information, or selling or providing such information to other parties. A telecommunication
services provider is required to take technical and other measures to prevent the collected personal
information from any unauthorized disclosure, damage or loss. Any violation of these laws and
regulations may subject the internet content service provider to warnings, fines, confiscation of illegal
gains, revocation of licenses, cancelation of filings, closedown of websites or even criminal liabilities.

Interpretations of the Supreme People’s Court and the Supreme People’s Procuratorate on
Several Issues Concerning the Application of Law in the Handling of Criminal Cases Involving
Infringement of Personal Information (《最高人民法院、最高人民檢察院關於辦理侵犯公民個人信息刑
事案件適用法 律若干問題的解釋》), issued on May 8, 2017 and effective on June 1, 2017, specified
certain standards for the conviction and sentencing of the criminals in relation to personal information
infringement. On May 28, 2020, the National People’s Congress adopted the Civil Code (《中華人民共
和國民法典》), which came into effect on January 1, 2021. Pursuant to the Civil Code, the personal
information of a natural person shall be protected by the law. Any organization or individual shall
legally obtain such personal information of others when necessary and ensure the safety of such
information, and shall not illegally collect, use, process or transmit personal information of others, or
illegally purchase or sell, provide or make public personal information of others.

The Provisions on Technological Measures for Internet Security Protection (《互聯網安全保護
技術措施規定》), published by the Ministry of Public Security on December 13, 2005 and became
effective on March 1, 2006, requires internet service providers to keep records of certain information
about their users (including user registration information, log-in and log-out times, IP addresses,
content and time of posts by users) for at least 60 days. Under the PRC Cybersecurity Law, network
operators must also report any instances of public dissemination of prohibited content. If a network
operator fails to comply with such requirements, the PRC government may revoke its license and shut
down its websites.

On August 20, 2021, the SCNPC promulgated the PRC Personal Information Protection Law,
which took effect from November 1, 2021. Pursuant to the PRC Personal Information Protection Law,
personal information refers to the information related to an identified or identifiable individual
recorded electronically or by other means, excluding the anonymized information, and processing of
personal information includes among others, the collection, storage, use, handling, transmission,
provision, disclosure, deletion of personal information. The PRC Personal Information Protection Law
explicitly sets forth the circumstances where it is allowed to process personal information, including
(i) the consent from the individual has been obtained; (ii) it is necessary for the conclusion and
performance of a contract under which an individual is a party, or it is necessary for human resource
management in accordance with the labor related rules and regulations and the collective contracts
formulated or concluded in accordance with laws; (iii) it is necessary to perform statutory duties or
statutory obligations; (iv) it is necessary to respond to public health emergencies, or to protect the life,
health and property safety of individuals in emergencies; (v) carrying out news reports, public opinion
supervision and other acts for the public interest, and processing personal information within a
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reasonable scope; (vi) processing personal information disclosed by individuals or other legally
disclosed personal information within a reasonable scope in accordance with this law; or (vii) other
circumstances stipulated by laws and administrative regulations. In addition, this law emphasizes that
individuals have the right to withdraw their consent to process their personal information, and the
processors must not refuse to provide products or services on the grounds that the individuals do not
agree to the processing of their personal information or withdraw their consent, unless processing of
personal information is necessary for the provision of products or services. Before processing the
personal information, the processors should truthfully, accurately and completely inform individuals of
the following matters in a conspicuous manner and in clear and easy-to-understand language: (i) the
name and contact information of the personal information processor; (ii) the purpose of processing
personal information, processing method, type of personal information processed, and the retention
period; (iii) methods and procedures for individuals to exercise their rights under this law; (iv) other
matters that should be notified according to laws and administrative regulations. Furthermore, the law
provides that personal information processors who use personal information to make automated
decisions should ensure the transparency of decision-making and the fairness and impartiality of the
results, and must not impose unreasonable differential treatment on individuals in terms of transaction
prices and other transaction conditions.

In addition to the aforementioned general rules, the PRC Personal Information Protection Law
also introduces the rules for processing sensitive personal information, which refers to the personal
information that, once leaked or illegally used, can easily lead to the infringement of the personal
dignity of natural persons or harm personal and property safety, including biometrics, religious beliefs,
specific identities, medical health, financial accounts, whereabouts and other information, as well as
personal information of minors under the age of fourteen. Personal information processors can process
sensitive personal information only if they have a specific purpose and sufficient necessity, and take
strict protective measures. In addition, the law provides rules for cross-border provision of personal
information. In particular, it is provided that the operators of critical information infrastructures and the
personal information processors that process personal information up to the number prescribed by the
national cyberspace administration shall store personal information collected and generated within the
PRC. If it is really necessary to provide such personal information overseas, they shall pass the security
assessment organized by the national cyberspace administration, except as otherwise stipulated by
laws, administrative regulations and the national cyberspace administration. Any processor in violation
of this law may be subject to administrative penalties including rectifications, warnings, fines,
confiscation of illegal gains, suspension of the apps illegally processing personal information or
suspension of the relevant business, revocation of business operation permits or business licenses, civil
liabilities or even criminal liabilities. The directly responsible personnel in charge and other directly
responsible personnel may be imposed with fines and prohibited from serving as directors, supervisors,
senior management personnel and personal information protection officers of related companies within
a certain period of time.

Furthermore, on July 7, 2022, the CAC promulgated the Measures on Security Assessment of
Cross-border Data Transfer which became effective on September 1, 2022. Such data export measures
requires that any data processor which processes or exports personal information exceeding certain
volume threshold under such measures shall apply for security assessment by the CAC before
transferring any personal information abroad, including the following circumstances: (i) important data
will be provided overseas by any data processor; (ii) personal information will be provided overseas by
any operator of critical information infrastructure or any data processor who processes the personal
information of more than 1,000,000 individuals; (iii) personal information will be provided overseas by
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any data processor who has provided the personal information of more than 100,000 individuals in
aggregate or has provided the sensitive personal information of more than 10,000 individuals in
aggregate since January 1 of last year; and (iv) other circumstances where the security assessment is
required as prescribed by the CAC. The security assessment requirement also applies to any transfer of
important data outside of China.

On November 14, 2021, the CAC publicly solicited opinion on the Regulations on the
Administration of Cyber Data Security (Draft for Comments)(《網絡數據安全管理條例(徵求意見稿)》)
or the Draft Data Security Regulations, which provides that data processors conducting the following
activities shall apply for cybersecurity review: (i) the merger, reorganization or separation of internet
platform operators that have acquired a large number of data resources related to national security,
economic development or public interests, which affects or may affect national security; (ii) data
processors that handle the personal information of more than one million people intends to be listed
abroad; (iii) the data processor intends to be listed in Hong Kong, which affects or may affect national
security; (iv) other data processing activities that affect or may affect national security. The Draft Data
Security Regulations also provide that the operators of large Internat platforms that set up
headquarters, operation centers or R&D centers overseas shall report to the national cyberspace
administration and other competent authorities.

Our Directors and our PRC Legal Advisor are of the view that we are able to comply with the
Review Measures and the Draft Data Security Regulations (if implemented in its current forms) in all
material aspects, on the basis that (i) we have implemented comprehensive measures to ensure privacy
protection and data security and to comply with applicable cybersecurity and data privacy laws and
regulations as disclosed in “Business—Data Privacy and Security,” (ii) as of the Latest Practicable
Date, we had not been subject to any material investigation, inquiry, notice, warning, or sanction in
relation to cybersecurity or data privacy or any cybersecurity review from the CAC, the CSRC, or any
other relevant governmental authority, (iii) during the Track Record Period and up to the Latest
Practicable Date, we had not been subject to any material fines or other material penalties due to non-
compliance with cybersecurity or data privacy laws or regulations, (iv) we have notified with relevant
CAC branch regarding our proposed [REDACTED] on the Stock Exchange, and (v) we have been
closely monitoring and assessing applicable regulatory developments regarding cybersecurity and data
privacy laws, and enhancing our data processing practices in a timely manner to ensure compliance
once new regulations came into effect.

While we take measures to comply with all applicable data privacy and protection laws and
regulations, we cannot guarantee the effectiveness of the measures undertaken by us and business
partners. As certain laws and regulations, including the PRC Data Security Law and the PRC Personal
Information Protection Law, were recently promulgated, we may be required to make further
adjustments to our business practices to comply with these laws and regulations. See “Risk Factors—
Risks Relating to Our Business and Industry—Complying with evolving laws and regulations
regarding cybersecurity, information security, privacy and data protection and other related laws and
requirements may be expensive and force us to make adverse changes to our business. Many of these
laws and regulations are subject to changes and uncertain interpretations, and any failure or perceived
failure to comply with these laws and regulations could result in negative publicity, legal proceedings,
suspension or disruption of operations, increased cost of operations, or otherwise harm our business.”
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REGULATIONS ON INTELLECTUAL PROPERTY RIGHTS

Copyright

The Copyright Law of the PRC (《中華人民共和國著作權法》), or the Copyright Law, which
took effect on June 1, 1991 and was latest amended on November 11, 2020 and effective on June 1,
2021, provides that Chinese citizens, legal persons, or other organizations shall, whether published or
not, own copyright in their copyrightable works, which include, among others, works of literature, art,
natural science, social science, engineering technology and computer software. Copyright owners
enjoy certain legal rights, including right of publication, right of authorship and right of reproduction.
The Copyright Law as revised in 2001 extends copyright protection to internet activities and products
disseminated over the internet. In addition, Copyright Law provides for a voluntary registration system
administered by the China Copyright Protection Center, or the CPCC. According to the Copyright
Law, an infringer of the copyrights shall be subject to various civil liabilities, which include ceasing
infringement activities, apologizing to the copyright owners and compensating the loss of copyright
owner. Infringers of copyright may also subject to fines and/or administrative or criminal liabilities in
severe situations.

The Computer Software Copyright Registration Measures (《計算機軟件著作權登記辦法》), or
the Software Copyright Measures, promulgated by the National Copyright Administration on April 6,
1992 and amended on May 26, 2000 and February 20, 2002, regulates registrations of software
copyright, exclusive licensing contracts for software copyright and assignment agreements. The
National Copyright Administration, or the NCA administers software copyright registration and the
CPCC, is designated as the software registration authority. The CPCC shall grant registration
certificates to the Computer Software Copyrights applicants which meet the requirements of both the
Software Copyright Measures and the Computer Software Protection Regulations (Revised in 2013)
(《計算機軟件保護條例(2013修訂)》).

Patent

According to the Patent Law of the PRC (Revised in 2020) (《中華人民共和國專利法(2020修
訂)》), the State Intellectual Property Office is responsible for administering patent law in the PRC.
The patent administration departments of provincial, autonomous region or municipal governments are
responsible for administering patent law within their respective jurisdictions. The Chinese patent
system adopts a first-to-file principle, which means that when more than one person file different
patent applications for the same invention, only the person who files the application first is entitled to
obtain a patent of the invention. To be patentable, an invention or a utility model must meet three
criteria: novelty, inventiveness and practicability. A patent is valid for twenty years in the case of an
invention and ten years in the case of utility models and designs. The Patent Law of the PRC was
recently amended on October 17, 2020 and the revised version came into effect on June 1, 2021.

Trademark

Trademarks are protected by the Trademark Law of the PRC (Revised in 2019) (《中華人民共
和國商標法（2019年修訂）》) which was adopted in 1982 and subsequently amended in 1993, 2001,
2013 and 2019 respectively as well as by the Implementation Regulations of the PRC Trademark Law
(《中華人民共和國商標法實施條例》) adopted by the State Council in 2002 and as most recently
amended on April 29, 2014. The Trademark Office of the SAMR handles trademark registrations. The
Trademark Office grants a ten-year term to registered trademarks and the term may be renewed for
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another ten-year period upon request by the trademark owner. A trademark registrant may license its
registered trademarks to another party by entering into trademark license agreements, which must be
filed with the Trademark Office for its record. As with patents, the Trademark Law has adopted a
first-to-file principle with respect to trademark registration. If a trademark applied for is identical or
similar to another trademark which has already been registered or subject to a preliminary examination
and approval for use on the same or similar kinds of products or services, such trademark application
may be rejected. Any person applying for the registration of a trademark may not injure existing
trademark rights first obtained by others, nor may any person register in advance a trademark that has
already been used by another party and has already gained a “sufficient degree of reputation” through
such party’s use.

Domain Name

The MIIT promulgated the Measures on Administration of Internet Domain Names (《互聯網域
名管理辦法》), or the Domain Name Measures, on August 24, 2017, which took effect on November 1,
2017 and replaced the Administrative Measures on China Internet Domain Names (《中國互聯網絡域
名管理辦法》) promulgated by MII on November 5, 2004. According to the Domain Name Measures,
the MIIT is in charge of the administration of PRC internet domain names. The domain name
registration follows a first-to-file principle. Applicants for registration of domain names shall provide
the true, accurate and complete information of their identities to domain name registration service
institutions. The applicants will become the holder of such domain names upon the completion of the
registration procedure.

REGULATIONS ON FOREIGN EXCHANGE

General Administration of Foreign Exchange

Under the PRC Foreign Exchange Administration Rules (《中華人民共和國外匯管理條例》)
promulgated on January 29, 1996 and most recently amended on August 5, 2008 and various
regulations issued by SAFE, and other relevant PRC government authorities, Renminbi is convertible
into other currencies for current account items, such as trade-related receipts and payments and
payment of interest and dividends. The conversion of Renminbi into other currencies and remittance of
the converted foreign currency outside the PRC for capital account items, such as direct equity
investments, loans, and repatriation of investment, requires the prior approval from SAFE or its local
office.

Pursuant to the Circular of SAFE on Further Improving and Adjusting Foreign Exchange
Administration Policies for Direct Investment (《國家外匯管理局關於進一步改進和調整直接投資外匯管
理政策的通知》), or the SAFE Circular 59, which was promulgated by SAFE on November 19, 2012,
became effective on December 17, 2012, and was further amended on May 4, 2015, October 10, 2018,
and December 30, 2019, approval of SAFE is not required for opening a foreign exchange account and
depositing foreign exchange into the accounts relating to the direct investments. The SAFE Circular 59
also simplifies foreign exchange-related registration required for foreign investors to acquire equity
interests of PRC companies and further improve the administration on foreign exchange settlement for
FIEs.

The Circular on Further Simplifying and Improving the Foreign Currency Management Policy
on Direct Investment (《國家外匯管理局關於進一步簡化和改進直接投資外匯管理政策的通知》), or the
SAFE Circular 13, which became effective on June 1, 2015 and was amended on December 30, 2019,

138



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

REGULATIONS

cancels the administrative approvals of foreign exchange registration of direct domestic investment and
direct overseas investment and simplifies the procedure of foreign exchange-related registration.
Pursuant to SAFE Circular 13, investors should register with banks for direct domestic investment and
direct overseas investment.

The SAFE Circular 19, promulgated on March 30, 2015, came into effective on June 1, 2015,
and last amended on December 30, 2019, provides that a foreign-invested enterprise may, according to
its actual business needs, settle with a bank the portion of the foreign exchange capital in its capital
account for which the relevant foreign exchange administration has confirmed monetary capital
contribution rights and interests (or for which the bank has registered the injection of the monetary
capital contribution into the account). Pursuant to the SAFE Circular 19, for the time being, foreign-
invested enterprises are allowed to settle 100% of their foreign exchange capitals on a discretionary
basis; a foreign-invested enterprise shall truthfully use its capital for its own operational purposes
within the scope of business; where an ordinary foreign-invested enterprise makes domestic equity
investment with the amount of foreign exchanges settled, the invested enterprise shall first go through
domestic re-investment registration and open a corresponding account for foreign exchange settlement
pending payment with the foreign exchange administration or the bank at the place where it is
registered.

The SAFE Circular 16, promulgated by the SAFE and became effective on June 9, 2016,
provides that enterprises registered in the PRC may also convert their foreign debts from foreign
currency into Renminbi on self-discretionary basis. The SAFE Circular 16 also provides an integrated
standard for conversion of foreign exchange under capital account items (including but not limited to
foreign currency capital and foreign debts) on self-discretionary basis, which applies to all enterprises
registered in the PRC.

In January, 2017, SAFE promulgated the Circular on Further Improving Reform of Foreign
Exchange Administration and Optimizing Genuineness and Compliance Verification (《國家外匯管
理局關於進一步推進外匯管理改革完善真實合規性審核的通知》), which stipulates several capital
control measures with respect to the outbound remittance of profit from domestic entities to offshore
entities, including: (i) banks must check board resolutions regarding profit distribution, the original
version of tax filing records, and audited financial statements pursuant to the principle of genuine
transactions; and (ii) domestic entities should hold income to account for previous years’ losses before
remitting the profits. Moreover, pursuant to this circular, domestic entities should 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.

On October 23, 2019, the SAFE released the SAFE Circular 28, which permits non-investment
foreign invested enterprises to use their capital funds to make equity investments in the PRC, with
genuine investment projects and in compliance with effective foreign investment restrictions and other
applicable laws. However, as the SAFE Circular 28 was newly issued, there are still substantial
uncertainties as to its interpretation and implementations in practice.

Based on SAFE Circular 13 and other laws and regulations relating to foreign exchange, when
setting up a new foreign-invested enterprise, the foreign invested enterprise shall register with the bank
located at its registered place after obtaining the business license, and if there is any change in capital
or other changes relating to the basic information of the foreign-invested enterprise, including without
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limitation any increase in its registered capital or total investment, the foreign invested enterprise shall
register such changes with the bank located at its registered place after obtaining the approval from or
completing the filing with competent authorities.

Based on the forgoing, if we intend to provide funding to our wholly foreign owned
subsidiaries through capital injection at or after their establishment, we shall register the establishment
of and any follow-on capital increase in our wholly foreign owned subsidiaries with the SAMR or its
local counterparts, file such and register such with the local banks for the foreign exchange related
matters.

Loans by the Foreign Companies to their PRC Subsidiaries

A loan made by foreign investors as shareholders in a foreign invested enterprise is considered
to be foreign debt in China and is regulated by various laws and regulations, including the PRC
Foreign Exchange Administration Rules (《中華人民共和國外匯管理條例》), the Interim Provisions on
the Management of Foreign Debts (《外債管理暫行辦法》), the Statistical Monitoring of Foreign Debts
Tentative Provisions (《外債統計監測暫行規定》), the Detailed Rules for the Implementation on
Statistical Monitoring of Foreign Debt (《外債統計監測實施細則》), and the Administrative Measures
for Registration of Foreign Debts (《外債登記管理辦法》). Under these rules and regulations, a
shareholder loan in the form of foreign debt made to a PRC entity does not require the prior approval
of SAFE. However, such foreign debt must be registered with and recorded by SAFE or its local
branches within 15 business days after entering into the foreign debt contract. Pursuant to these rules
and regulations, the balance of the foreign debts of a foreign invested enterprise shall not exceed the
difference between the total investment and the registered capital of the foreign invested enterprise, or
Total Investment and Registered Capital Balance.

Pursuant to the Interim Provisions of the State Administration for Industry and Commerce on
the Ratio of the Registered Capital to the Total Investment of a Sino-Foreign Equity Joint Venture
Enterprise, or the Provisions on Ratio of the Registered Capital to the Total Investment, promulgated
by SAIC on February 17, 1987 and effective on the same date, with respect to a Sino-foreign equity
join venture, the registered capital shall be (i) no less than 7/10 of its total investment, if the total
investment is US$3 million or under US$3 million; (ii) no less than 1/2 of its total investment, if the
total investment is ranging from US$3 million to US$10 million (including US$10 million), provided
that the registered capital shall not be less than US$2.1 million if the total investment is less than
US$4.2 million; (iii) no less than 2/5 of its total investment, if the total investment is ranging from
US$10 million to US$30 million (including US$30 million), provided that the registered capital shall
not be less than US$5 million if the total investment is less than US$12.5 million; and (iv) no less than
1/3 of its total investment, if the total investment exceeds US$30 million, provided that the registered
capital shall not be less than US$12 million if the total investment is less than US$36 million.

On January 11, 2017, the People’s Bank of China, or the PBOC, promulgated the Notice of the
People’s Bank of China on Matters concerning the Macro-Prudential Management of Full-Covered
Cross-Border Financing, or the PBOC Notice No. 9. Pursuant to the PBOC Notice No. 9, within a
transition period of one year from January 11, 2017, the foreign invested enterprises may adopt the
currently valid foreign debt management mechanism, or Current Foreign Debt Mechanism, or the
mechanism as provided in the PBOC Notice No. 9, or Notice No. 9 Foreign Debt Mechanism, at their
own discretion. The PBOC Notice No. 9 provides that, enterprises may conduct independent cross-
border financing in RMB or foreign currencies as required. Pursuant to the PBOC Notice No. 9, the
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outstanding cross-border financing of an enterprise (the outstanding balance drawn, here and below)
shall be calculated using a risk-weighted approach, or Risk-Weighted Approach, and shall not exceed
the specified upper limit, namely: risk-weighted outstanding cross-border financing ≤ the upper limit of
risk-weighted outstanding cross-border financing. Risk-weighted outstanding cross-border financing =
∑ outstanding amount of RMB and foreign currency denominated cross-border financing * maturity
risk conversion factor * type risk conversion factor + ∑ outstanding foreign currency denominated
cross-border financing * exchange rate risk conversion factor. Maturity risk conversion factor shall be
1 for medium- and long-term cross-border financing with a term of more than one year and 1.5 for
short-term cross-border financing with a term of less than one year. Type risk conversion factor shall
be 1 for on-balance-sheet financing and 1 for off-balance -sheet financing (contingent liabilities) for
the time being. Exchange rate risk conversion factor shall be 0.5. The PBOC Notice No. 9 further
provides that the upper limit of risk-weighted outstanding cross-border financing for enterprises shall
be 200% of its net assets, or Net Asset Limits. Enterprises shall file with SAFE in its capital item
information system after entering into the relevant cross-border financing contracts and prior to three
business day before drawing any money from the foreign debts.

Based on the foregoing, if we provide funding to our wholly foreign owned subsidiaries
through shareholder loans, the balance of such loans shall not exceed the Total Investment and
Registered Capital Balance and we will need to register such loans with SAFE or its local branches in
the event that the Current Foreign Debt Mechanism applies, or the balance of such loans shall be
subject to the Risk-Weighted Approach and the Net Asset Limits and we will need to file the loans
with SAFE in its information system in the event that the Notice No. 9 Mechanism applies. According
to the PBOC Notice No. 9, after a transition period of one year from January 11, 2017, the PBOC and
SAFE will determine the cross-border financing administration mechanism for the foreign-invested
enterprises after evaluating the overall implementation of the PBOC Notice No. 9. As of the date of
this document, neither PBOC nor SAFE has promulgated and made public any further rules,
regulations, notices or circulars in this regard. It is uncertain which mechanism will be adopted by
PBOC and SAFE in the future and what statutory limits will be imposed on us when providing loans to
our PRC subsidiaries.

Offshore Investment

Under the SAFE Circular 37, effective on July 4, 2014, PRC residents are required to register
with the local SAFE branch prior to the establishment or control of an offshore special purpose vehicle,
or SPV, which is defined as an offshore enterprise directly established or indirectly controlled by PRC
residents for offshore equity financing of the enterprise assets or interests they hold in China. An
amendment to registration or subsequent filing with the local SAFE branch by such PRC resident is
also required if there is any change in basic information of the offshore company or any material
change with respect to the capital of the offshore company. At the same time, the SAFE has issued the
Operation Guidance for the Issues Concerning Foreign Exchange Administration over Round-trip
Investment regarding the procedures for SAFE registration under the SAFE Circular 37, which became
effective on July 4, 2014 as an attachment of Circular 37.

Under the relevant rules, failure to comply with the registration procedures set forth in the
SAFE Circular No. 37 may result in restrictions on the foreign exchange activities of the relevant
onshore company, including the payment of dividends and other distributions to its offshore parent or
affiliates, and may also subject relevant PRC residents to penalties under PRC foreign exchange
administration regulations.
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On February 13, 2015, the SAFE promulgated the Circular on Further Simplifying and
Improving the Foreign Currency Management Policy on Direct Investment (國家外匯管理局關於進一步
簡化和改進直接投資外匯管理政策的通知), effective from June 1, 2015, which further amends SAFE
Circular 37 by requiring domestic residents to register with qualified banks rather than the SAFE or its
local branches in connection with their establishment or control of an offshore entity established for the
purpose of overseas investment or financing.

REGULATIONS ON DIVEDEND DISTRIBUTION

The principal laws and regulations regulating the dividend distribution of dividends by foreign-
invested enterprises in the PRC include the Company Law of the PRC (《中華人民共和國公司法》), as
amended in 2004, 2005, 2013 and 2018, the Foreign Investment Law and the Implementation Rules.
Under the current regulatory regime in the PRC, foreign-invested enterprises in the PRC may pay
dividends only out of their retained earnings, if any, determined in accordance with PRC accounting
standards and regulations. A PRC company is required to set aside as statutory reserve funds at least
10% of its after-tax profit, until the cumulative amount of such reserve funds reaches 50% of its
registered capital unless laws regarding foreign investment provide otherwise. A PRC company shall
not 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 ON EMPLOYMENT AND SOCIAL WELFARE

Labor Contract Law

The Labor Contract Law of the PRC (《中華人民共和國勞動合同法》), or the Labor Contract
Law, which took effect on January 1, 2008 and was amended on December 28, 2012, is primarily
aimed at regulating rights and obligations of employer and employee relationships, including the
establishment, performance and termination of labor contracts. Pursuant to the Labor Contract Law,
labor contracts shall be concluded in writing if labor relationships are to be or have been established
between employers and the employees. Employers are prohibited from forcing employees to work
above certain time limit and employers shall pay employees for overtime work in accordance to
national regulations. In addition, employee wages shall be no lower than local standards on minimum
wages and shall be paid to employees timely.

Social Insurance and Housing Provident Fund

As required under the Regulation of Insurance for Labor Injury (《工傷保險條例》)
implemented on January 1, 2004 and amended in 2010, the Provisional Measures for Maternity
Insurance of Employees of Corporations (《企業職工生育保險試行辦法》) implemented on January 1,
1995, the Decisions on the Establishment of a Unified Program for Old-Aged Pension Insurance of the
State Council (《國務院關於建立統一的企業職工基本養老保險制度的决定》) issued on July 16, 1997,
the Decisions on the Establishment of the Medical Insurance Program for Urban Workers of the State
Council (《國務院關於建立城鎮職工基本醫療保險制度的决定》) promulgated on December 14, 1998,
the Unemployment Insurance Measures (《失業保險條例》) promulgated on January 22, 1999 and the
PRC Social Insurance Law (《中華人民共和國社會保險法》) implemented on July 1, 2011 and
amended in 2018, employers are required to provide their employees in the PRC with welfare benefits
covering basic pension insurance, unemployment insurance, maternity insurance, labor injury
insurance and basic medical insurance.
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In accordance with the Regulations on the Administration of Housing Provident Fund (《住房
公積金管理條例》) which was promulgated by the State Council in 1999 and amended in 2002 and
2019, employers must register at the designated administrative centers and open bank accounts for
depositing employees’ housing provident funds. Employer and employee are also required to pay and
deposit housing provident funds, with an amount no less than 5% of the monthly average salary of the
employee in the preceding year in full and on time. See “Risk Factors—Risks Relating to Our Business
and Industry—We may be subject to additional contributions of social insurance and housing provident
fund and late payments and fines imposed by relevant governmental authorities.”

Employee Stock Incentive Plan

Pursuant to the Notice on Issues Concerning the Foreign Exchange Administration for
Domestic Individuals Participating in Stock Incentive Plan of Overseas Listed Company (《國家外匯管
理局關於境內個人參與境外上市公司股權激勵計劃外匯管理有關問題的通知》), or SAFE Circular 7,
which was issued by the SAFE on February 15, 2012, employees, directors, supervisors, and other
senior management who participate in any stock incentive plan of an publicly-listed overseas company
and who are PRC citizens or non-PRC citizens residing in China for a continuous period of no less
than one year, subject to a few exceptions, are required to register with SAFE through a qualified
domestic agent, which may be a PRC subsidiary of such overseas listed company, and complete certain
other procedures.

In addition, the State Administration of Taxation, or the SAT, has issued certain circulars
concerning employee stock options and restricted shares. Under these circulars, employees working in
the PRC who exercise stock options or are granted restricted shares will be subject to PRC individual
income tax. The PRC subsidiaries of an overseas listed company are required to file documents related
to employee stock options and restricted shares with relevant tax authorities and to withhold individual
income taxes of employees who exercise their stock option or purchase restricted shares. If the
employees fail to pay or the PRC subsidiaries fail to withhold income tax in accordance with relevant
laws and regulations, the PRC subsidiaries may face sanctions imposed by the tax authorities or other
PRC governmental authorities.

REGULATIONS ON TAX

Enterprise Income Tax

On March 16, 2007, the SCNPC promulgated the Law on Enterprise Income Tax of the PRC
(《中華人民共和國企業所得稅法》), or the EIT Law, which was amended on February 24, 2017 and
December 29, 2018. On December 6, 2007, the State Council enacted the Regulations for the
Implementation of the Law on Enterprise Income Tax (《中華人民共和國企業所得稅法實施條例》),
which came into effect on January 1, 2008 and was amended on April 23, 2019. Under the EIT Law
and its implementing regulations, both resident enterprises and non-resident enterprises are subject to
tax in the PRC. Resident enterprises are defined as enterprises that are established in China in
accordance with PRC laws, or that are established in accordance with the laws of foreign countries but
are actually or in effect controlled from within the PRC. Non-resident enterprises are defined as
enterprises that are organized under the laws of foreign countries and whose actual management is
conducted outside the PRC, but who have established institutions or premises in the PRC or income
generated from inside the PRC. Under the EIT Law and relevant implementing regulations, a uniform
corporate income tax rate of 25% is applied. However, if non-resident enterprises have not formed
permanent establishments or premises in the PRC, or if their permanent establishment or premises in
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the PRC have no actual relationship to the relevant income derived in the PRC, enterprise income tax
is set at the rate of 10% with respect to their income sourced from inside the PRC.

Pursuant to the EIT Law, Enterprises qualified as “High and New Technology Enterprises” are
entitled to a 15% enterprise income tax rate rather than the 25% uniform statutory tax rate. The
preferential tax treatment continues as long as an enterprise can retain its “High and New Technology
Enterprise” status. According to the Announcement of on Issuing the Revised Measures for Handling
Enterprise Income Tax Preferences (revised in 2018) (企業所得稅優惠政策事項辦理辦法（2018修訂）),
which was promulgated by the SAT and came into effect on April 25, 2018, enterprises enjoying
enterprise income tax preferences shall adopt the handling methods of “making independent judgment,
declaring for enjoyment and retaining the relevant materials for future reference”. An enterprise shall,
according to its operating condition and related tax provisions, independently determine whether it
satisfies the conditions required for enterprise income tax preferences. Those who meet the conditions
may independently calculate the tax deductions or exemptions according to the time listed in the
Catalog for the Administration of Enterprise Income Tax Preferences (Revision 2017) (企業所得稅優
惠事項管理目錄（2017年版）), and enjoy tax incentives by filing enterprise income tax returns.
Meanwhile, they shall, in accordance with the relevant provisions, collect and retain the relevant
materials for future reference.

Value-Added Tax

The Provisional Regulations of the PRC on Value-added Tax (《中華人民共和國增值稅暫行條
例》) were promulgated by the State Council on December 13, 1993 and came into effect on January 1,
1994 which were subsequently amended on November 10, 2008 and came into effect on January 1,
2009 and amended on February 6, 2016 and November 19, 2017. The Detailed Rules for the
Implementation of the Provisional Regulations of the PRC on Value-added Tax (Revised in 2011) (《
中華人民共和國增值稅暫行條例實施細則》(2011修訂)) was promulgated by the Ministry of Finance on
December 25, 1993 and subsequently amended on December 15, 2008 and October 28, 2011, or
collectively, VAT Law. On November 19, 2017, the State Council promulgated The Decisions on
Abolishing the Provisional Regulations of the PRC on Business Tax and Amending the Provisional
Regulations of the PRC on Value-added Tax (《關於廢止〈中華人民共和國營業稅暫行條例〉和修改
〈中華人民共和國增值稅暫行條例〉的决定》), or Order 691. According to the VAT Law and Order
691, all enterprises and individuals engaged in the sale of goods, the provision of processing, repair
and replacement services, sales of services, intangible assets, real property and the importation of
goods within the territory of the PRC are the taxpayers of VAT. The VAT tax rates generally
applicable are simplified as 17%, 11%, 6% and 0%, and the VAT tax rate applicable to the small-scale
taxpayers is 3%. The Notice of the Ministry of Finance and the SAT on Adjusting Value-added Tax
Rates (《財政部、稅務總局關於調整增值稅稅率的通知》), or the Notice, was promulgated on April 4,
2018 and came into effect on May 1, 2018. The Notice adjusted the VAT tax rates of 17% and 11% to
16% and 10%, respectively. According to the Announcement on Relevant Policies for Deepening
Value-Added Tax Reform (《關於深化增值稅改革有關政策的公告》), with effect from April 1, 2019,
the VAT tax rate of 16% and 10% are changed into 13% and 9%, respectively. Notice of the MOF and
SAT on VAT Policies for Software Products (《財政部、國家稅務總局關於軟件產品增值稅政策的通知
》) specified that if general VAT taxpayers sell self-developed and produced software products, after
VAT has been collected at a tax rate of 17%, the refund-upon-collection policy shall be applied to the
part of actual VAT burden in excess of 3%.
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Dividend Withholding Tax

The EIT Law provides that since January 1, 2008, an income tax rate of 10% will normally be
applicable to dividends declared to non-PRC resident enterprise investors which do not have an
establishment or place of business in the PRC, or which have an establishment or place of business that
is not effectively connected with the relevant income, to the extent such dividends are derived from
sources within the PRC.

Pursuant to an Arrangement Between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with Respect to Taxes on Incomes (《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》), or the Double Tax Avoidance Arrangement, and other applicable PRC laws, if a Hong Kong
resident enterprise self-assesses that it satisfied the relevant conditions and requirements under such
Double Tax Avoidance Arrangement and other applicable laws, the 10% withholding tax on the
dividends the Hong Kong resident enterprise receives from a PRC resident enterprise may be reduced
to 5%. However, based on the Circular on Certain Issues with Respect to the Enforcement of Dividend
Provisions in Tax Treaties (《關於執行稅收協定股息條款有關問題的通知》), or the SAT Circular 81,
issued on February 20, 2009 by the SAT, if the relevant PRC tax authorities determine, in their
discretion, that a company benefits from such reduced income tax rate due to a structure or
arrangement that is primarily tax-driven, such PRC tax authorities may adjust the preferential tax
treatment. According to the Circular on Several Questions regarding 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 was issued on February 3, 2018 by
the SAT and took effect on April 1, 2018, when determining the applicant’s status as a “beneficial
owner” with respect to the tax treatment of dividends, interest or royalties under certain tax treaties,
several factors, including whether the applicant is obligated to pay more than 50% of his or her income
over a twelve-month period to residents of a third country or region, whether the business operated by
the applicant constitutes actual business activities; and whether the counterparty country or region to
the tax treaty does not levy any tax, exempts the relevant income from tax or levies tax at an extremely
low rate, will be taken into account and be analyzed according to the actual circumstances of specific
cases. The Announcement on Issuing the Measures for the Administration of Non-Resident Taxpayers’
Enjoyment of the Treatment under Treaties (《關於發佈<非居民納稅人享受協定待遇管理辦法>的公
告》), which was issued on October 14, 2019 and took effect on January 1, 2020, provides that
applicant who intend to prove his or her “beneficial owner” status shall gather and retain relevant
documents, and shall submit the relevant documents to the competent tax bureau upon post-request by
such tax bureau.

Tax on Indirect Transfer

On February 3, 2015, the SAT issued the Public Announcement on Several Issues Concerning
Enterprise Income Tax for Indirect Transfer of Assets by Non-Resident Enterprises (《關於非居民企業
間接轉讓財產企業所得稅若干問題的公告》), or Circular 7. Pursuant to Circular 7, an “indirect transfer”
of assets, including equity interests in a PRC resident enterprise, by a non-PRC resident enterprise,
may be recharacterized and treated as a direct transfer of PRC taxable assets, if such arrangement does
not have a reasonable commercial purpose and was established for the purpose of avoiding payment of
PRC enterprise income tax. As a result, gains derived from such indirect transfer may be subject to
PRC enterprise income tax. When determining whether there is a “reasonable commercial purpose” of
the transaction arrangement, features to be taken into consideration include, inter alia, whether the
main value of the equity interest of the relevant offshore enterprise derives directly or indirectly from
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PRC taxable assets; whether the assets of the relevant offshore enterprise mainly consist of direct or
indirect investments in China, or whether its income is mainly derived from China; and whether the
offshore enterprise and its subsidiaries that directly or indirectly hold PRC taxable assets have a real
commercial nature which is evidenced by their actual function and risk exposure. According to
Circular 7, where the payor fails to withhold any or sufficient tax, the transferor shall declare and pay
such tax to the tax authority by itself within the statutory time limit. Circular 7 does not apply to sales
of shares by investors through a public stock exchange where such shares were acquired on a public
stock exchange. On October 17, 2017, the SAT issued the Circular on Issues of Tax Withholding
regarding Non-PRC Resident Enterprise Income Tax (《國家稅務總局關於非居民企業所得稅源泉扣繳
有關問題的公告》), or SAT Circular 37, which was amended on June 15, 2018. SAT Circular 37
further elaborates the relevant implemental rules regarding the calculation, reporting and payment
obligations of the withholding tax by the non-resident enterprises. Nonetheless, there remain
uncertainties as to the interpretation and application of Circular 7. Circular 7 may be determined by the
tax authorities to be applicable to our offshore transactions or sale of our shares or those of our
offshore subsidiaries where non-resident enterprises, being the transferors, were involved.

REGULATIONS ON LEASING

According to the Law of the PRC on the Administration of Urban Real Estate (《中華人民共和
國城市房地產管理法》), which was promulgated by the SCNPC on August 26, 2019 and came into
effect on January 1, 2020, a written lease contract shall be concluded between the lessor and the lessee
for leasing a building and shall agree on the terms and conditions such as the term, purpose and price
of leasing and liability for maintenance and repair, etc. as well as other rights and obligations of both
parties, and such contract shall be filed for registration and record with the real estate administration
department.

According to the Administrative Measures for Commodity House Leasing (《商品房屋租賃管理
辦法》), which was promulgated by the Ministry of Housing and Urban-Rural Development on
December 1, 2010 and came into effect on February 1, 2011, within 30 days after the conclusion of the
house leasing contract, the parties involved in the house leasing shall carry out house leasing
registration with the construction (real estate) administrative department of the people’s government of
a municipality directly under the central government of the PRC, city or county where the house leased
is located. The relevant parties may entrust others in writing to complete the house leasing registration
and filling. If the relevant parties fail to make registration, they may be ordered to make corrections
within a specified time limit by the construction (real estate) administrative department of the people’s
government of a municipality directly under the central government of the PRC, city or county. If any
individual fails to do so, a fine of less than RMB1,000 will be imposed, while if any entity fails to do
so, a fine not less than RMB1,000 and not more than RMB10,000 will be imposed.

REGULATIONS ON ANTI-UNFAIR COMPETITION AND ANTI-MONOPOLY

According to the PRC Anti-unfair Competition Law (《中華人民共和國反不正當競爭法》),
which was adopted by the SCNPC on September 2, 1993, became effective as of December 1, 1993,
and last amended on April 23, 2019, unfair competition refers to the production and operating activities
where the operator disrupts the market competition order and damages the legitimate rights and
interests of other operators or consumers in violation of the provisions of the Anti-unfair Competition
Law. Pursuant to the Anti-unfair Competition Law, operators shall abide by the principle of
voluntariness, equality, impartiality, integrity and adhere to laws and business ethics during market
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transactions. Operators in violation of the Anti-unfair Competition Law may be subject to civil,
administrative or criminal liabilities depending on the specific circumstances.

On August 17, 2021, the State Administration for Market Regulation issued a discussion draft
of Provisions on the Prohibition of Unfair Competition on the Internet (《禁止網絡不正當競爭行為規定
（公開徵求意見稿）》), under which business operators should not use data or algorithms to hijack
traffic or influence users’ choices, or use technical means to illegally capture or use other business
operator’ data. Furthermore, business operators are not allowed to (i) fabricate or spread misleading
information to damage the reputation of competitors, or (ii) employ marketing practices such as fake
reviews or use coupons or “red envelopes” to entice positive ratings.

The PRC Anti-monopoly Law (《中華人民共和國反壟斷法》) was promulgated by SCNPC on
August 30, 2007, took effect on August 1, 2008 and was amended on June 24, 2022 and such
amendment took effect on August 1, 2022, the relevant operators of a concentration of undertakings
which reaches the standard for declaration shall make an advance declaration to the anti-monopoly law
enforcement authority under the State Council and it prohibits monopolistic conduct, such as entering
into monopoly agreements, abuse of dominant market position and concentration of undertakings that
have the effect of eliminating or restricting competition. The revised Anti-monopoly Law provides,
among others, that business operators shall not use data, algorithms, technology, capital advantages
and platform rules to exclude or limit competition, and also requires relevant government authorities to
strengthen the examination of concentration of undertakings in areas related to national welfare and
people’s wellbeing, and enhances penalties for violation of the regulations regarding concentration of
undertakings.

Monopoly Agreement

Competing business operators may not enter into monopoly agreements that eliminate or
restrict competition, such as by boycotting transactions, fixing or changing the price of commodities,
limiting the output of commodities, fixing the price of commodities for resale to third parties, among
others, unless the agreement will satisfy the exemptions under the PRC Anti-monopoly Law, such as
improving technologies, increasing the efficiency and competitiveness of small and medium-sized
undertakings, or safeguarding legitimate interests in cross-border trade and economic cooperation with
foreign counterparts. Sanctions for violations include an order to cease the relevant activities, and
confiscation of illegal gains and fines (from 1% to 10% of sales revenue from the previous year, or up
to RMB5,000,000 if no sales revenue was made from the previous year, or RMB3,000,000 if the
intended monopoly agreement has not been performed).

On March 24, 2022, the SAMR further issued the Interim Provisions on the Prohibitions of
Monopoly Agreements (《禁止壟斷協議暫行規定》) which took effect on May 1, 2022 and supersedes
its previous version issued by the SAMR.

Abuse of Dominant Market Position

A business operator with a dominant market position may not abuse its dominant market
position to conduct acts, such as selling commodities at unfairly high prices or buying commodities at
unfairly low prices, selling products at prices below cost without any justifiable cause, and refusing to
trade with a trading party without any justifiable cause. Sanctions for violation of the prohibition on the
abuse of dominant market position include an order to cease the relevant activities, confiscation of the
illegal gains and fines (from 1% to 10% of sales revenue from the previous year).
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On March 24, 2022, the SAMR issued the Interim Provisions on the Prohibitions of Acts of
Abuse of Dominant Market Positions (《禁止濫用市場支配地位行為暫行規定》) which took effect on
May 1, 2022 and supersedes its previous version issued by the SAMR.

Concentration of Undertakings

Where a concentration of undertakings reaches the declaration threshold stipulated by the State
Council, a declaration must be approved by the anti-monopoly authority before the parties implement
the concentration. Concentration refers to (1) a merger of undertakings; (2) acquiring control over
other undertakings by acquiring equities or assets; or (3) acquisition of control over, or the possibility
of exercising decisive influence on, an undertaking by contract or by any other means. If business
operators fail to comply with the mandatory declaration requirement, the anti-monopoly authority is
empowered to terminate and/or unwind the transaction, dispose of relevant assets, shares or businesses
within certain periods and impose fines of up to 10% of sales revenue from the previous year, or up to
RMB5,000,000 if the concentration of undertakings does not have an effect of excluding or limiting
competition.

Furthermore, on February 7, 2021, the Anti-Monopoly Committee of the State Council
promulgated the Anti-Monopoly Guidelines for the Platform Economy Sector (《關於平台經濟領域
的反壟斷指南》), or the Anti-Monopoly Guidelines, aiming to provide guidelines for supervising and
prohibiting the monopolistic conducts in connection with the internet platform business operations and
further elaborate on the factors for recognizing such monopolistic conducts in the internet platform
industry. In particular, pursuant to the Anti-monopoly Guidelines, the methods of an internet platform
collecting, using the privacy information of the internet users may also be one of the factors to be
considered for analyzing and recognizing the monopolistic conducts in the internet platform industry.
For example, whether the relevant business operator compulsorily collects unnecessary user
information may be considered to analyze whether there is a bundled sale or additional unreasonable
trading condition, which is one of the behaviors constituting the abuse of dominant market position. In
addition, the factors including, among other things, based on the big data and algorithms, whether
differentiated transaction prices or other transaction conditions are implemented for consumers with
different payment ability, consumption preferences and usage habits, may be used to analyze whether
there is a differentiated treatment, which is also one of the behaviors constituting abuse of dominant
market position. Furthermore, whether the relevant business operators are required to “choose one”
among the internet platform and its competitive platforms may be considered to analyze whether such
internet platform operator with dominant market position abuses its dominant market position and
excludes or restricts market competition, etc.

M&A RULES AND OVERSEAS LISTING

On August 8, 2006, six PRC governmental and regulatory agencies, including the MOFCOM
and the China Securities Regulatory Commission, or the CSRC, promulgated the M&A Rules,
governing the mergers and acquisitions of domestic enterprises by foreign investors that became
effective on September 8, 2006 and was revised on June 22, 2009. The M&A Rules, among other
things, require that if an overseas company established or controlled by PRC companies or individuals,
or PRC citizens, intends to acquire equity interests or assets of any other PRC domestic company
affiliated with the PRC citizens, such acquisition must be submitted to the MOFCOM for approval.
The M&A Rules also requires that an offshore special purpose vehicle formed for overseas listing
purposes and controlled directly or indirectly by PRC citizens shall obtain the approval of the CSRC
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prior to overseas listing and trading of such special purpose vehicle’s securities on an overseas stock
exchange. On July 6, 2021, the General Office of the Central Committee of the Communist Party of
China and the General Office of the State Council jointly promulgated the July 2021 Opinions. The
July 2021 Opinions emphasized the need to strengthen the administration over illegal securities
activities, and the need to strengthen the supervision over overseas listings by Chinese companies.
Effective measures, such as promoting the construction of relevant regulatory systems will be taken to
deal with risks and incidents of China-based overseas listed companies, and cybersecurity and data
privacy protection requirements and etc. The July 2021 Opinions and any related implementing rules to
be enacted may subject us to compliance requirement in the future.

On February 17, 2023, the CSRC promulgated Trial Administrative Measures of the Overseas
Securities Offering and Listing by Domestic Companies (《境內企業境外發行證券和上市管理試行辦
法》) (the “Overseas Listing Trial Measures”) and relevant five guidelines, which will become
effective on March 31, 2023.

The Overseas Listing Trial Measures will comprehensively improve and reform the existing
regulatory regime for overseas offering and listing of PRC domestic companies’ securities and will
regulate both direct and indirect overseas offering and listing of PRC domestic companies’ securities
by adopting a filing-based regulatory regime.

According to the Overseas Listing Trial Measures, PRC domestic companies that seek to offer
and list securities in overseas markets, either in direct or indirect means, are required to fulfill the filing
procedure with the CSRC and report relevant information. The Overseas Listing Trial Measures
provides that an overseas listing or offering is explicitly prohibited, if any of the following: (i) such
securities offering and listing is explicitly prohibited by provisions in laws, administrative regulations
and relevant state rules; (ii) the intended securities offering and listing may endanger national security
as reviewed and determined by competent authorities under the State Council in accordance with law;
(iii) the domestic company intending to make the securities offering and listing, or its controlling
shareholder(s) and the actual controller, have committed relevant crimes such as corruption, bribery,
embezzlement, misappropriation of property or undermining the order of the socialist market economy
during the latest three years; (iv) the domestic company intending to make the securities offering and
listing is currently under investigations for suspicion of criminal offenses or major violations of laws
and regulations, and no conclusion has yet been made thereof; or (v) there are material ownership
disputes over equity held by the domestic company’s controlling shareholder(s) or by other
shareholder(s) that are controlled by the controlling shareholder(s) and/or actual controller.

The Overseas Listing Trial Measures also provides that if the issuer both meets the following
criteria, the overseas securities offering and listing conducted by such issuer will be deemed as indirect
overseas offering by PRC domestic companies: (i) 50% or more of any of the issuer’s operating
revenue, total profit, total assets or net assets as documented in its audited consolidated financial
statements for the most recent fiscal year is accounted for by domestic companies; and (ii) the main
parts of the issuer’s business activities are conducted in mainland China, or its main place(s) of
business are located in mainland China, or the majority of senior management staff in charge of its
business operations and management are PRC citizens or have their usual place(s) of residence located
in mainland China. Where an issuer submits an application for initial public offering to competent
overseas regulators, such issuer must file with the CSRC within three business days after such
application is submitted. The Overseas Listing Trial Measures also requires subsequent reports to be
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filed with the CSRC on material events, such as change of control or voluntary or forced delisting of
the issuer(s) who have completed overseas offerings and listings.

At a press conference held for these new regulations, officials from the CSRC clarified that the
domestic companies that have already been listed overseas on or before the effective date of the
Overseas Listing Trial Measures (i.e. March 31, 2023) shall be deemed as existing issuers, or the
Existing Issuers. Existing Issuers are not required to complete the filling procedures immediately, and
they shall be required to file with the CSRC when subsequent matters such as refinancing are involved.
Further, according to the officials from the CSRC, domestic companies that have obtained approval
from overseas regulatory authorities or securities exchanges (for example, a contemplated offering and/
or listing in Hong Kong has passed the hearing of the Stock Exchange) for their indirect overseas
offering and listing prior to the effective date of the Overseas Listing Trial Measures (i.e. March 31,
2023) but have not yet completed their indirect overseas issuance and listing, are granted a six-month
transition period from March 31, 2023. Those who complete their overseas offering and listing within
such six months are deemed as Existing Issuers. Within such six-month transition period, however, if
such domestic companies need to reapply for offering and listing procedures to the overseas regulatory
authority or securities exchanges (such as requiring a new hearing of the Stock Exchange), or if they
fail to complete their indirect overseas issuance and listing, such domestic companies shall complete
the filling procedures with the CSRC. Based on the foregoing, if we can not pass the hearing for the
[REDACTED] on or before [REDACTED], or if we pass the hearing for the [REDACTED] on or
before [REDACTED] but fail to complete this [REDACTED] and [REDACTED] on or before
[REDACTED], our PRC Legal Advisor is of the view that we will be required to complete the filing
procedures with the CSRC in connection with the [REDACTED].
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