REGULATIONS

Regulations relating to Foreign Investment

Investment activities in the PRC by foreign investors are principally governed by the
Encouraging Catalog and the Negative List, which were promulgated and are amended from time to
time by the MOFCOM and NDRC. The Encouraging Catalog and the Negative List lay out the basic
framework for foreign investment in the PRC, classifying businesses into three categories with regard
to foreign investment: “encouraged”, “restricted” and “prohibited”. Industries not listed in the
Encouraging Catalog and the Negative List are generally deemed as falling into a fourth category
“permitted”. The NDRC and the MOFCOM promulgated the Catalog of Industries for Encouraging
Foreign Investment (2020 Version) ( <SEhAM 43 & i 2 H £k (20204EkR)) ) (the “2020 Encouraging
Catalog”), on December 27, 2020, and the Special Management Measures (Negative List) for the
Access of Foreign Investment (2020 Version) ( <&Mi# & AR A #4752 TS B)(20204F /7)) )
(the “2020 Negative List”), on June 23, 2020, to replace the previous encouraging catalog and
negative list thereunder.

We are mainly engaged in express delivery services, which could not exclude the possibility of
involving domestic express delivery services of letter in practices. According to the 2020 Negative
List, foreign investments in domestic express delivery services of letter are prohibited. Therefore, we
provide domestic express delivery services of letter through our consolidated affiliated entities in
China.

On March 15, 2019, the NPC, promulgated the PRC Foreign Investment Law ( % A LA
B AP 5 %) ) (the “FIL”), which came into effect on January 1, 2020 and replaced the trio of laws
regulating foreign investment in the PRC, namely, the PRC Equity Joint Venture Law ( (1% A\ R3LF0
B NG A A 261%) ), the Wholly Foreign-Owned Enterprise Law (13 AR ILAIE SN & A 26
) ) and the PRC Cooperative Joint Venture Law ( {H# ARILAE M TEL S BEL) ). Its
implementation rules promulgated by the State Council in December 2019 also came into effect on
January 1, 2020. The FIL, by means of legislation, establishes the basic framework for the access,
promotion, protection and administration of foreign investment in view of investment protection and
fair competition.

According to the FIL, foreign investment shall enjoy pre-entry national treatment, except for
those foreign invested entities that operate in industries deemed to be either “restricted” or “prohibited”
in the “negative list.” The FIL provides that foreign invested enterprises operating in foreign
“restricted” or “prohibited” industries will require entry clearance and other approvals. The FIL does
not comment on the concept of “de facto control” or contractual arrangements with variable interest
entities, however, it has a catch-all provision under definition of “foreign investment” to include
investments made by foreign investors in China through means stipulated by laws or administrative
regulations or other methods prescribed by the State Council. Therefore, it still leaves leeway for future
laws, administrative regulations or provisions to provide for contractual arrangements as a form of
foreign investment. In addition, pursuant to the Measures for Reporting of Information on Foreign
Investment ( (AMEHESE B HEL) ), a foreign investment information reporting system shall be
established and foreign investors or foreign invested enterprises shall submit the investment
information to competent departments for commerce through the enterprise registration system and the
enterprise credit information publicity system.

Furthermore, the FIL provides that foreign invested enterprises established according to the
previous laws regulating foreign investment may maintain their structure and corporate governance
within five years after the implementing of the FIL, which means that foreign invested enterprises may

211



REGULATIONS

be required to adjust the structure and corporate governance in accordance with the current PRC
Company Law ( {# A\RILFIEA 7)) ) and other laws and regulations governing the corporate
governance.

On December 26, 2019, the State Council promulgated the Implementation Rules to the PRC
Foreign Investment Law ( 3£ A RILFNE S i H &L B 51) ), which became effective on
January 1, 2020. The implementation rules further clarified that the state encourages and promotes
foreign investment, protects the lawful rights and interests of foreign investors, regulates foreign
investment administration, continues to optimize foreign investment environment, and advances a
higher-level opening.

According to the Measures for the Security Review of Foreign Investment ( (4P & % 2 854
##i%) ) promulgated by the NDRC and the MOFCOM on December 19, 2020 and became effective on
January 18, 2021, any foreign investment that has or possibly has an impact on state security shall be
subject to security review in accordance with the provisions hereof. A foreign investor or a party
concerned in China shall take the initiative to make a declaration to the working mechanism office
prior to making the investment in any important infrastructure, important transportation services and
other important fields that concern state security while obtaining the actual control over the enterprises
invested in.

Regulations relating to Express Delivery Services

The PRC Postal Law ( (3 ANRILFMEEEL) ) (the “Postal Law”), which was most
recently amended on April 24, 2015, sets out the fundamental rules on the establishment and operation
of an express delivery company. Pursuant to the Postal Law, an enterprise that operates and provides
express delivery services must run its express delivery business by obtaining a Courier Service
Operation Permit. In order to apply for a business permit for express delivery services, a company must
meet all the requirements as a corporate legal person and satisfy certain prerequisites with respect to its
service capacity and management system, and its registered capital must be no less than RMB500,000
to operate within a province, autonomous region, or municipality directly under the central
government, no less than RMB1,000,000 in the case of cross-provincial operation, and no less than
RMB2,000,000 to operate international express delivery services.

Filing with the postal administrative department is required where an express delivery company
sets up branches. The requirements for the establishment of a branch of express delivery company are
specified in the Administrative Measures for Courier Service Market ( (PUIETTISEHEIEL) ) (the
“Courier Market Measures”), which was announced by the Ministry of Transport in 2013. The
Courier Market Measures stipulates that where any express delivery company establishes its branches
or business departments, it must register with the local counterpart of SAMR where such branches or
business departments are located by submitting its express delivery services operation permit and a list
of its branches and, such branches or business departments must, within 20 days after they obtain their
relevant business licenses, file with the local postal administrative department. The Postal Law
stipulates that if an express delivery company fails to complete such required registration and/or filing
with the relevant governmental authority, it may be ordered to rectify and to pay general fines of no
more than RMB10,000. If the non-compliance situations are severe, a fine ranging from RMB10,000 to
RMB50,000 can be imposed, and the offender may face suspension of its business operation before
completing the rectification.
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Pursuant to (i) the Postal Law, (ii) the Courier Market Measures, (iii) the Administrative
Measures on Courier Service Operation Permits( CPRIEZEFS 58 FFal 4 #HE%) ), which was most
recently amended on November 28, 2019, and (iv) the Interim Regulations on Express Delivery( (fRiE
BF¥B) ), which was mostly recently amended on March 2, 2019, any entity engaging in express
delivery services must obtain a Courier Service Operation Permit from the State Post Bureau or its
local counterpart and is subject to their supervision and regulation. If an entity operates express
delivery services without obtaining a Courier Service Operation Permit in accordance with the above
measures and regulations, it may be compelled to make corrections, subject to the confiscation of its
earnings generated from its unlicensed operating express delivery services, imposed a fine ranging
from RMB50,000 to RMB100,000 or where the circumstances are severe, ranging from RMB100,000
to RMB200,000, and/or ordered to suspend its business operation for rectification or even cancelation
of its Courier Service Operation Permit. If a permit-holder who ceases its business operation for over
six months within the effective period of the Courier Service Operation Permit, it will be ordered by
the postal administration departments to return the Courier Service Operation Permit, and if it refuses
or fails to do so on time, the postal administration departments shall publicly announce the annulment
of the Courier Service Operation Permit.

Enterprises engaged in express delivery services other than China Post and its wholly owned
and/or controlled enterprises that provide postal services (“Postal Enterprise”) may not engage in post
and mail delivery business which are exclusively operated by Postal Enterprise, and may not deliver
any official documents of state-owned organizations. The express delivery business must operate
within the permitted scope and under the valid terms of the Courier Service Operation Permit. The
Courier Service Operation Permit is valid for 5 years upon its issuance and comes with an annual
reporting obligation. The Circular on Implementing the Administrative Measures for the Courier
Market and Strengthening the Administration of Courier Service Operations ( B B HUE fli<PRiE i
58 BRER> N s PR LTSS R B A BEAY3E AN ), which was issued by the State Post Bureau in 2013,
further clarifies that the postal administrative department must examine whether an entity operates
express delivery service within the permitted business scope and geographic scope of its Courier
Service Operation Permit, and the geographic examination must be carried out down to the level of
cities that may be divided districts. Pursuant to the Courier Market Measures, failure to conduct
express delivery services within the permitted operation scopes would subject the express delivery
company to a correction order by the postal administrative department and a fine from RMBS5,000 to
RMB30,000. Moreover, in accordance with the Administrative Measures on Courier Service Operation
Permits, an enterprise engaged in express delivery services must submit an annual reporting on its
business licensing of courier services with the postal administrative authority which issued its Courier
Service Operation Permit prior to 30 April each year. Where an express delivery service company fails
to submit its annual report to the relevant postal administrative authority in a timely manner, it may be
ordered by the postal administrative authorities to make correction, and may be subject to a fine of up
to RMB10,000. Where an express delivery service company conceals any facts or commits fraud in its
annual report, such express delivery service company may be ordered by the postal administrative
authorities to make correction and imposed a fine ranging from RMB10,000 to RMB30,000.

In accordance with the Decision of the State Council on Issues concerning Canceling and
Adjusting a Batch of Administrative Examination and Approval Items ( <E#5 e B i BOH 3 % — LA 7
BUFAIE H S S EAPLE) ) in February 2015, a company operating express delivery services must
apply for and obtain the Courier Service Operation Permit prior to the application of its business
license.
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In accordance with the Courier Market Measures, if any express delivery service is carried out
through franchise, both the franchisees and franchisors must obtain the Courier Service Operation
Permit and any franchisee must run its franchise business within franchisors’ licensed scopes; and the
franchisees and franchisors must enter into written agreements providing the rights and obligations of
both parties and the liabilities of both parties in case of any violation of the legal rights and interests of
the users of express delivery services. Any franchisee or franchisor failing to obtain the Courier
Service Operation Permit or any franchisee failing to run its franchise business within franchisors’
licensed scopes would be subject to a correction order by the relevant postal administrative authority
and a fine ranging from RMBS5,000 to RMB30,000.

Companies engaging in express delivery service must establish and implement a system for the
examination of parcels or articles received for delivery. Pursuant to the PRC Postal Law and Measures
for the Supervision and Administration of Postal Security in the Postal Industry ( (FESE S 5104 22 BB
EHHEL) ) issued by the Ministry of Transport on January 2, 2020, which became effective on
February 15, 2020, express delivery companies must examine the postal articles so as to inspect
whether the postal articles are prohibited or restricted from express delivery. Express delivery
companies must also examine whether the names, nature and quantity of the postal articles have been
properly disclosed on delivery form. According to the Postal Law, any failure to establish or
implement such inspection system, or any unlawful acceptance or delivery of prohibited or restricted
parcels/articles may result in the sanctions to the in-charge persons bearing direct responsibility and
other persons subject to direct liability of the express delivery companies and the suspension of the
company’s business operation for rectification or even cancelation of its Courier Service Operation
Permit, being compelled to make corrections and being imposed a fine up to RMB5,000.

According to the Interim Regulations on Express Delivery, express delivery operators shall
obtain the Courier Service Operation Permit for express delivery. Express delivery operators and their
branches may open express delivery terminal outlets which are required to file with the local post
administrations in the places where they are located for record within 20 days from the date of opening
their express delivery terminal outlets. The delivery terminal outlets are not required to obtain a
business license. Where an express delivery service operator fails to file with the local post
administrations for opening their express delivery terminal outlets, such express delivery service
company may be compelled to make corrections, imposed a fine ranging up to RMB50,000 and/or
ordered to suspend business for rectification. In case an express delivery service company intends to
suspend operating express delivery services, it shall (i) make public announcement ten days in
advance, (ii) submit a written notice to the postal administrative departments, (iii) return the Courier
Service Operation Permit and (iv) make proper arrangement on undelivered express parcels. Failure to
comply with such requirement may be compelled to make corrections, imposed a fine ranging up to
RMB50,000 and/or ordered to suspend business for rectification. According to the Interim Regulations
on Express Delivery, express delivery operators shall also verify the identity of senders and register
their identity information when receiving express parcels. Where senders refuse to furnish their identity
information or furnish false identity information, express delivery operators shall not receive their
express parcels. According to the Interim Regulations on Express Delivery, the Postal Law and the
Anti-Terrorism Law ( {24 £F1:) ), if any express delivery operator fails to verify the identity of
senders yet registers their identity information, or identifies that the senders provide false identity
information, but still receives the express parcels, such express delivery operator may be subject to a
fine ranging from RMB100,000 to RMBS500,000 or ordered to suspend business operation until
cancelation of its Courier Service Operation Permit, and the personnel directly in charge and other
persons directly liable may be subject to a fine ranging up to RMB100,000. The Interim Regulations on
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Express Delivery also indicates that two or more express delivery operator may use a unified
trademark, corporate name or express waybill to conduct the express delivery business. The express
delivery operators shall enter into a written agreement to define their respective rights and obligations,
carry out unified management of service quality, safety guarantee and business process, and provide
unified express mail tracking, inquiry and complaint handling services for clients. Where the legitimate
rights and interests of any client have been jeopardized due to the delay, missing, damage or shortage
of express parcels, the client may request the express delivery operator to which the trademark,
corporate name or express waybill belongs to offer compensation, or request the actual express
delivery provider to pay compensation.

Pursuant to the E-commerce Law of the People’s Republic of China ( <+ #E A R ILFIEH T 17
%) ) promulgated by Standing Committee of the National People’s Congress, which took effect on
January 1, 2019, we are subject to certain requirements in e-commerce business, including but not limit
to the following: while handing over commodities, express logistics service providers shall remind
consignees to examine the commodities immediately on the spot; where the commodities are received
by others for consignees, such providers shall obtain the consent of consignees. Express logistics
service providers shall use environmental-friendly packaging materials in accordance with the relevant
provisions in an effort to reduce the consumption of and recycle packaging materials. While offering
express logistics services, the providers thereof may agree to be entrusted by e-commerce operators to
collect payments for goods on a commission basis. The operation of our business is subject to
E-commerce Law of the People’s Republic of China. If our express delivery services are not in
compliance with the law, we may be required to rectify. See “Risk Factors — Risks Related to Our
Business and Industry — Failure to comply with PRC laws and regulations by us or our strategic
partners may materially and adversely impact our business, reputation, financial condition and results
of operations.”

Road Transportation Operation Permit

Pursuant to the Regulations on Road Transportation ( <875 F) ) promulgated by the
State Council in April 2004 and most recently amended in March 2019, and the Provisions on
Administration of Road Freight Transportation and Stations (Sites) ( G} &Yl K5 & HEE) )
issued by the Ministry of Transport in June 2005 and most recently amended in June 2019 (the “Road
Freight Provisions”), the business operations of road freight transportation refer to commercial road
freight transportation activities that provide public services. The road freight transportation includes
general road freight transportation, special road freight transportation, road transportation of large
articles, and road transportation of hazardous cargos. Special road freight transportation refers to
freight transportation using special vehicles with containers, refrigeration equipment, or tank
containers, etc. The Road Freight Provisions set forth detailed requirements with respect to vehicles
and drivers.

Under the Road Freight Provisions, anyone engaging in the business of operating road freight
transportation must obtain a Road Transportation Operation Permit from the local county-level road
transportation administrative bureau, and each vehicle used for road freight transportation must have a
Road Transportation Certificate from the same authority. The incorporation of a subsidiary of road
freight transportation operator that intends to engage in road transportation business is subject to the
same approval procedure. If it intends to establish a branch, it should file with the local road
transportation administrative bureau where the branch is to be established. Pursuant to the Notice on
the Cancelation of the Road Transportation Operation Permit and the Driver Qualification Certificate
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for Ordinary Freight Vehicles with a Total Mass of 4.5 Tons or Less (€5 4 #E iy 5 2 8 B i B #8URL
T4 SR K LA At 2 B O R RS B B SE AR RYAERT) ) promulgated by the PRC
Ministry of Transport, which took effect on January 1, 2019, local transportation management
departments will no longer issue road transportation operation permit for ordinary freight vehicles with
a total mass of 4.5 tons or less, and shall not impose administrative penalties on such vehicles and
drivers for the reasons of operating without permits and driving freight transportation vehicles without
corresponding qualification certificates.

Although the Road Transportation Operation Permits have no limitation with respect to
geographical scope, several provincial governments in China, including Shanghai and Beijing,
promulgated local rules on administration of road transportation, stipulating that permitted operators of
road freight transportation registered in other provinces should also make record-filing with the local
road transportation administrative bureau where it carries out its business.

Regulations relating to Cargo Vehicles

Pursuant to the Administrative Provisions concerning the Running of Cargo Vehicles with
Out-of-Gage Goods ( PR HIHTTH 2B BERIE) ) promulgated by the PRC Ministry of
Transport, which took effect on September 21, 2016, cargo vehicles running on public roads shall not
carry cargo weighing more than the limits prescribed by this regulation and their dimensions shall not
exceed those as set forth by the same regulation. Vehicle operators who violate this regulation may be
subject to a fine of up to RMB30,000 for each violation. In the event of repeated violations, the
regulatory authority may suspend the operating license of the vehicle operator and/or revoke the
business operation registration of the relevant vehicle. In the event more than 10% of the total vehicles
of any road transportation enterprise are not in compliance with this regulation in any year, such road
transportation enterprise shall suspend its business for rectification and its road transportation license
may be revoked.

The operation of our truck fleet is subject to this regulation. If our trucks are not in compliance
with this regulation, we may be required to modify such trucks to reduce their length or purchase new
ones to replace them. Otherwise, we may be subject to penalties under this regulation if we continue to
operate those trucks that exceed the limits set forth in the regulation. See “Risk Factors—Risks Related
to Our Business and Industry—Failure to comply with PRC laws and regulations by us or our strategic
partners may materially and adversely impact our business, reputation, financial condition and results
of operations.”

Regulations relating to International Freight Forwarding Business

Administrative Provisions on International Freight Forwarders ( <[ [ 4y i3 2545 LB
7E) ) promulgated in 1995 and its detailed rules regulate the business of international freight
forwarding. According to the provisions and its detailed rules, the minimum amount of registered
capital must be RMBS5 million for an international freight forwarder by sea, RMB3 million for an
international freight forwarder by air and RMB2 million for an international freight forwarder by land
or for an entity operating international express delivery services. An international freight forwarder
must, when each time applying for setting up a branch, increase its registered capital (or the excess
amount over its minimum registered capital) by RMB500,000. Under the Measures on Filing of
International Freight Forwarders (Interim) ( < ¥ &8 ACHAR 264 2 (B 17)##%) ) announced in March
2005 and amended in August 2016, all international freight forwarders and their branches registered
with the SAMR must be filed with the MOFCOM or its authorized organs.
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Regulations relating to Unmanned Aerial Vehicles for Commercial Flight Activities

In March 2018, Civil Aviation Administration promulgated the Administrative Measures for
Commercial Flight Activities of Civil Unmanned Aerial Vehicles (Interim) (< F ) 8 A8 Bl 22 25 58
PERATIE B 4 FEH#E (B 1T)) ), pursuant to which an Civil Unmanned Aerial Vehicle Business License
shall be obtained for the training of unmanned aerial vehicles pilots, and no commercial flight activities
shall be conducted without a Civil Unmanned Aerial Vehicle Business License.

Regulations relating to Commercial Franchising

Pursuant to the Administrative Regulations on Commercial Franchising Operations ( {247
K EHMRM1) ) promulgated by the State Council on February 6, 2007, which became effective on
May 1, 2007, and Administrative Measures on the Record Filing of Commercial Franchises ( P¥3£%F
ISR R FIRE) ) issued by MOFCOM on December 12, 2011, which became effective on
February 1, 2012, collectively the Regulations and Provisions on Commercial Franchising, commercial
franchising refers to the business activities where an enterprise that possesses the registered
trademarks, enterprise logos, patents, proprictary technology or any other business resources allows
such business resources to be used by another business operator through contract and the franchisee
follows the uniform business model to conduct business operations and pay franchising fees to the
franchisor according to the contract. We and our network partners are therefore subject to regulations
on commercial franchising. Under the Regulations and Provisions on Commercial Franchising, within
15 days of the first conclusion of franchising contract, the franchisor must carry out record-filing with
MOFCOM or its local counterparts and must report the status of its franchising contracts in the
previous year in the first quarter of each year after record-filing. The MOFCOM announces the names
of franchisors who have completed filing on the government website and makes prompt updates. If the
franchisor fails to comply with these Regulations and Provisions on Commercial Franchising, the
MOFCOM or its local counterparts have the discretion to take administrative measures against the
franchisor, including fines and public announcements. The Regulations and Provisions on Commercial
Franchising also sets forth requirements on the contents of franchising contracts. Guangdong
Hongbang Tuoxian Logistics Technology Co., Ltd. (BERGLFBIHEWRBHLARAT) and its
subsidiaries have signed franchising contracts under the Regulations and Provisions on Commercial
Franchising with its direct network partners. If we are deemed as a franchisor who fails to comply with
the stipulations of filing with the competent commerce authority, we may be imposed a fine ranging
from RMB10,000 to RMB100,000. See “Risk Factors — Risks Related to Our Business and Industry
— Any lack of requisite approvals, licenses or permits applicable to our business operation may have a
material and adverse impact on our business, financial condition and results of operations.”

Regulations relating to Personal Information Security and Consumer Protection

The Administrative Provisions on the Security of Personal Information of Express Service
Users ( CFFEMRE (G B 2B E) ), promulgated by State Post Bureau on March 26,
2014, provides for the protection of the personal information of users of express or express delivery
services, and the supervision on the express operations of postal enterprises and express delivery
companies. In accordance with these provisions, the state postal administrative department and its local
counterparts are the supervising and administering authority responsible for the security of the personal
information of users of express or express delivery services, and postal enterprises and express delivery
companies must establish and refine systems and measures for the security of such information.
Specifically, express delivery companies must enter into confidentiality agreements with its employees
regarding the information of its clients or users to specify confidentiality obligations and liabilities for

217



REGULATIONS

violation thereof. Where express delivery companies are entrusted by operators engaging in online
shopping, TV shopping, mail-order and other businesses to provide express delivery services, such
express delivery companies must enter into agreements with the said principals agreeing upon
provisions safeguarding the security of information of users of express delivery services. Courier
companies operating through franchise are further required to formulate provisions on the security of
information of users of express delivery services in franchising contracts and clarify the security
responsibilities between franchisor and franchisee. A courier company and its employees causing
damages to the users of express delivery services by divulging the users’ information is expected to
bear compensation liabilities. If a courier company is found to unlawfully furnish the information of
users of express delivery services, the company and its employees are subject to administrative
liabilities or even criminal penalties. A user of express delivery services may further seek remedies by
following the Measures on Settling the Complaints of the Postal Users ( (EREXZE 7 HI BB FEHFL) )
issued by State Post Bureau, which took effect on September 8, 2020. The Postal Users Complaints
Settling Center implements the regime of mediation to handle the complaints from users on the quality
of the express delivery services. According to the Interim Regulations on Express Delivery, an express
delivery service company shall not sell, reveal or illegally provide any information of client that has
been exposed during the provision of express services. In case the information of client is revealed or
may be revealed, the express delivery service company shall take remedial measures immediately and
report to the local post administrations. Failure to comply with such requirement may be subject to
penalties including a fine ranging from RMB10,000 to RMB100,000, suspension of business for
rectification or revoke of its Courier Service Operation Permit.

Regulations relating to Leasing

We lease properties for our offices, sorting hubs, pickup and delivery outlets and other
facilities. Pursuant to the Law on Administration of Urban Real Estate ( <35 #8174 ) ) which
took effect in January 1995 with the latest amendment on August 26, 2019, which became effective on
January 1, 2020, lessors and lessees are required to enter into a written lease contract, containing such
provisions as the term of the lease, the use of the premises, rental price, liability for repair, and other
rights and obligations of both parties. Both lessor and lessee are also required to file for registration
and record the lease contract with the real estate administration department. Pursuant to implementing
rules stipulated by certain provinces or cities, if the lessor and lessee fail to go through the registration
procedures, both lessor and lessee may be subject to fines.

According to the PRC Civil Code ( {E#:#) ) which took effect on January 1, 2021, the lessee
may sublease the leased premises to a third party, subject to the consent of the lessor. Where the lessee
subleases the premises, the lease contract between the lessee and the lessor remains valid. The lessor is
entitled to terminate the lease contract if the lessee subleases the premises without the consent of the
lessor. In addition, if the ownership of the leased premises changes during the lessee’s possession in
accordance with the terms of the lease contract, the validity of the lease contract shall not be affected.

Pursuant to the PRC Civil Code, if the mortgaged property has been leased and transferred for
occupation prior to the establishment of the mortgage right, the original tenancy shall not be affected
by such mortgage right. According to the Interpretation of the Supreme People’s Court on Several
Issues concerning the Application of Law in the Trial of Cases about Disputes Over Lease Contracts
on Urban Buildings (2020 version) ( {ferm ARk B B 25 BS540 5 & [R) 40 40 58 0 FL G e vk e
T R R (2020151E)) ), which took effect on January 1, 2021, if the ownership of the leased
premises changes during lessee’s possession in accordance with the terms of the lease contract, and the
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leasee requests the assignee to continue to perform the original lease contract, the PRC court shall
support it, except that the mortgage right has been established before the lease of the leased premises
and the ownership changes due to the mortgagee’s realization of the mortgage right.

Regulations relating to Fire Security

Pursuant to the Fire Protection Law of the PRC ( <3 A RILAIEEPi7%4) ) which was latest
revised on April 23, 2019, and the Measure for Supervision on and Inspection of Fire Protection ( <i#
B BB A M2 ) ) amended in 2012, enterprises shall implement a fire safety accountability system,
install firefighting facilities and equipment, conduct a yearly comprehensive inspection of firefighting
facilities and keep the inspection records for future reference, and perform other fire safety measures as
well as other fire safety and protection responsibilities. Pursuant to Interim Provisions on the
Administration of Fire Protection Design Review and Final Inspection of Construction Projects (%7 L
PRI B R A BRI B 17412 )(“Interim Provisions Regarding Fire Protection”) effective on
June 1, 2020, a special construction project as stipulated in the Interim Provisions Regarding Fire
Protection shall be subject to fire protection design review before such project was commenced
construction and shall be subject to fire protection inspection before such project was put into used.
Other construction projects other than a special construction project shall be subject to fire protection
inspection recordation, and the competent department of housing and urban-rural development shall
conduct a random fire protection inspection thereof. If the project fails to pass the random fire
protection inspection, such project shall be ceased to use.

Regulations relating to Taxation
Enterprise Income Tax

On March 16, 2007, the NPC promulgated the Enterprise Income Tax Law of the PRC ( 1%
N EALANE 25 8i%) ) which was latest amended on December 29, 2018, and the State Council
enacted the Regulations for the Implementation of the Law on Enterprise Income Tax ( {25811k
EufBl) ) which were latest amended on April 23, 2019 (collectively, the “EIT Law”). According to
the EIT Law, taxpayers consist of resident enterprises and non-resident enterprises. Resident
enterprises are defined as enterprises that are established in China in accordance with PRC laws, or that
are established in accordance with the laws of foreign countries but whose actual or de facto control is
administered from within the PRC. Non-resident enterprises are defined as enterprises that are set up in
accordance with the laws of foreign countries and whose actual administration is conducted outside the
PRC, but have established institutions or premises in the PRC, or have no such established institutions
or premises but have income generated from inside the PRC. Under the EIT Law and relevant
implementing regulations, a uniform corporate income tax rate of 25% is applicable. However, if
non-resident enterprises have not formed permanent establishments or premises in the PRC, or if they
have formed permanent establishment institutions or premises in the PRC but there is no actual
relationship between the relevant income derived in the PRC and the established institutions or
premises set up by them, the enterprise income tax is, in that case, set at the rate of 10% for their
income sourced from inside the PRC.

Value-Added Tax

Pursuant to the Provisional Regulations of the PRC on Value-Added Tax ( €3 A R AN 1
(HRCE10651) ), which was promulgated by the State Council on December 13, 1993 and latest
amended on November 19, 2017, and the Implementation Rules for the Implementation of the
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Provisional Regulations of the PRC on Value-Added Tax ( €Hr#E A BN [0 496 (BB B 170 1) B i 41
HII) ), which was promulgated by the MOF on December 25, 1993 and latest as amended on
October 28, 2011, and became effective on November 1, 2011, entities or individuals engaging in the
services is required to pay a value-added tax (“VAT”).

On March 20, 2019, the MOF, the SAT and the General Administration of Customs jointly
issued the Announcement on Policies for Deepening the VAT Reform (B AL 4 (BB i 4 A B BUR
MA%EY ) (“Announcement 39”), to further slash value-added tax rates. According to the
Announcement 39, (i) for general VAT payers’ sales activities or imports that are subject to VAT at an
existing applicable rate of 16% or 10%, the applicable VAT rate is adjusted to 13% or 9% respectively;
(i1) for the agricultural products purchased by taxpayers to which an existing 10% deduction rate is
applicable, the deduction rate is adjusted to 9%; (iii) for the agricultural products purchased by
taxpayers for production or commissioned processing, which are subject to VAT at 13%, the input
VAT will be calculated at a 10% deduction rate; (iv) for the exportation of goods or labor services that
are subject to VAT at 16%, with the applicable export refund at the same rate, the export refund rate is
adjusted to 13%; and (v) for the exportation of goods or cross-border taxable activities that are subject
to VAT at 10%, with the export refund at the same rate, the export refund rate is adjusted to 9%. The
Announcement 39 came into effect on April 1, 2019 and shall be prevail in case of any conflict with
existing provisions.

Dividend Withholding Tax

Pursuant to the Enterprise Income Tax Law ( {{BZ£fr138ii%) ) and its implementation rules, if
a non-resident enterprise has not set up an organization or establishment in the PRC, or has set up an
organization or establishment but the income derived has no actual connection with such organization
or establishment, it will be subject to a withholding tax on its PRC-sourced income at a rate of 10%.
Pursuant to the Arrangement between Mainland China and the Hong Kong Special Administrative
Region for the Avoidance of Double Taxation and Tax Evasion on Income (< A1 Hb A1 7 5 45 751 47 B B
i3 i 15 2k A 8 OB RN B IR B %2 k) ), the withholding tax rate in respect to the payment of
dividends by a PRC enterprise to a Hong Kong enterprise is reduced to 5% from a standard rate of 10%
if the Hong Kong enterprise directly holds at least 25% of the PRC enterprise.

Pursuant to the Notice of the State Administration of Taxation on the Issues concerning the
Application of the Dividend Clauses of Tax Agreements ( CEIZEBLHSHE BIR AT
E R B 3K BR8] LR A1) ), 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. Furthermore, the
Administrative Measures for Non-Resident Taxpayer to Enjoy Treatments under Tax Treaties ( <FF/&
RANBE N 2 B FRB B IEHRHE) ) (“SAT Circular 60”), which became effective in November
2015, require that non-resident enterprises which satisfy the criteria for entitlement to tax treaty
benefits may, at the time of tax declaration or withholding declaration through a withholding agent,
enjoy the tax treaty benefits, and be subject to ongoing administration by the tax authorities. In the case
where the non-resident enterprises do not apply to the withholding agent to claim the tax treaty
benefits, or the materials and the information stated in the relevant reports and statements provided to
the withholding agent do not satisfy the criteria for entitlement to tax treaty benefits, the withholding
agent should withhold tax pursuant to the provisions of the PRC tax laws. The SAT issued the
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Announcement of State Taxation Administration on Promulgation of the Administrative Measures on
Non-resident Taxpayers Enjoying Treaty Benefits (12 ZBi 55 4 B 854 I fm RANBE = 32 1 178
B BAE) (the “SAT Circular 35”) on October 14, 2019, which became effective on
January 1, 2020. The SAT Circular 35 further simplified the procedures for enjoying treaty benefits
and replaced the SAT Circular 60. According to the SAT Circular 35, no approvals from the tax
authorities are required for a non-resident taxpayer to enjoy treaty benefits, where a non-resident
taxpayer self-assesses and concludes that it satisfies the criteria for claiming treaty benefits, it may
enjoy treaty benefits at the time of tax declaration or at the time of withholding through the
withholding agent, but it shall gather and retain the relevant materials as required for future inspection,
and accept follow-up administration by the tax authorities. There are also other conditions for enjoying
the reduced withholding tax rate according to other relevant tax rules and regulations. According to the
Circular of the State Administration of Taxation on Several Issues regarding the “Beneficial Owner” in
Tax Treaties ( < ZBLHS L8R BB i & H =z 40 A N A BRI A4 ) (“Circular 97), which
was issued on February 3, 2018 by the SAT, effective as of April 1, 2018, when determining the
applicant’s status of the “beneficial owner” regarding tax treatments in connection with dividends,
interests or royalties in the tax treaties, several factors, including without limitation, whether the
applicant is obligated to pay more than 50% of its income in twelve months to residents in third
country or region, whether the business operated by the applicant constitutes the actual business
activities, and whether the counterparty country or region to the tax treaties does not levy any tax or
grant tax exemption on relevant incomes or levy tax at an extremely low rate, will be taken into
account, and it will be analyzed according to the actual circumstances of the specific cases. This
circular further provides that applicants who intend to prove his or her status of the “beneficial owner”
shall submit the relevant documents to the relevant tax bureau according to the Administrative
Measures for Non-Resident Taxpayers to Enjoy Treatments under Tax Treaties.

Regulations relating to Intellectual Property Rights

The PRC has adopted comprehensive legislation governing intellectual property rights,
including copyrights, patents, trademarks and domain names.

Copyright. Copyright in the PRC, including copyrighted computer software, is principally
protected under the Copyright Law of the PRC ( <% \ RILFNE #E/EREL) ) and its implementation
rules. The Standing Committee of the National People’s Congress has promogulated the Copyright
Law of the People’s Republic of China on January 17, 2021 (the “New Copyright Law”) and the New
Copyright Law will come into force on June 1, 2021. Pursuant to the existing Copyright Law
promogulated on February 26, 2010 and the New Copyright Law, the term of protection for
copyrighted computer software shall be 50 years. Reproducing, distributing, performing, projecting,
broadcasting or compiling a work or communicating the same to the public via an information network
without permission from the owner of the copyright therein, unless otherwise provided in the
Copyright Law of the PRC and related rules and regulations, shall constitute infringements of
copyrights. The infringer shall, according to the circumstances of the case, undertake to cease the
infringement, take remedial action, and offer an apology, pay damages, etc.

Patent. The Patent Law ( (#F[%) ) provides for three types of patents, “invention”, “utility”
and “design”. To be patentable, invention or utility models must meet three criteria: novelty,
inventiveness and practicability. The National Intellectual Property Administration is responsible for
examining and approving patent applications. The Standing Committee of the National People’s
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Congress has published the revised Patent Law of the People’s Republic of China on October 17, 2020,
which will come into force on June 1, 2021.

Trademark. The Trademark Law ( (F1%#:) ) and its implementation rules protect registered
trademarks. The Trademark Office of National Intellectual Property Administration is responsible for
the registration and administration of trademarks throughout the PRC. The Trademark Law has
adopted a “first-to-file” principle with respect to trademark registration.

Domain Name. Domain names are protected under the Administrative Measures on the Internet
Domain Names ( CEIAE2% 4 8% ) ) promulgated by the MIIT. The MIIT is the major regulatory
body responsible for the administration of the PRC internet domain names, under supervision of which
the CNNIC is responsible for the daily administration of .cn domain names and Chinese domain
names. CNNIC adopts the “first to file” principle with respect to the registration of domain names. In
November 2017, the MIT promulgated the Notice of the Ministry of Industry and Information
Technology on Regulating the Use of Domain Names in Providing Internet-based Information Services
( CEZERME B FR B A B i B A 15 S IR (o I 3 44 928 %) ), which became effective on January 1,
2018. Pursuant to the notice, the domain name used by an internet-based information service provider
in providing internet-based information services must be registered and owned by such provider in
accordance with the law. If the internet-based information service provider is an entity, the domain
name registrant must be the entity (or any of the entity’s shareholders), or the entity’s principal or
senior manager.

Regulations relating to Foreign Exchange

The principal regulations governing foreign currency exchange in China are the Foreign
Exchange Administration Regulations of the PRC ( ¥ A RILAESMER #EH]) ) which was
promulgated by the State Council on January 29, 1996 and was latest amended on August 5, 2008.
Pursuant to these regulations and other PRC rules and regulations on currency conversion, Renminbi is
freely convertible for payments of current account items, such as trade and service-related foreign
exchange transactions and dividend payments, but not freely convertible for capital account items, such
as direct investment, loan or investment in securities outside China unless prior approval of the SAFE
or its local counterpart is obtained.

On February 13, 2015, SAFE promulgated the Notice on Further Simplifying and Improving
the Direct Investment-related Foreign Exchange Administration Policies ( B — 5 (L F o B 1%
TG AP FLEUR A1) ) , according to which, entities and individuals may apply for such foreign
exchange registrations from qualified banks. The qualified banks, under the supervision of SAFE, may
directly review the applications and conduct the registration. On March 30, 2015, SAFE promulgated
the Circular on Reforming the Management Approach regarding the Settlement of Foreign Capital of
Foreign-invested ~ Enterprise (B BCEAM 45 E A SESME A S A HEE 7 p0@®n) ) (the
“Circular 19”). According to Circular 19, the foreign exchange capital of foreign-invested enterprises
shall be subject to the Discretionary Foreign Exchange Settlement, which means that the foreign
exchange capital in the capital account of a foreign-invested enterprise for which the rights and
interests of monetary contribution have been confirmed by the local foreign exchange bureau (or the
book-entry registration of monetary contribution by the banks) can be settled at the banks based on the
actual operational needs of the foreign-invested enterprise, and if a foreign-invested enterprise needs to
make further payment from such account, it still needs to provide supporting documents and proceed
with the review process with the banks. Furthermore, Circular 19 stipulates that the use of capital by
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foreign-invested enterprises shall follow the principles of authenticity and self-use within the business
scope of enterprises. The capital of a foreign-invested enterprise and capital in Renminbi obtained by
the foreign-invested enterprise from foreign exchange settlement shall not be used for the following
purposes: (i) directly or indirectly used for payments beyond the business scope of the enterprises or
payments as prohibited by relevant laws and regulations; (ii) directly or indirectly used for investment
in securities unless otherwise provided by the relevant laws and regulations; (iii) directly or indirectly
used for granting entrust loans in Renminbi (unless permitted by the scope of business), repaying inter-
enterprise borrowings (including advances by the third-party) or repaying the bank loans in Renminbi
that have been sub-lent to third parties; or (iv) directly or indirectly used for expenses related to the
purchase of real estate that is not for self-use (except for the foreign-invested real estate enterprises).

The Circular of Further Improving and Adjusting Foreign Exchange Administration Policies on
Foreign Direct Investment ( B #E— 4 Pl A g3 B G /M FLECR W3 A1) ) (the “SAFE
Circular 13”) which became effective on June 1, 2015 and was amended on December 30, 2019,
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 Circular on Reforming and Standardizing the Foreign Exchange Settlement Management
Policy of Capital Account ( B B FNALHE G A SR 45 HEE FEEUR R S) ) (the “Circular 16”), was
promulgated by SAFE on June 9, 2016. Pursuant to Circular 16, enterprises registered in the PRC may
also convert their foreign debts from foreign currency to Renminbi on a self-discretionary basis.
Circular 16 reiterates the principle that Renminbi converted from foreign currency-denominated capital
of a company may not be directly or indirectly used for purposes beyond its business scope or
prohibited by PRC Laws, while such converted Renminbi shall not be provided as loans to its
non-affiliated entities.

On January 26, 2017, SAFE promulgated the Circular on Further Improving Reform of Foreign
Exchange Administration and Optimizing Genuineness and Compliance Verification ( < 5 4MRE
S BRI A A — 20 HEAE AP RS P 0 58 35 UL B BUME SR I8 A1) ), which stipulates several capital control
measures with respect to the outbound remittance of profit from domestic entities to offshore entities,
including: (i) banks should 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 promulgated the Notice for Further Advancing the Facilitation
of Cross-border Trade and Investment ( <[EZ<HMRESR R B HE— 2D (R HE RS b5 52 5) $8& A A AL 10
1) ), which, among other things, allows all FIEs to use Renminbi converted from foreign currency-
denominated capital for equity investments in China, as long as the equity investment is genuine, does
not violate applicable laws, and complies with the negative list on foreign investment. However, since
this circular is newly promulgated, it is unclear how the SAFE and competent banks will carry it out in
practice.

According to the Circular of the State Administration for Foreign Exchange on Optimizing
Foreign Exchange Administration to Support the Development of Foreign-related Business (2 %<4
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R B B AL AR B SRR AP SE RS B R 193 ) (the “SAFE Circular 8”) promulgated and effective
on April 10, 2020 by the SAFE, the reform of facilitating the payments of incomes under the capital
accounts shall be promoted nationwide. Under the prerequisite of ensuring true and compliant use of
funds and compliance and complying with the prevailing administrative provisions on use of income
from capital projects, enterprises which satisfy the criteria are allowed to use income under the capital
account, such as capital funds, foreign debt and overseas listing, etc., for domestic payment, without
the need to provide proof materials for veracity to the bank beforehand for each transaction.

Regulations relating to Labor

According to the Labor Law ( (%#ji%t) ) of the PRC, or the Labor Law, which was
promulgated by the Standing Committee of the National People’s Congress (the “SCNPC”) in July
1994, effective on January 1, 1995, and most recently amended in December 2018, an employer shall
develop and improve its rules and regulations to safeguard the rights of its workers. An employer shall
develop and improve its labor safety and health system, stringently implement national protocols and
standards on labor safety and health, conduct labor safety and health education for workers, guard
against labor accidents and reduce occupational hazards.

The Labor Contract Law ( (% #&17i%) ) of the PRC, which was promulgated by the SCNPC
on June 29, 2007, effective on January 1, 2008, and most recently amended in December 2012, and the
Implementation Regulations on Labor Contract Law ( (@& R EMMGHA]) ), promulgated and
became effective on September 18, 2008, regulate both parties to a labor contract, namely the employer
and the employee, and contain specific provisions involving the terms of the labor contract. It is
stipulated by the Labor Contract Law and the Implementation Regulations on Labor Contract Law that
a labor contract must be made in writing. An employer and an employee may enter into a fixed-term
labor contract, an unfixed term labor contract, or a labor contract that concludes upon the completion
of certain work assignments, after reaching an agreement upon due negotiations. An employer may
legally terminate a labor contract and dismiss its employees after reaching an agreement upon due
negotiations with the employee or by fulfilling the statutory conditions. Labor contracts concluded
prior to the enactment of the Labor Contract Law and subsisting within the validity period thereof shall
continue to be honored. With respect to a circumstance where a labor relationship has already been
established but no formal contract has been made, a written labor contract shall be entered into within
one month from the effective date of the Labor Contract Law. In addition, the Labor Contract Law also
imposes requirements on the use of employees of temp agencies, who are known in China as
“dispatched workers”. Dispatched workers are entitled to equal pay with fulltime employees for equal
work. Employers are only allowed to use dispatched workers for temporary, auxiliary or substitutive
positions. The Interim Provisions on Labor Dispatching ( (IR E1THE) ), issued by the
Ministry of Human Resources and Social Security of the People’s Republic of China, on January 24,
2014 and came into effect on March 1, 2014, requires the number of dispatched workers to not exceed
10% of the total number of employees.

Enterprises in China are required by PRC laws and regulations to participate in certain
employee benefit plans, including social insurance funds, namely a pension plan, a medical insurance
plan, an unemployment insurance plan, a work-related injury insurance plan and a maternity insurance
plan, and a housing provident fund, and contribute to the plans or funds in amounts equal to certain
percentages of salaries, including bonuses and allowances, of the employees as specified by the local
government from time to time at locations where they operate their businesses or where they are
located. According to the Social Insurance Law ( <& {&Fgi%) ) of the PRC, an employer that fails to
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make social insurance contributions may be ordered to rectify the non-compliance and pay the required
contributions within a stipulated deadline and be subject to a late fee of up to 0.05% or 0.2% per day,
as the case may be. If the employer still fails to rectify the failure to make social insurance
contributions within the stipulated deadline, it may be subject to a fine ranging from one to three times
the amount overdue. According to the Regulations on Management of Housing Fund ( {(fEFE AR &%
HEfBI) ), an enterprise that fails to make housing fund contributions may be ordered to rectify the
noncompliance and pay the required contributions within a stipulated deadline; otherwise, an
application may be made to a local court for compulsory enforcement.

Regulations relating to Overseas Listing and M&A

On August 8, 2006, six PRC governmental and regulatory agencies, including the MOFCOM
and the CSRC, jointly promulgated the Regulations on Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors ( B AMNE 43 &4 i b A A 2RI HLE ) ) (the “M&A Rules”), a new
regulation with respect to the mergers and acquisitions of domestic enterprises by foreign investors that
became effective on September 8, 2006 and revised on June 22, 2009. Foreign investors shall comply
with the M&A rules when they purchase equity interests of a domestic company or subscribe for the
increased capital of a domestic company, and thus changing the nature of the domestic company into a
foreign- invested enterprise; or when the foreign investors establish a foreign-invested enterprise in the
PRC for the purpose of purchasing the assets of a domestic company and operating the asset; or when
the foreign investors purchase the asset of a domestic company, establish a foreign-invested enterprise
by injecting such assets, and operate the assets. The M&A rules, among other things, purports to
require that an offshore special vehicle, or a special purpose vehicle, formed for listing purposes and
controlled directly or indirectly by PRC companies or individuals, shall obtain the approval of the
CSRC prior to the listing and trading of such special purpose vehicle’s securities on an overseas stock
exchange.

Regulations relating to Anti-Monopoly

The currently effective Anti-Monopoly Law of PRC ( % A AN 2 BEET:) ) (the “Anti-
Monopoly Law”) was promulgated by SCNPC in 2007, and SAMR has sought public comments on
the Draft Amendment to the Anti-Monopoly Law (the “Draft for Comment”) in January 2020.
Pursuant to the Anti-Monopoly Law, 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. On February 7, 2021, the Anti-Monopoly Committee of
the State Council promulgated the Anti-Monopoly Guidelines for the Internet Platform Economy
Sector ( BT & £ E Y R BEBT 5 ) ) which stipulates that any concentration of undertakings
involving variable interest entities (VIE) shall fall within the scope of anti-monopoly review.
Moreover, the Draft for Comment also suggests that when a foreign investor participates in the
concentration of undertakings by merging and acquiring a domestic enterprise or by any other means,
the matter may also be subject to review on national security as is required by the relevant regulations.

Regulations relating to Dividend Distribution

The principal regulations governing distribution of dividends of wholly foreign-owned
enterprise, or WFOE, include the PRC Company Law ( {## AR IAE A FL) ), the PRC Foreign
Investment Law ( (¥ ANRILAESMEED) ) and the Implementation Rules of the Foreign
Investment Law ( {3 A\ RILFNE S B & A E a1 ). Under these regulations, wholly foreign-
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owned enterprises in China may pay dividends only out of their accumulated profits, if any, determined
in accordance with the PRC accounting standards and regulations. In addition, Foreign invested
enterprises in the PRC are required to allocate at least 10% of their accumulated profits each year, if
any, to fund certain reserve funds unless these reserves have reached 50% of the registered capital of
the enterprises. These reserves are not distributable as cash dividends.
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