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

may affect our business activities.

OVERVIEW OF THE LAWS AND REGULATIONS RELATING TO OUR BUSINESS
AND OPERATIONS IN HONG KONG

As we provide online brokerage services primarily from our subsidiaries in Hong Kong,

our business operations are subject to the laws of Hong Kong. The key laws and regulations

which relate to our business and operations in Hong Kong are summarized as follows:

Introduction

The Securities and Futures Ordinance, or the SFO, including its subsidiary legislation, is

the principal legislation regulating the securities and futures industry in Hong Kong, including

the regulation of securities, futures and leveraged foreign exchange markets, the offering of

investments to the public in Hong Kong, and intermediaries and their conduct of regulated

activities. In particular, Part V of the SFO deals with licensing and registration matters.

The SFO is administered by the SFC which is an independent statutory body in Hong

Kong set up to regulate the securities and futures markets and the non-bank leveraged foreign

exchange market in Hong Kong.

In addition, the Companies (Winding Up and Miscellaneous Provisions) Ordinance

(Chapter 32 of the Laws of Hong Kong), or the CWUMPO, including its subsidiary legislation

provides that the SFC is responsible for authorizing the registration of prospectuses for

offerings of shares and debentures in Hong Kong and/or granting exemptions from strict

compliance with the provisions in the CWUMPO. The SFO provides that the SFC is also

responsible for authorizing certain securities (including the relevant offering documents) that

are not shares or debentures.

The Hong Kong securities and futures industry (with respect to listed instruments) is also

governed by the rules and regulations introduced and administered by the Hong Kong Stock

Exchange and the Hong Kong Futures Exchange.
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Types of regulated activities

The SFO provides a licensing regime where a person needs to obtain a license to carry

on a business in any of the following regulated activities as defined in Schedule 5 to the SFO:

License Regulated Activity(1)

License ����� Regulated Activity
Type 1: ����� Dealing in securities
Type 2: ����� Dealing in futures contracts
Type 3: ����� Leveraged foreign exchange trading
Type 4: ����� Advising on securities
Type 5: ����� Advising on futures contracts
Type 6: ����� Advising on corporate finance
Type 7: ����� Providing automated trading services
Type 8: ����� Securities margin financing
Type 9: ����� Asset management
Type 10: ���� Providing credit rating services
Type 11: ���� Dealing in OTC derivative products or advising on OTC derivative

products(2)

Type 12: ���� Providing client clearing services for OTC derivative transactions(3)

Notes:

(1) On September 27, 2019, the SFC launched a consultation on a proposal to regulate depositaries of
SFC-authorized collective investment schemes. Depositaries operating in Hong Kong would be licensed
by or registered with the SFC for a new type of regulated activity (Type 13 (acting as a depositary
(trustee/custodian) of a SFC-authorized collective investment scheme)) and be subject to the ongoing
supervision of the SFC or the HKMA. As of the Latest Practicable Date, the consultation is still ongoing
and the licensing requirement with respect to Type 13 regulated activity is not yet in operation.

(2) The amendments to the SFO in relation to Type 11 regulated activity are not yet in operation. The day
on which the Type 11 regulated activity will come into operation will be appointed by the Secretary for
Financial Services and the Treasury Bureau by notice published in the Gazette.

(3) The Type 12 regulated activity added by the Securities and Futures (Amendment) Ordinance 2014 (6 of
2014) came into operation on September 1, 2016, in so far as it relates to paragraph (c) of the new
definition of excluded services in Part 2 of Schedule 5 to the SFO. The licensing requirement with
respect to Type 12 regulated activity is not yet in operation and the effective date will be appointed by
the Secretary for Financial Services and the Treasury Bureau by notice published in the Gazette.
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As of the Latest Practicable Date, Futu International Hong Kong was licensed under the

SFO to conduct the following regulated activities:

Regulated Activities by Type of License

Futu International

Hong Kong �����

Type 1, Type 2, Type 3(1), Type 4, Type 5, Type 7(2) and Type 9(3)

Notes:

(1) The following condition is currently imposed on Futu International Hong Kong in relation to Type 3
regulated activity:

(i) the licensee shall not provide discretionary account services to clients.

(2) The following conditions are currently imposed on Futu International Hong Kong in relation to Type 7
regulated activity:

(i) the licensee or any company within the same group of companies as the licensee shall not engage
in any principal trading activities in the platform.

(ii) the licensee shall: (1) notify the SFC of any incident of material service breakdown or disruption
of the operations of the platform affecting its clients within one business day. (2) provide the SFC
with any updated independent review report of the platform when available. (3) provide the SFC
with the following reports within two weeks after the end of each month or upon request: (a) a
statistical summary of shares allotted pursuant to an initial public offering for which transactions
have been executed; (b) a statistical summary of transaction volume, expressed in number of
trades; number of shares traded; and total settlement value in respect of each issuer’s shares
reported in (a) above; (c) a statistical summary of transaction volume expressed in total
settlement value by each of the top ten clients in respect of each issuer’s shares reported in (a)
above; (d) an analysis of (i) amount receivable from each of the top ten clients; and (ii) amount
payable to each of the top ten clients arising from dealing in each issuer’s shares reported in (a)
above, including, the name of each client and type of client account (i.e. cash or margin account)
and relevant amount receivable or payable to each client at the end of the trading day; (e) a
statistical summary of total number of clients participated in the pre-initial public offering trading
with breakdown into different client types in each issuer’s shares reported in (a) above; and (f)
a statistical summary of total value of trades recorded in the pre-initial public offering trading
with breakdown into trades executed for different client types in each issuer’s shares reported in
(a) above. (4) for the avoidance of doubt, have arrangements in place to ensure that it and its
clients will be able to comply with the Client Identity Rule Policy issued by the SFC. (5) upon
request, provide the SFC with: (a) a list of all clients who have access to the platform; and (b)
a list of all clients who have placed orders or traded on the platform in respect of any particular
trading day.

(iii) the licensee shall: (1) have appropriate arrangements in place that enable it to: (a) monitor orders
placed into and transactions undertaken on the platform to identify suspected breaches of any
rules relating to fair and orderly trading on the platform and conduct that may constitute market
abuse; (b) report to the SFC as soon as practicable any suspected breaches of its rules relating to
fair and orderly trading on the platform or suspected market abuse; and (c) upon request from the
SFC, supply relevant information to the SFC as soon as practicable regarding any suspected
breaches or suspected market abuse and provide full assistance to the SFC in inquiring into or
investigating the suspected breaches or suspected market abuse. (2) notify the SFC of any
material changes to the matters specified below, prior to the changes taking effect: (a) corporate
structure and governance arrangements; (b) business plans or operations; (c) the platform
(including changes in trading rules, operating hours, operator of the system, hardware, software,
and other technology); and (d) its contractual responsibilities for clients of the platform. (3)
notify the SFC as soon as practicable of the causes, or possible causes, of and the remedial actions
for material delay or failure to the operation of the platform effecting the clients upon its
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occurrence. (4) notify the SFC as soon as practicable of any suspected breaches of its rules
relating to fair and orderly trading on the platform or suspected market abuse. (5) put in place
appropriate business continuity plans and disaster recovery programmes for its operations and the
platform and notify the SFC of any material changes to the plans or programmes.

(iv) the licensee shall: (1) only provide Automated Trading Services via an electronic trading
platform, for the purpose of trading shares allotted pursuant to an initial public offering only on
the day immediately before their official listing on The Stock Exchange of Hong Kong Limited
(SEHK). (2) have controls that: (a) are designed to ensure the integrity of its trading
methodology; and (b) enable fair and orderly trading on the platform. (3) provide sufficient
pre-trade order information and post-trade transaction information to its clients. (4) have
appropriate arrangements in place that ensure the required information about executed
transactions of shares allotted pursuant to an initial public offering is reported to SEHK in the
prescribed manner and within the prescribed time limit in accordance with the rules of SEHK. (5)
have appropriate arrangements in place to minimise the settlement failure of executed
transactions. (6) have appropriate written policies and procedures to handle outstanding orders
and executed transactions under contingency situations including, but not limited to, (a)
postponement, cancellation or alternation to the terms and conditions of an initial public offering;
(b) suspension, breakdown, or disruption of the platform; and (c) adverse weather like typhoon
or black rainstorm. These policies and procedures should be provided to its clients prior to their
using of the platform. (7) keep for a period of not less than seven years the following records in
respect of the activities on the platform in such a manner as to enable them to be readily
accessible and readily convertible into written form in the Chinese or English language; and
provide any of those records to the SFC upon request: (a) client details, including their registered
names and addresses, dates of admission and cessation, authorised traders and related details, and
client agreements; (b) details of restricting, suspending, or terminating any client’s access,
including related reasons; (c) all notices and other information, whether written or communicated
through electronic means, provided to clients generally; (d) routine daily and monthly summary
of trading on the platform including: (i) shares allotment details of clients pursuant to an initial
public offering; and (ii) transaction volume, expressed in number of trades; number of shares
traded; and total settlement value. (8) keep for a period of not less than two years time-sequenced
records of orders and any other actions or activities on the platform as particularised below in
such a manner as to enable them to be readily accessible and readily convertible into written form
in the Chinese or English language; and provide any of those records to the SFC upon request:
(a) date and time that the order was received, executed, modified, cancelled and expired (where
applicable); (b) identity of the client and authorised trader initiating the entry, modification,
cancellation and execution of the order; (c) particulars of the order and any subsequent
modification and execution of the order (where applicable), including but not limited to, the
shares involved, the size and side (buy or sell) of the order, the order type, and any order
designation, time and price limit and other conditions specified by the client initiating the order;
and (d) particulars of the allocation and re-allocation (where applicable) of an execution.

(3) The following conditions are currently imposed on Futu International Hong Kong in relation to Type 9
regulated activity:

(i) the licensee shall not provide a service of managing a portfolio of futures contracts for another
person; and

(ii) the licensee shall only provide services to “professional investors” as defined under the SFO and
its subsidiary legislation.
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In addition to the above licenses granted to Futu International Hong Kong by the SFC,

Futu Lending Limited also holds a money lenders license issued by the licensing court under

the Money Lenders Ordinance, which allows it to provide loans to its clients in its ordinary

course of business. Furthermore, Futu International Hong Kong has been registered as a

Mandatory Provident Fund Intermediary with the Mandatory Provident Fund Schemes

Authority in Hong Kong since August 2020.

Overview of Licensing Requirements under the SFO

Under the SFO, any person who carries on a business in a regulated activity or holds itself

out as carrying on a business in a regulated activity must be licensed under the relevant

provisions of the SFO to carry on that regulated activity, unless any exemption under the SFO

applies. This applies to a corporation carrying on a business in a regulated activity and to any

individuals acting on behalf of that corporation in carrying on such activities, as further

described below. It is an offense for a person to conduct any regulated activity without the

appropriate license issued by the SFC.

Further, if a person (whether by itself or another person on his behalf, and whether in

Hong Kong or from a place outside of Hong Kong) actively markets to the public in Hong

Kong any services that it provides and such services, if provided in Hong Kong, would

constitute a regulated activity, then that person is also subject to the licensing requirements

under the SFO.

Responsible Officers

In order for a licensed corporation to carry on any of the regulated activities, it must

appoint no less than two Responsible Officers for each regulated activity conducted by a

licensed corporation, at least one of whom must be an executive director, to supervise each

regulated activity.

An “executive director” of a licensed corporation is defined as a director of the

corporation who (a) actively participates in or (b) is responsible for directly supervising, the

business of a regulated activity or activities for which the corporation is licensed. Every

executive director of the licensed corporation who is an individual must apply to the SFC to

be approved as a Responsible Officer of such licensed corporation in relation to the regulated

activities.
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Managers-in-Charge of Core Functions, or MICs

A licensed corporation is required to designate certain individuals as MICs and provide

to the SFC information about its MICs and their reporting lines. MICs are individuals

appointed by a licensed corporation to be principally responsible, either alone or with others,

for managing each of the following eight core functions of the licensed corporation:

(a) overall management oversight;

(b) key business lines;

(c) operational control and review;

(d) risk management;

(e) finance and accounting;

(f) information technology;

(g) compliance; and

(h) anti-money laundering and counter-terrorist financing.

The management structure of a licensed corporation (including its appointment of MICs)

should be approved by the board of the licensed corporation. The board should ensure that each

of the licensed corporation’s MICs has acknowledged his or her appointment as MIC and the

particular core function(s) for which he or she is principally responsible.

Licensed Representatives

In addition to the licensing requirements for corporations that carry on regulated

activities, any individual who:

(a) performs any regulated function for his principal which is a licensed corporation in

relation to a regulated activity carried on as a business; or

(b) holds himself out as performing such regulated function,

must separately be licensed under the SFO as a Licensed Representative accredited to his

principal.
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Fit and Proper Requirement

Persons who apply for licenses to carry on regulated activities under the SFO must satisfy,
and continue to satisfy the SFC after the grant of such licenses by the SFC, that they are fit and
proper persons to be so licensed. The Fit and Proper Guidelines issued by the SFC under
section 399 of the SFO summaries certain matters that the SFC will generally consider when
determining whether the applicant is a fit and proper person to be licensed under the SFO.
Effective from January 1, 2022, the additional fit and proper guidelines for corporations and
authorized financial institutions applying or continuing to act as sponsors and compliance
advisers are addressed under the Guidelines on Competence and Guidelines on Continuous
Professional Training.

Under the Fit and Proper Guidelines, the SFC will consider the following matters of the
applicant in addition to any other issues as it may consider to be relevant:

(a) the financial status or solvency;

(b) the educational or other qualifications or experience having regard to the nature of
the functions to be performed;

(c) the ability to carry on the regulated activity competently, honestly and fairly; and

(d) the reputation, character, reliability and financial integrity.

The SFC will consider the above matters in respect of the person (if an individual), the
corporation and any of its officers (if a corporation) or the institution, its directors, chief
executive, managers and executive officers (if an authorized financial institution).

In addition to the above, the SFC may also take into account of the following matters:

(a) any decisions made by the HKMA, the Insurance Authority, the Mandatory
Provident Fund Schemes Authority or any other authorities or organizations
performing similar functions as those of SFC (in the SFC’s opinion) whether in
Hong Kong or elsewhere in respect of the applicant;

(b) any information relating to:

(i) any person who is or is to be employed by, or associated with, the applicant for
the purpose of the regulated activity in question;

(ii) any person who will be acting for or on behalf of the applicant in relation to
the regulated activity in question; and

(iii) if the applicant is a corporation in a group of companies, any other corporation
within the same group of companies or any substantial shareholder or officer
of any such corporation;
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(c) whether the applicant has established effective internal control procedures and risk

management systems to ensure its compliance with all applicable regulatory

requirements under any of the relevant provisions; and

(d) the state of affairs of any other business which the person carries on or proposes to

carry on.

Continuing Obligations of Licensed Corporations

Licensed corporations, Licensed Representatives and Responsible Officers must remain

fit and proper at all times. They are required to comply with all applicable provisions of the

SFO and its subsidiary rules and regulations, as well as the codes and guidelines issued by the

HK SFC.

Outlined below are some of the key continuing obligations of our licensed corporations

under the SFO:

• maintenance of minimum paid-up share capital and liquid capital, and submission of

financial resources returns to the SFC in accordance with the requirements under the

Securities and Futures (Financial Resources) Rules of Hong Kong (“FRR”);

• maintenance of segregated account(s), and custody and handling of client securities

in accordance with the requirements under the Securities and Futures (Client

Securities) Rules (Chapter 571H of the Laws of Hong Kong);

• maintenance of segregated account(s), and holding and payment of client money in

accordance with the requirements under the Securities and Futures (Client Money)

Rules (Chapter 571I of the Laws of Hong Kong);

• issuance of contract notes, statements of account and receipts in accordance with the

requirements under the Securities and Futures (Contract Notes, Statements of

Account and Receipts) Rules (Chapter 571Q of the Laws of Hong Kong);

• maintenance of proper records in accordance with the requirements prescribed under

the Securities and Futures (Keeping of Records) Rules (Chapter 571O of the Laws

of Hong Kong);

• submission of audited accounts and other required documents in accordance with the

requirements under the Securities and Futures (Accounts and Audit) Rules (Chapter

571P of the Laws of Hong Kong);

• maintenance of insurance against specific risks for specified amounts in accordance

with the requirements under the Securities and Futures (Insurance) Rules (Chapter

571AI of the Laws of Hong Kong);
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• payment of annual fees and submission of annual returns to the SFC within one

month after each anniversary date of the license;

• notification to the SFC of certain changes and events in accordance with the

requirements under the Securities and Futures (Licensing and Registration)

(Information) Rules (Chapter 571S of the Laws of Hong Kong);

• notification to the SFC of any changes in the appointment of MICs or any changes

in certain particulars of MICs pursuant to the Circular to Licensed Corporations

Regarding Measures for Augmenting the Accountability of Senior Management

dated December 16, 2016 issued by the SFC;

• compliance with the continuous professional training and related record keeping

requirements under the Guidelines on Continuous Professional Training issued by

the SFC;

• implementation of appropriate policies and procedures relating to client acceptance,

client due diligence, record keeping, identification and reporting of suspicious

transactions and staff screening, education and training in accordance with the

requirements under the Guideline on Anti-Money Laundering and Counter-

Financing of Terrorism (For Licensed Corporations) issued by the SFC, or the

AMLCTF Guideline;

• compliance with the business conduct requirements under the Code of Conduct for

Persons Licensed by or Registered with the SFC, the Management, Supervision and

Internal Control Guidelines for Persons Licensed by or Registered with the

Securities and Futures Commission, the Fund Manager Code of Conduct and the Fit

and Proper Guidelines;

• compliance with employee dealings requirements under the Code of Conduct for

Persons Licensed by or Registered with the Securities and Futures Commission,

which requires licensed corporations to implement procedures and policies on

employee trading, to actively monitor the trading activities in their employees’

accounts and their related accounts;

• compliance with the Advertising Guidelines Applicable to Collective Investment

Schemes Authorized under the Product Codes, the Guidelines on Disclosure of Fees

and Charges Relating to Securities Services and other applicable codes, circulars

and guidelines issued by the SFC; and

• compliance with the requirements in relation to provision of order execution,

distribution or advisory services in respect of investment products via online

platforms under the Guidelines on Online Distribution and Advisory Platforms

issued by the SFC.
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The Securities and Futures (Financial Resources) Rules of Hong Kong

Subject to certain exemptions specified under the FRR, a licensed corporation is required
to maintain minimum paid-up share capital in accordance with the FRR. The following table
sets out a summary of the key requirements on minimum paid-up share capital under the FRR
which are applicable to Futu International Hong Kong:

Regulated Activities

Minimum
Amount of Paid-up

Share Capital

Futu International
Hong Kong � � � � �

A corporation licensed for Type 1, Type 2, Type 3,
Type 4, Type 5, Type 7 and Type 9 regulated
activities

HK$30,000,000

In addition, the FRR also requires a licensed corporation to maintain minimum liquid
capital. The minimum liquid capital requirements under the FRR that are applicable to Futu
International Hong Kong are the higher of the amount of (a) and (b) below:

(a) the amount of:

Regulated Activities

Minimum
Amount of Paid-up

Share Capital

Futu International
Hong Kong � � �

A corporation licensed for Type 1, Type 2, Type 3,
Type 4, Type 5, Type 7 and Type 9 regulated
activities

HK$15,000,000

(b) in the case of a corporation licensed for Type 3 regulated activity (whether or not
it is also licensed for any other regulated activity), means the sum of its variable
required liquid capital which means 5% of the aggregate of (i) its adjusted liabilities,
(ii) the aggregate of the initial margin requirements in respect of outstanding futures
contracts and outstanding unlisted options contracts held by it on behalf of its
clients, and (iii) the aggregate of the amounts of margin required to be deposited in
respect of outstanding futures contracts and outstanding unlisted options contracts
held by it on behalf of its clients, to the extent that such contracts are not subject to
the requirement of payment of initial margin requirements and 1.5% of its aggregate
gross foreign currency position which means the aggregate of (i) the value of assets,
other than fixed assets, beneficially owned by Futu International Hong Kong which
are denominated in the foreign currency, (ii) all of Futu International Hong Kong’s
on-balance sheet liabilities, other than excluded liabilities, which are denominated
in the foreign currency and (iii) the aggregate of the total amount of the foreign
currency in respect of which Futu International Hong Kong is exposed to the risk of
a decline or rise in the value of the foreign currency under outstanding contracts
(including spot contracts).
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Securities and Futures (Client Securities) Rules (Chapter 571H of the Laws of Hong
Kong) (the “Client Securities Rules”)

The repledging limit stipulated under section 8A of the Client Securities Rules applies to

an intermediary which is licensed for dealing in securities and/or securities margin financing

and where the intermediary or an associated entity of such intermediary repledges securities

collateral of the intermediary. On each business day, the intermediary shall ascertain the

aggregate market value of the repledged securities collateral, which shall be calculated by

reference to the respective closing prices of the collateral on that business day.

Pursuant to section 8A of the Client Securities Rules, if the aggregate market value of the

repledged securities collateral as calculated above exceeds 140% of the intermediary’s

aggregate margin loans on the same business day, or the Relevant Day, the intermediary shall

by the close of business on the next business day following the Relevant Day, or the Specified

Time, withdraw, or causes to be withdrawn, from deposit an amount of repledged securities

collateral such that the aggregate market value of the repledged securities collateral at the

Specified Time, which is calculated by reference to the respective closing prices on the

Relevant Day, does not exceed 140% of the intermediary’s aggregate margin loans as of the

close of business on the Relevant Day.

Exchange and Clearing Participantship

As of the Latest Practicable Date, Futu International Hong Kong was a participant of the

following:

Exchange/Clearing House Type of Participantship

The Stock Exchange of Hong Kong

Limited (SEHK) ��������������

Participant

China Connect Exchange Participant
Options Trading Exchange Participant

Hong Kong Securities Clearing

Company Limited (HKSCC) �����

Direct Clearing Participant

China Connect Clearing Participant

SEHK Options Clearing House

Limited (SEOCH) �������������

Direct Clearing Participant

HKFE Clearing Corporation Limited

(HKCC)���������������������

Clearing Participant

Hong Kong Futures Exchange

Limited (HKFE) ��������������

Futures Commission Merchant
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Trading Rights

In addition to the licensing requirements under the SFO, the rules promulgated by the

Stock Exchange of Hong Kong and the Hong Kong Futures Exchange require any person who

wishes to trade on or through their respective facilities to hold a trading right, or Trading Right.

The Trading Right confers on its holder the eligibility to trade on or through the relevant

exchange. However, the holding of a Trading Right does not, of itself, permit the holder to

actually trade on or through the relevant exchange. In order to do this, it is also necessary for

the person to be registered as a participant of the relevant exchange in accordance with its

rules, including those requiring compliance with all relevant legal and regulatory requirements.

The Stock Exchange of Hong Kong Trading Rights and the Hong Kong Futures Exchange

Trading Rights are issued by the Stock Exchange of Hong Kong and the Hong Kong Futures

Exchange at a fee and in accordance with the procedures set out in their respective rules.

Alternatively, the Stock Exchange of Hong Kong Trading Rights and the Hong Kong Futures

Exchange Trading Rights can be acquired from existing Trading Right holders subject to the

rules of the respective exchanges.

Exchange Participantship

The table below sets out a summary of the key requirements for becoming an exchange

participant of the relevant exchange:

Stock Exchange Participant/Stock Options
Exchange Participant

Futures Exchange
Participant

Legal Status� � � � � � � � Being a company limited by shares incorporated

in Hong Kong

SFC Registration� � � � � Being a licensed corporation qualified to carry out

Type 1 regulated activity under the SFO

Being a licensed

corporation qualified

to carry out Type 2

regulated activity

under the SFO

Trading Right � � � � � � � Holding a Stock Exchange Trading Right Holding a Futures

Exchange Trading

Right

Financial Standing� � � � Having good financial standing and integrity

Financial Resources

Requirement � � � � � �

Complying with the minimum capital requirement,

liquid capital requirement and other financial

resources requirements as specified by the FRR
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Clearing Participantship

An entity must be an exchange participant of the relevant exchange before it can become

a clearing participant of the following clearing houses, namely the HKSCC, HKCC and

SEOCH.

HKSCC

HKSCC has, among others, two categories of participantship: (1) the Direct Clearing

Participant; and (2) the General Clearing Participant. The requirements of Direct Clearing

Participantship are as follows:

• to be an Exchange Participant of the Stock Exchange of Hong Kong;

• to undertake to (i) sign a participant agreement with HKSCC; (ii) pay to HKSCC an

admission fee of HK$50,000 in respect of each Stock Exchange Trading Right held

by it; and (iii) pay to HKSCC its contribution to the guarantee fund of HKSCC as

determined by HKSCC from time to time subject to a minimum cash contribution of

the higher of HK$50,000 or HK$50,000 in respect of each Stock Exchange Trading

Right held by it;

• to open and maintain a single current account with one of the CCASS designated

banks and execute authorizations to enable the designated bank to accept electronic

instructions from HKSCC to credit or debit the account for CCASS money

settlement, including making payment to HKSCC;

• to provide a form of insurance to HKSCC as security for liabilities arising from

defective securities deposited by it into CCASS, if so required by HKSCC; and

• to have a minimum liquid capital of HK$3,000,000.

SEOCH

SEOCH has two categories of participantship: (1) the Direct Clearing Participant; and

(2) the General Clearing Participant. The requirements of Direct Clearing Participantship are

as follows:

• be an Options Trading Exchange Participant of the Stock Exchange of Hong Kong;

• have in place procedures and a back office computer system appropriate to the type

of SEOCH Participant applied for;
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• have a liquid capital of not less than the higher of:

(a) its required liquid capital under the Securities and Futures (Financial

Resources) Rules; or

(b) HK$5,000,000; and

• contribute HK$1,500,000 to the reserve fund under the rules of SEOCH.

HKCC

HKCC has two categories of participantship: (1) the General Clearing Participant; and

(2) the Clearing Participant. The requirements of Clearing Participantship are as follows:

• be an Exchange Participant of the Hong Kong Futures Exchange;

• have a liquid capital of not less than the higher of:

(a) its required liquid capital under the Securities and Futures (Financial

Resources) Rules; or

(b) HK$5,000,000; and

• contribute HK$1,500,000 participant deposit to the reserve fund under the rules of

HKCC.

China Connect Exchange Participant

China Connect is open to all Exchange Participants, but Exchange Participants who wish

to participate must satisfy certain eligibility requirements published on the Stock Exchange

website at http://www.hkex.com.hk/mutualmarket.

Only the following Exchange Participants shall be eligible to apply for registration and

to remain registered as China Connect Exchange Participants: (1) Exchange Participants that

are CCASS Clearing Participants, and (2) Exchange Participants that are not CCASS Clearing

Participants but have entered into a valid, binding and effective CCASS Clearing Agreement

with a CCASS GCP which is and remains registered by HKSCC as a China Connect CCASS

Clearing Participant for the clearing of its China Connect Securities Trades (capitalized terms

of which are defined in the Rules of the Hong Kong Stock Exchange).

The Stock Exchange may publish the China Connect Exchange Participant Registration

Criteria (as defined in the Rules of the Stock Exchange) and a list of the China Connect

Exchange Participants registered from time to time on the website of the Stock Exchange or

by other means that it considers appropriate.
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China Connect Clearing Participant

Only China Connect Clearing Participants may use China Connect Clearing Services

relating to the clearing and settlement of China Connect Securities Trades. The requirements

for being accepted for registration and remaining registered as a China Connect Clearing

Participant are as follows:

• to be a Direct Clearing Participant or a General Clearing Participant;

• to undertake to pay HKSCC such amount of Mainland Settlement Deposit, Mainland

Security Deposit, Marks and Collateral as may be specified by HKSCC in

accordance with the Operational Procedures of HKSCC in relation to CCASS; and

• to meet all other relevant China Connect Clearing Participant Registration Criteria.

HKSCC may from time to time prescribe additional eligibility criteria for participants to

be accepted for registration and to remain registered as China Connect Clearing Participants.

HKSCC may publish the China Connect Clearing Participant Registration Criteria and a list of

China Connect Clearing Participants on the website of the Stock Exchange or by other means

that it considers appropriate.

Anti-Money Laundering and Counter-Terrorist Financing

Licensed corporations are required to comply with the applicable anti-money laundering

and counter-terrorist financing laws and regulations in Hong Kong as well as the AMLCTF

Guideline and the Prevention of Money Laundering and Terrorist Financing Guideline issued

by the Securities and Futures Commission for Associated Entities.

The AMLCTF Guideline provides practical guidance to assist licensed corporations and

their senior management in formulating and implementing their own policies, procedures and

controls in order to meet applicable legal and regulatory requirements in Hong Kong. Under

the AMLCTF Guideline, licensed corporations should, among other things:

• assess the risks of any new products and services before they are introduced and

ensure that appropriate additional measures and controls are implemented to

mitigate and manage the risks associated with money laundering and terrorist

financing;

• consider the delivery and distribution channels (which may include sales through

online, postal or telephone channels where a non-face-to-face account opening

approach is used and business sold through intermediaries) and the extent to which

they are vulnerable to abuse for money laundering and terrorist financing;

REGULATIONS

– 219 –



• identify the client and verify the client’s identity and any beneficial owner’s identity

by reference to any documents, information or data from reliable and independent

sources, and take steps from time to time to ensure that the client information

obtained is up-to-date and relevant;

• conduct on-going monitoring of activities of the clients to ensure that they are

consistent with the nature of business, the risk profile and source of funds, as well

as identify transactions that are complex, large or unusual, or patterns of

transactions that have no apparent economic or lawful purpose and which may

indicate money laundering and terrorist financing;

• maintain a database of names and particulars of terrorist suspects and designated

parties which consolidates the information from various lists that have been made

known to them, as well as conduct comprehensive on-going screening of the client

database; and

• conduct on-going monitoring for identification of suspicious transactions and ensure

compliance with their legal obligations of reporting funds or property known or

suspected to be proceeds of crime or terrorist property to the Joint Financial

Intelligence Unit, a unit jointly run by the Hong Kong Police Force and the Hong

Kong Customs and Excise Department to monitor and investigate suspicious

financial or money laundering activities.

We set out below a brief summary of the principal legislation in Hong Kong that is

concerned with anti-money laundering and counter-terrorist financing.

Anti-Money Laundering and Counter-Terrorist Financing Ordinance (Chapter 615 of the

Laws of Hong Kong), or the AMLO

Among other things, the AMLO imposes on certain institutions (which include licensed

corporations as defined under the SFO) certain requirements relating to customer due diligence

and record-keeping. The AMLO empowers the relevant regulatory authorities to supervise

compliance with the requirements under the AMLO. In addition, a financial institution must

take all reasonable measures to (1) ensure that proper safeguards exist to prevent contravention

of specific provisions in the AMLO, and (2) mitigate money laundering and terrorist financing

risks.

Licensing Requirements for Trust or Company Service Providers (“TCSP”) under the AMLO

A person who carries on or wishes to carry on a trust or company service business in Hong

Kong is required to apply for a licence under the AMLO, unless any exemption under the

AMLO applies. The Companies Registry of Hong Kong is responsible for the administration

of the licensing regime for TCSPs. It is an offense for a person to carry on a trust or company

service business in Hong Kong without a licence.
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A TCSP licence, once granted, will generally be valid for three years. The Companies

Registry of Hong Kong is empowered to grant, refuse to grant, renew, suspend or revoke a

licence, and impose or vary any conditions in relation to a licence. TCSP licensees are required

to obtain prior approval from the Registrar of Companies of Hong Kong before any person

becomes an ultimate owner, a partner or a director of a licensee. They should also give

notifications to the Registrar of Companies of Hong Kong of any changes in particulars

previously provided in connection with an application for the grant or renewal of a licence

within one month of the change. A TCSP licensee who intends to cease to carry on the trust or

company service business is also required to, before the intended date of cessation, notify the

Registrar of Companies of Hong Kong of that intention and the intended date of cessation.

TCSP licensees are also required to comply with the statutory customer due diligence and

record-keeping requirements as set out in Schedule 2 to the AMLO.

The Companies Registry of Hong Kong published the “Guideline on Licensing of Trust

or Company Service Providers” to provide information on the licensing requirements and the

“Guideline on Compliance of Anti-Money Laundering and Counter-Terrorist Financing

Requirements for Trust or Company Service Providers” to provide guidance on the ongoing

obligations of TCSP licensees. The register of licensees, which contains the name and business

address of every TCSP licensee, is maintained by the Registrar of Companies of Hong Kong

and is available for public inspection.

Drug Trafficking (Recovery of Proceeds) Ordinance (Chapter 405 of the Laws of Hong

Kong), or the DTROP

Among other things, the DTROP contains provisions for the investigation of assets

suspected to be derived from drug trafficking activities, the freezing of assets on arrest and the

confiscation of the proceeds from drug trafficking activities by the competent authorities. It is

an offense under the DTROP for a person to deal with any property knowing or having

reasonable grounds to believe it to represent the proceeds from drug trafficking. The DTROP

requires a person to report to an authorized officer if he/she knows or suspects that any

property (in whole or in part directly or indirectly) represents the proceeds of drug trafficking

or is intended to be used or was used in connection with drug trafficking, and failure to make

such disclosure constitutes an offense under the DTROP.

Organized and Serious Crimes Ordinance (Chapter 455 of the Laws of Hong Kong), or the

OSCO

Among other things, the OSCO empowers officers of the Hong Kong Police Force and the

Hong Kong Customs and Excise Department to investigate organized crime and triad activities,

and confers jurisdiction on the Hong Kong courts to confiscate the proceeds of organized and

serious crimes, to issue restraint orders and charging orders in relation to the property of

defendants of specified offenses under the OSCO. The OSCO extends the money laundering

offense to cover the proceeds from all indictable offenses in addition to drug trafficking.
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United Nations (Anti-Terrorism Measures) Ordinance (Chapter 575 of the Laws of Hong

Kong), or the UNATMO

Among other things, the UNATMO stipulates that it is a criminal offense to: (1) provide

or collect property (by any means, directly or indirectly) with the intention or knowledge that

the property will be used to commit, in whole or in part, one or more terrorist acts; or (2) make

any property or financial (or related) services available, by any means, directly or indirectly,

to or for the benefit of a person knowing that, or being reckless as to whether, such person is

a terrorist or terrorist associate, or collect property or solicit financial (or related) services, by

any means, directly or indirectly, for the benefit of a person knowing that, or being reckless as

to whether, the person is a terrorist or terrorist associate. The UNATMO also requires a person

to disclose his knowledge or suspicion of terrorist property to an authorized officer, and failure

to make such disclosure constitutes an offense under the UNATMO.

Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong), or the PDPO

The PDPO imposes a statutory duty on data users to comply with the requirements of the

six data protection principles (the “Data Protection Principles”) contained in Schedule 1 to

the PDPO. The PDPO provides that a data user shall not do an act, or engage in a practice, that

contravenes a Data Protection Principle unless the act or practice, as the case may be, is

required or permitted under the PDPO. The six Data Protection Principles are:

• Principle 1 – purpose and manner of collection of personal data;

• Principle 2 – accuracy and duration of retention of personal data;

• Principle 3 – use of personal data;

• Principle 4 – security of personal data;

• Principle 5 – information to be generally available; and

• Principle 6 – access to personal data.

Non-compliance with a Data Protection Principle may lead to a complaint to the Privacy

Commissioner for Personal Data (the “Privacy Commissioner”). The Privacy Commissioner

may serve an enforcement notice to direct the data user to remedy the contravention and/or

instigate prosecution actions. A data user who contravenes an enforcement notice commits an

offense which may lead to a fine and imprisonment.
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The PDPO also gives data subjects certain rights, inter alia:

• the right to be informed by a data user whether the data user holds personal data of

which the individual is the data subject;

• if the data user holds such data, to be supplied with a copy of such data; and

• the right to request correction of any data they consider to be inaccurate.

The PDPO criminalizes, including but not limited to, the misuse or inappropriate use of

personal data in direct marketing activities, non-compliance with a data access request and the

unauthorized disclosure of personal data obtained without the relevant data user’s consent. An

individual who suffers damage, including injured feelings, by reason of a contravention of the

PDPO in relation to his or her personal data may seek compensation from the data user

concerned.

Money Lenders Ordinance (Chapter 163 of the Laws of Hong Kong)

Money lenders and money-lending transactions in Hong Kong are regulated by the Money

Lenders Ordinance. In general, any person who carries on business as a money lender must

apply for and maintain a money lenders license (valid for 12 months) granted by the licensing

court under the Money Lenders Ordinance, unless any exemption under the Money Lenders

Ordinance applies.

An application for or renewal of this license is subject to any objection by the Registrar

of Money Lenders (the role is presently performed by the Registrar of Companies) and the

Commissioner of Police. The Commissioner of Police is responsible for enforcing the Money

Lenders Ordinance, including carrying out examinations on applications for money lenders

licenses, renewal of licenses and endorsements on licenses, and is responsible for

investigations of complaints against money lenders.

The register of licensed money lenders is currently kept in the Companies Registry of

Hong Kong and is available for inspection. The Money Lenders Ordinance provides for

protection and relief against excessive interest rates and extortionate stipulations in respect of

loans by, for example, making it an offense for a person to lend money at an effective interest

rate exceeding or extortionate provisions. On October 26, 2022, the Legislative Council passed

a resolution to reduce, with effect from December 30, 2022, the statutory interest rate limits

under the Money Lenders Ordinance, including reducing the interest rate cap under section 24

from 60% per annum to 48% per annum. The resolution was published in the Gazette on

October 28, 2022. It also stipulates various mandatory documentary and procedural

requirements that are required to be observed by a money lender in order to enforce in the

courts of law a lending agreement or security being the subject of the Money Lenders

Ordinance.
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Recently, the Companies Registry of Hong Kong has introduced more stringent licensing

conditions on all money lenders licenses, with an aim to facilitate effective enforcement of the

statutory ban on separate fee charging by money lenders and their connected parties, ensure

better protection of privacy of intending borrowers, enhance transparency and disclosure,

promote the importance of prudent borrowing, address increasing public concern about

over-indebtedness and ensure better regulation of money lending-related practices. For

example, one of the additional licensing conditions is that all money lenders should include a

warning statement in their advertisements in relation to their money lending business, namely

“Warning: You have to repay your loans. Don’t pay any intermediaries.”

Additional licensing conditions came into effect on December 1, 2016, October 11, 2018

and March 16, 2021. The Companies Registry of Hong Kong also published “Guidelines on

Licensing Conditions of Money Lenders License” to provide guidance for money lenders

licenses on the requirements of the licensing conditions. One of the additional licensing

conditions is that a money lender shall comply with the Guideline on Compliance of

Anti-Money Laundering and Counter-Terrorist Financing Requirements for Licensed Money

Lenders, which is similar to the AMLCTF Guideline.

Insurance Ordinance (Chapter 41 of the Laws of Hong Kong), or the IO

The IO (along with its subsidiary legislation) provides the regulatory framework for the

business of insurers and insurance intermediaries (covering insurance agents and brokers) in

Hong Kong. The IO provides that a person must not carry on a regulated activity, or must not

hold out that the person is carrying on a regulated activity, in the course of business or

employment, or for reward unless the person holds an appropriate type of insurance

intermediary license or is exempt under the IO. Regulated activities include:

• negotiating or arranging a contract of insurance;

• inviting or inducing a person to enter into a contract of insurance (or attempting to

do so);

• inviting or inducing a person to make a material decision in relation to a contract of

insurance (or attempting to do so); and

• giving regulated advice.
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Types of Licensed Insurance Brokers

The licensing regime under the IO prescribes two types of licensed insurance brokers:

• licensed insurance broker companies, which is a company that is granted a license

to carry out regulated activities and to perform the act of negotiating or arranging

an insurance contract as an agent of any policy holder or potential policy holder; and

• licensed technical representatives (broker), which is an individual who is granted a

license to carry on regulated activities, as an agent of any licensed insurance broker

company.

Application for licensing

An application for an insurance intermediary license under the IO should be made to the

Insurance Authority of Hong Kong, or the IA.

Effective September 23, 2019, the IA took over the regulation of insurance intermediaries

from the three self-regulatory organizations (i.e., the Insurance Agents Registration Board, or

the IARB, established under the Hong Kong Federation of Insurers, the Hong Kong

Confederation of Insurance Brokers, or the HKCIB and the Professional Insurance Brokers

Association, or the PIBA, and became the sole regulator to license and supervise all insurance

intermediaries in Hong Kong.

A license granted to a licensed insurance broker company or licensed technical

representative by the IA is valid for three years or, if the IA considers it appropriate in a

particular case, another period determined by the IA. The IA maintains a register of licensed

intermediaries on its website.

Transitional Arrangements for Insurance Brokers

To facilitate a smooth transition, all insurance brokers who were validly registered with

the IARB, the HKCIB and the PIBA immediately before September 23, 2019 are deemed as

licensed insurance brokers under the IO for a period of three years. The incumbent chief

executives and responsible officers of the insurance broker companies are also eligible for the

transitional arrangements. The IA will, staggered over the three-year transitional period, invite

deemed licensees to submit applications to the IA for granting of formal licenses and approvals.
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Requirements for Broker Companies

Under the IO, a person who is, is applying to be, or is applying for a renewal of a license

to be, a licensed insurance broker is required to satisfy the IA that he/she/it is a fit and proper

person. In addition, the responsible officer(s), controller(s), and director(s) (where applicable)

of a licensed insurance broker company are also required to be fit and proper persons. These

“fit and proper” requirements aim at ensuring that the licensed insurance brokers are

competent, reliable and financially sound, and have integrity.

The IO imposes requirements (set out in rules made under section 129 of the IO) on

licensed insurance broker companies in relation to the following aspects:

• capital and net assets;

• professional indemnity insurance;

• client accounts;

• proper books and accounts; and

• accounting disclosure.

The IO (and rules, regulations, codes and guidelines administered or issued by the IA)

also includes requirements, which focus on the interactions which licensed insurance brokers

have with policy holders and potential policy holders when carrying on regulated activities.

These requirements include:

• the statutory conduct requirements, with which licensed insurance brokers must

comply in carrying on regulated activities, in sections 90 and 92 of the IO;

• the relevant requirements set out in the rules, regulations, codes and guidelines made

or issued under the IO; and

• the general principles, standards and practices set out in the Code of Conduct for

Licensed Insurance Brokers.
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Hong Kong Taxation

Hong Kong profits tax is chargeable on every person, including corporations, carrying on

a trade, profession or business in Hong Kong in respect of profits arising in or derived from

Hong Kong from such trade, profession or business (excluding profits arising from the sale of

capital assets). However, profits arising from the sale of capital assets are not subject to Hong

Kong profit tax. Whether (i) an activity amounted to trade, profession or business; (ii) an asset

is capital in nature or revenue in nature; and/or (iii) profits are arising in or derived from Hong

Kong are questions of fact. Under the current Hong Kong Inland Revenue Ordinance, Hong

Kong profits tax for a corporation from the year of assessment 2018/2019 onwards is generally

8.25% on assessable profits up to HK$2.0 million; and 16.5% on any part of assessable profits

over HK$2.0 million.

In addition, if the transfer of a share is required to be registered in a share register in Hong

Kong, or Hong Kong Share, stamp duty will be payable by the person(s) who effects any sale

or purchase of such Hong Kong Share. The stamp duty in relation to transfer of Hong Kong

Share is charged at the ad valorem rate of 0.13% of the consideration for, or (if greater) the

value of, the shares transferred on each of the seller and purchaser. In other words, a total of

0.26% of the consideration for, or (if greater) the value of, the shares transferred is currently

payable on a typical sale and purchase transaction of Hong Kong Share. In addition, the

instrument of transfer (if required) will be subject to a flat rate of stamp duty of HK$5.00.

Regulations on Employment in Hong Kong

The principle legislations that govern employment matters in Hong Kong include: (i) the

Employment Ordinance (Chapter 57 Laws of Hong Kong); (ii) Minimum Wage Ordinance

(Chapter 608 Laws of Hong Kong); (iii) Occupational Retirement Schemes Ordinance (Chapter

426 Laws of Hong Kong); (iv) Mandatory Provident Fund Schemes Ordinance (Chapter 485

Laws of Hong Kong); (v) Employees’ Compensation Ordinance (Chapter 282 Laws of Hong

Kong); and (vi) Occupational Safety and Health Ordinance (Chapter 509 Laws of Hong Kong).

According to the legislations above, although there is no specific requirement that

employment contracts must be in written form, an employer is required to provide particulars

of the terms of employment to the employee upon request. Wages should not be lower than the

statutory minimum wage and shall be paid to the employees within seven days from the end

of the relevant wage period. Employers also required to take out sufficient employees

compensation insurance in respect of their liability to compensate employees for any injury or

accident arising out of and in the course of employment. In addition, all employers are required

to provide a safe and healthy work environment to all employees and put in place appropriate

measures in the workplace. Violations of the relevant legislation may result in the imposition

of fines or imprisonments and also claims from the employees.
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Regulations on Social Welfare in Hong Kong

Employers in Hong Kong are required by Hong Kong laws to enrol all eligible employees

to their mandatory provident fund (“MPF”) scheme. Both the employer and the employee are

each required to contribute an amount equal to at least 5% of an employee’s salary (subject to

a statutory cap at HK$1,500) per month to a retirement scheme that is registered as a MPF

scheme. Some employers in Hong Kong may provide occupational retirement scheme as an

alternative or additional benefit through occupational retirement scheme. Failure to maintain

a retirement scheme, enrol eligible employees to its retirement scheme, or make the required

contributions would be a criminal offence. Employers who are in breach may be subject to fine

or imprisonment.

OVERVIEW OF THE LAWS AND REGULATIONS RELATING TO OUR PRESENCE
IN CHINA

This section sets forth a summary of the most significant laws, regulations and rules that

affect our business activities in the PRC or the rights of our shareholders to receive dividends

and other distributions from us.

Regulations on Securities Business

Regulations on the Engagement of Securities Business within the Territory of the PRC by

Foreign-Invested Securities Companies

On December 29, 1998, the SCNPC, promulgated the Securities Law of the PRC (《中
華人民共和國證券法》), or the Securities Law, and most recently amended on December 28,

2019 and became effective on March 1, 2020, governs all the issuance or trading of shares,

corporate bonds or any other securities approved by the State Council within China. No entities

or individuals shall engage in securities business in the name of a securities company without

the approval by the securities regulatory authority of the State Council. Offering and trading

of securities outside China which disrupt the domestic market order of China and harm the

legitimate rights and interests of domestic investors shall be dealt with pursuant to the relevant

provisions of the Securities Law of the PRC. However, there are no further explanations or

detailed rules and regulations with respect to the implementation of these rules.

The State Council promulgated the Regulations on the Supervision and Administration of

Securities Companies (《證券公司監督管理條例》) on April 23, 2008 and most recently

amended on July 29, 2014, which clarifies that the operation of securities businesses or

establishment of representative agencies in China by foreign-invested securities companies

shall be subject to the approval of the securities regulatory authority of the State Council.
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If some of our activities in China or our provision of services to our client base in China

were deemed by relevant regulators as provision of securities business as stated in such laws

and/or regulations mentioned above such as securities brokerage services, investment

consulting services, futures business and/or any other regulated services and business activities

in China or any new PRC laws and regulations are enacted to impose license requirements on

us with respect to our activities in China and/or our provision of services to our client base in

China, we will be required to obtain relevant licenses or permits from relevant regulatory

bodies, including the CSRC, and failure of obtaining such licenses or permits may subject us

to regulatory actions and penalties, including fines, suspension of parts or all of our operations

or activities in the PRC, and temporary suspension or removal of our websites, desktop devices

and mobile application in China, which, in each case, may have adverse effect on our provision

of service to PRC-based clients. See “Risk Factors — Risks Related to Our Business and

Industry — We do not hold any license or permit for providing securities brokerage business

in Mainland China. Although we do not believe we engage in securities brokerage business in

Mainland China, there remain uncertainties as to the interpretation and implementation of

relevant PRC laws and regulations or if any new PRC laws and regulations will be enacted to

impose licensing requirements on us with respect to our activities in Mainland China and/or our

provision of services to our PRC-based clients. If some of our activities in Mainland China

were deemed by relevant regulators as provision of securities business such as securities

brokerage services, investment consulting services, futures business and/or any other regulated

services and business activities in Mainland China, our business, financial condition, results of

operations and prospects may be materially and adversely affected.”

Regulations on the Securities Investment Consulting Service

On December 25, 1997, the former Securities Commission of the State Council issued the

Interim Measures for the Administration of Securities or Futures Investment Consulting (《證
券、期貨投資諮詢管理暫行辦法》), or the Interim Measures for Securities Investment

Consulting, which became effective on April 1, 1998. According to the Interim Measures for

Securities Investment Consulting, the securities investment consulting service means any

securities investment analysis, prediction, recommendations or other directly or indirectly

charged consulting services provided by securities investment consulting institutions and their

investment consultants to securities investors or clients, including: (i) to accept any

entrustment from any investor or client to provide securities or futures investment consulting

services; (ii) to hold any consulting seminar, lecture or analysis related to securities or futures

investment; (iii) to write any article, commentary or report on securities or futures investment

consultancy in any newspaper or periodical, or to provide securities or futures investment

consulting services through media such as radio or television; (iv) to provide securities or

futures investment consulting services through telecommunications facilities such as

telephone, fax, computer network; and (v) other forms recognized by the CSRC. In addition,

all institutions shall obtain the operation permits issued by the CSRC and all person must

obtain professional qualification as a securities investment consultant and joining a qualified

securities investment consulting institution before engaged in securities investment consulting

service.
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On October 11, 2001, the CSRC promulgated the Notice with Respect to Certain Issues

on Regulating the Securities Investment Consulting Services Provided for the Public (《關於
規範面向公眾開展的證券投資諮詢業務行為若干問題的通知》), which became effective on

the same day and was amended on October 30, 2020, stipulates that media which disseminate

securities-related information shall not publish or broadcast any analysis, prediction or

recommendation in respect of the trends of securities markets and securities products, as well

as the feasibility of the securities investment made by any institution which does not obtain the

operation permits for securities investment consulting services from CSRC or any individual

who is not employed by a qualified securities investment consulting services institution and

who does not satisfy the relevant professional requirements. Any media in violation of the

foregoing stipulation will be subject to reprimand or exposure by the CSRC, or be transferred

to competent department or judicial organ for further handling.

On December 5, 2012, the CSRC published the Interim Provisions on Strengthening the

Regulation over Securities Investment Consulting Services by Using “Stock Recommendation

Software” Products (《關於加強對利用「薦股軟件」從事證券投資諮詢業務監管的暫行規
定》), or the Interim Provisions, which came into effect on January 1, 2013 and was most

recently amended on October 30, 2020. Pursuant to the Interim Provisions, “stock

recommendation software” are defined as any software products, software tools or terminal

devices with one or more of the following securities investment consulting services: (i)

Providing investment analysis on specific securities investment products or predicting the price

trends of specific securities investment products; (ii) Recommending the selection of specific

securities investments products; (iii) Recommending the timing for trading specific securities

investments products; and/or (iv) Providing other securities investment analysis, prediction or

recommendations. Therefore, selling or providing “stock recommendation software” products

to investors and directly or indirectly obtain economic benefits therefrom shall be considered

as engaging in securities investment consulting business and the operation permits for

securities investment consulting services from CSRC shall be obtained.

On July 14, 2021, the CSRC issued the Measures for Administrative Penalties on Illegal

Securities and Futures Activities (《證券期貨違法行為行政處罰辦法》), which became

effective on the same day. Pursuant to the Measures for Administrative Penalties on Illegal

Securities and Futures Activities, any individual or entity may be subject to an administrative

penalty when violates any of the relevant laws, regulations, or rules on securities and futures.

On December 20, 2019, PBOC, CBIRC, CSRC and SAFE promulgated the Notice on

Further Regulating Financial Marketing and Publicity Activities (《關於進一步規範金融營銷
宣傳行為的通知》), which came into effect on January 25, 2020. Pursuant to the Notice on

Further Regulating Financial Marketing and Publicity Activities, “financial marketing and

publicity activities” refers to the advertising and promotional activities of the financial

institutions from the banking, securities and insurance sectors as well as institutions that

conduct financial activities or financial related activities, or the Financial Offerings Providers,

via the use of various promotional tools and approaches, which shall be conducted within the

scope of the financial businesses approved by the financial supervision authorities under the

State Council and its local regulatory agencies. A market entity which fails to obtain the
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required qualifications for the relevant financial activities is prohibited from carrying out

marketing and advertising activities relating to such financial activities, except for marketing

and advertising activities performed by information publishing platforms or medias as

entrusted by Financial Offerings Providers that have acquired qualifications for financial

business operations by operation of law.

Regulations on Offshore Stocks Investment

On January 29, 1996, the State Council promulgated the Foreign Exchange

Administration Regulations of the PRC (《中華人民共和國外匯管理條例》), which was last

amended and such amendment became effective on August 5, 2008. Pursuant to the Foreign

Exchange Administration Regulations of the PRC, Chinese nationals shall register with the

foreign exchange administration department of the State Council for any foreign direct

investment or engagement in any issuance or transaction of offshore valuable securities or

derivative products. On December 25, 2006, PBOC promulgated the Administrative Measures

for Personal Foreign Exchange (《個人外匯管理辦法》), which became effective on February

1, 2007, to further clarify that any offshore equity, fixed-income or other approved financial

investments by Chinese nationals, shall be conducted through a qualified domestic financial

institution. On January 5, 2007, the SAFE published the Implementation of the Administrative

Measures for Personal Foreign Exchange (《個人外匯管理辦法實施細則》) and last amended

on May 29, 2016, under which Chinese nationals are limited to a foreign exchange quota of

US$50,000 per year for approved uses only.

In addition, pursuant to the SAFE Officials Interview on Improving the Management of

Declarations of Individual Foreign Exchange Information (《國家外匯管理局有關負責人就改
進個人外匯信息申報管理答記者問》) on December 31, 2016, Chinese nationals can only

engage in offshore investments under capital items only via methods such as Qualified

Domestic Institutional Investors, otherwise Chinese nationals can only purchase foreign

currency for the purpose of external payments within the scope of current items, including

private travel, overseas study, business trips, family visits, overseas medical treatment, trade

in goods, purchase of non-investment insurance and consulting services. Furthermore, in 2016,

CSRC published a response letter to investors on its website to remind domestic investors that

any offshore investments conducted by ways which are not explicitly specified under

applicable PRC Laws, may not be adequately protected by the PRC Laws.

As we do not provide cross-border currency conversion services related to Renminbi to

Chinese residents or institutions, we do not require our clients (including PRC-based users) to

submit evidence of approval or registration from relevant authorities with respect to the foreign

currency used for offshore investments. However, since the PRC authorities and the

commercial banks designated by the SAFE to conduct foreign exchange services have

significant amount of discretion in interpreting, implementing and enforcing the relevant

foreign exchange rules and regulations including the abovementioned laws and regulations, and

for many other factors that are beyond our control, we may be subject to further regulatory

requirements, including but not limited to verifying evidence of approval from relevant

authorities with respect to foreign currency exchange, which, in each case, may have adverse
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effect on our provision of service to PRC-based clients. See “Risk Factors — Risks Related to

Our Business and Industry — We have not obtained licenses from relevant PRC regulatory

authorities in connection with some of the information and services available on our platform.

Future change in regulations and rules may impose additional requirements or restrictions on

our platform.”

Regulations on brokerage business involving securities qualified under the Hong Kong,

Shanghai and Shenzhen Stock Connect

On September 30, 2016, the CSRC promulgated the Several Provisions on the

Inter-connected Mechanism for Trading on Stock Markets in China and Hong Kong (《內地與
香港股票市場交易互聯互通機制若干規定》), or the Several Provisions, which regulates that

the Shanghai Stock Exchange and the Shenzhen Stock Exchange separately shall set up

technical connections with the Stock Exchange of Hong Kong Limited to allow investors in

China and Hong Kong to, through their local securities companies or brokers, trade qualified

shares listed on the stock exchange of the other side, including the Shanghai-Hong Kong Stock

Connect Program and the Shenzhen-Hong Kong Stock Connect Program, together the Stock

Connect. On June 10, 2022, the CSRC further amended the Several Provisions, which became

effective on July 25, 2022, stating that such investors that entitle to the rights and interests of

stocks purchased through the Stock Connect shall not include investors from Mainland China.

Moreover, such investors from Mainland China, or the Mainland Investors, who has already

obtained the trading permission to trade under the Stock Connect shall not purchase any

A-shares since July 24, 2023.

The latest version of The Implementing Measures of the Shanghai Stock Exchange for the

Shanghai-Hong Kong Stock Connect Program and the latest version of the Implementing

Measures of the Shenzhen Stock Exchange for the Shenzhen-Hong Kong Stock Connect

Program, together the Implementing Measures, promulgated by the Shanghai Stock Exchange

and the Shenzhen Stock Exchange on June 24, 2022 respectively, further clarified that the

Mainland Investors shall include individuals that possess China ID documents and corporate

or unincorporated entities which are registered in the China, however Chinese citizens that

hold overseas permanent residence permits shall not be included.

Moreover, the Implementing Measures state that a transitional period of one year shall be

set up from July 25, 2022. After the transitional period, Mainland Investors who have already

obtained the trading permission to trade under the Stock Connect shall not proactively buy any

securities under the Stock Connect through Stock Connect (including subscription for right

issues), but excluding obtaining securities under the Stock Connect passively as a result of

corporate actions (such as distribution of stock dividends) or selling such securities.

Regulation on Fund Sales Business

On October 28, 2003, the SCNPC promulgated the Securities Investment Funds Law

(《證券投資基金法》) and newly amended on April 24, 2015, which indicated that any

agencies that engages in the fund services, including but not limited to sales, investment
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consulting, information technology system services, shall be registered or filed with the

provisions of the securities regulatory authority of the State Council. The Measures for

Supervision and Administration of Sales Agencies for Publicly-offered Securities Investment

Funds (《公開募集證券投資基金銷售機構監督管理辦法》), which was promulgated by the

CSRC on August 28, 2020 and became effective on October 1, 2020, further regulates that

securities companies and other institutions, subject to satisfaction of the relevant requirements,

shall apply for business qualification for sales of funds from the local branches of the CSRC.

Draft Measures on Securities Brokerage Business

In July 2019, the CSRC published the Measures for the Administration of Securities

Brokerage Business (Draft for Comment) (《證券經紀業務管理辦法(徵求意見稿) 》), or the

Draft Measures on Securities Brokerage Business, for public comments, which had not been

formally adopted as effective laws as of the Latest Practicable Date.

Article 45 of the Draft Measures on Securities Brokerage Business stipulates that an

overseas securities business entity violating Article 95 of the Regulations on Supervision and

Administration of Securities Firms (《證券公司監督管理條例》), directly or through its

affiliates conducting activities such as opening account, marketing and other activities of

overseas securities trading services for domestic investors without authorization, shall be

penalized according to the Securities Law.

Article 95 of the Regulations on Supervision and Administration of Securities Firms

(《證券公司監督管理條例》) stipulates that an overseas securities business entity that

conducts securities business or establishes a representative office in Mainland China shall

obtain the approval of the securities regulatory authority of the State Council. The specific

measures shall be formulated by the securities regulatory agency of the State Council and

submitted to the State Council for approval.

As advised by our PRC Legal Advisors, Article 45 of the Draft Measures on Securities

Brokerage Business (assuming they were to be implemented in the current form) would not be

applicable to our Group as violation of Article 45 (in its current form) can only be established

if there is a violation of Article 95 of the Regulations on Supervision and Administration of

Securities Firms by an overseas securities business entity.

As advised by our PRC Legal Advisors, securities business refers to “securities brokerage

business, securities investment, investment consulting business, securities margin trading and

other businesses approved by the securities regulatory authorities under the State Council” as

defined in Articles 118 and 120 of the Securities Law. Whether or not a company engages in

or is deemed to have engaged in securities business in the PRC (and hence a PRC securities

license is required) depends on the substance of the business operation (whether the business

operated by such company falls within the definition of securities business as defined under the

Securities Law).
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Our brokerage services involve securities listed on the major exchanges in Hong Kong

(including eligible northbound securities under the Stock Connect and listed on the Shanghai

Stock Exchange or the Shenzhen Stock Exchange), the U.S., Singapore and Australia. As

advised by our PRC Legal Advisors, a PRC securities license (經營證券期貨業務許可證)

granted by the CSRC under the Securities Law only allows the clients of such PRC securities

broker to trade securities listed on the A-share markets and eligible southbound securities

under the Stock Connect, but not the other securities listed in Hong Kong or elsewhere.

Therefore, the PRC securities license granted by the CSRC under the Securities Law is not

required for our brokerage services.

As advised by our PRC Legal Advisors, as of the date of this document, neither the

operation of Futubull mobile and desktop applications and “futunn.com” website (the

“Futubull platform”) by Shenzhen Futu nor the provision of securities services outside

Mainland China by Futu International Hong Kong would constitute engaging in securities

business in the PRC as stipulated under the Securities Law or the Regulations on Supervision

and Administration of Securities Firms. Accordingly, such operations do not violate Articles

118 and 120 of the Securities Law or Article 95 of the Regulations on Supervision and

Administration of Securities Firms.

As advised by our PRC Legal Advisors, Futu International Hong Kong is regarded as an

“overseas securities business entity” under Article 95 of the Regulations on Supervision and

Administration of Securities Firms. However, the operation of Futubull platform by Shenzhen

Futu and the provision of securities services by Futu International Hong Kong do not constitute

the provision of securities business in Mainland China. Also according to Administrative

Measures on Representative Offices of Foreign Securities Institutions Stationed in China (《外
國證券類機構駐華代表機構管理辦法》), “representative offices (代表處)” means the offices

established in the PRC which conduct consultation, business solicitation, market research and

other non-operational activities in the name of the foreign securities business entity (外國證券
類機構在中國境內獲准設立並從事諮詢、聯絡、市場調查等非經營性活動的派出機構). Our

operating subsidiaries in Mainland China mainly engage in technology and R&D services and

other business activities (such as provision of ESOP solution services, market data, information

services, user community and investor education, which are not regulated by the Securities

Law in the PRC) in their own name, but not in the name of or on behalf of Futu International

Hong Kong. In this regard, our PRC Legal Advisors are of the view that these operating

subsidiaries in Mainland China are not the representative offices of Futu International Hong

Kong. Furthermore, we have not been notified by the CSRC that any of our operating

subsidiaries in Mainland China is regarded as a representative office of Futu International

Hong Kong. Our Group’s securities brokerage business is conducted outside Mainland China

through its entities and employees licensed with the relevant regulators, such as the SFC in

Hong Kong, and not through its operating subsidiaries in Mainland China.
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Therefore, as advised by our PRC Legal Advisors, the operation of Futubull platform by

Shenzhen Futu and the provision of securities services by Futu International Hong Kong do not

violate Article 95 of the Regulations on Supervision and Administration of Securities Firms.

Accordingly, as of the date of this document, Article 45 of the Draft Measures on Securities

Brokerage Business would not be applicable to our Group even if they were to be implemented

in the current form.

However, our PRC Legal Advisors also advised us that there are substantial uncertainties

regarding the interpretation and application of current and future PRC laws and regulations

over the applicable PRC laws and regulations, including but not limited to, Securities Law of

the PRC and the Regulations on Supervision and Administration of Securities Firms (《證券
公司監督管理條例》) and Administrative Measures on Representative Offices of Foreign

Securities Institutions Stationed in China (《外國證券類機構駐華代表機構管理辦法》).

Accordingly, there can be no assurance that the PRC regulatory authorities will not in the

future take a view that is contrary to or otherwise different from the above opinion of our PRC

Legal Advisors.

We believe that we will be able to re-configure our platforms within a reasonably short

period of time to comply with the new regulations in the PRC should they become effective

even if these new regulations were to prohibit our Group from onboarding any new PRC-based

clients, such as restricting account opening and access to certain functions on our platforms to

IP addresses outside of the PRC.

Based on the above analysis, the Joint Sponsors’ PRC legal advisor is of the view that,

the operation of Futubull platform by Shenzhen Futu and the provision of securities services

by Futu International Hong Kong do not violate the Article 45 of the Draft Measures on

Securities Brokerage Business if they were to be implemented in the current form.

However, as advised by our PRC Legal Advisors, the Draft Measures on Securities

Brokerage Business is only a draft form for public comment and had not come into effect as

of the Latest Practicable Date, and it remains uncertain as to whether and when it will take

effect and to what extent it will take effect in its current form. There has not been any further

publicly disclosed update on the Draft Measures on Securities Brokerage Business since its

first publication in 2019. It remains to be seen as to how certain key legal concepts in the Draft

Measures on Securities Brokerage Business will be interpreted by the regulatory authorities

with the support of implementation rules in the finalized Draft Measures on Securities

Brokerage Business, including Article 45.
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Regulations on Internet Service

Regulation on Foreign Investment

The Foreign Investment Law (《中華人民共和國外商投資法》), promulgated by the

National People’s Congress on March 15, 2019, has come into effect on January 1, 2020 and

has replaced the trio of old laws regulating foreign investment in China, namely, the

Sino-foreign Equity Joint Venture Enterprise Law (《中外合資經營企業法》), the Sino-foreign

Cooperative Joint Venture Enterprise Law (《中外合作經營企業法》) and the Wholly Foreign-

invested Enterprise Law (《外資企業法》), together with their implementation rules and

ancillary regulations. The Foreign Investment Law is formulated to further expand opening-up,

vigorously promote foreign investment and protect the legitimate rights and interests of foreign

investors. According to the Foreign Investment Law, China adopts a system of national

treatment plus Negative List with respect to foreign investment administration, and the

Negative List will be issued by, amended or released upon approval by the State Council, from

time to time. Foreign investment and domestic investment in industries outside the scope of the

Negative List would be treated equally.

Pursuant to the Provisions on Administration of Foreign-Invested Telecommunications

Enterprises (《外商投資電信企業管理規定》), promulgated by the State Council with the

latest amendments becoming effective in May 2022, the ultimate foreign equity ownership in

a value-added telecommunication services provider must not exceed 50%. On December 27,

2021, the Ministry of Commerce, or the MOFCOM and the NDRC promulgated the Special

Administrative Measures for Entrance of Foreign Investment (Negative List) (2021 version)

(《外商投資准入特別管理措施(負面清單)(2021年版)》), or the Negative List (《負面清單》),

which became effective on January 1, 2022. The Negative List sets out the industries in which

foreign investments are prohibited or restricted. Foreign investors would not be allowed to

make investments in prohibited industries, while foreign investments must satisfy certain

conditions stipulated in the Negative List for investment in restricted industries. According to

the Negative List, the proportion of foreign investment in entities engaged in value-added

telecommunication services (excluding e-commerce, domestic multiparty communications

services, store-and-forward services, and call center services) shall not exceed 50%.

On December 26, 2019, the Stated Council issued the Implementation Regulations for the

Foreign Investment Law of the PRC (《中華人民共和國外商投資法實施條例》), or the

Implementation Regulations, which also became effective on January 1, 2020. Under the

Implementation Regulations, in the event of any discrepancy between provisions or regulations

on foreign investment formulated or promulgated prior to January 1, 2020 and the Foreign

Investment Law and the Implementation Regulations, the Foreign Investment Law and the

Implementation Regulations shall prevail. The Implementation Regulations also indicated that

foreign investors that invest in sectors on the Negative List in which foreign investment is

restricted shall comply with special management measures with respect to shareholding, senior

management personnel and other matters in the Negative List.
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On December 30, 2019, the MOFCOM and the SAMR jointly promulgated the Measures

for Information Reporting on Foreign Investment (《外商投資信息報告辦法》), which became

effective on January 1, 2020, replacing the then existing filing and approval procedures

regarding the establishment and change of foreign-invested companies. Where foreign

investors make investments in China directly or indirectly, such foreign investors or

foreign-invested enterprises shall submit their investment information to the competent

commerce authorities in accordance with the Measures for Information Reporting on Foreign

Investment.

On December 19, 2020, the NDRC and the MOFCOM jointly promulgated the Measures

for the Security Review of Foreign Investment (《外商投資安全審查辦法》), which became

effective on January 18, 2021. Pursuant to the Measures for the Security Review of Foreign

Investment, the NDRC and the MOFCOM will establish a working mechanism office in charge

of the security review of foreign investment, and any foreign investment which has or could

have an impact on national security shall be subject to security review by such working

mechanism office. The Measures for the Security Review of Foreign Investment further require

that a foreign investor or its domestic affiliate shall apply for clearance of national security

review with the working mechanism office before they conduct any investment into any of the

following fields: (i) investment in the military industry or military-related industry, and

investment in areas in proximity of defense facilities or military establishment; and (ii)

investment in any important agricultural product, important energy and resources, critical

equipment manufacturing, important infrastructure, important transportation services,

important cultural products and services, important information technologies and internet

products and services, important financial services, critical technologies and other important

fields which concern the national security where actual control over the invested enterprise is

obtained.

Regulations on Telecommunication Services

The Telecommunications Regulations of the PRC (2016 Revision) (《中華人民共和國電
信條例(2016年修訂)》), or the Telecom Regulations, promulgated on September 25, 2000 by

the State Council and most recently amended on February 6, 2016, which distinguish “basic

telecommunication services” from “value-added telecommunication services.” The basic

telecommunications services provider who provides public network infrastructure, public data

transmission and basic voice communications services shall obtain a Basic

Telecommunications Service Operating License, and the value-added telecommunications

service provider shall obtain an operating license from the Ministry of Industry and

Information Technology, or the MIIT, or its counterparts at provincial level prior to its

commencement of operations. The Administrative Measures for Telecommunication Business

Operating License (《電信業務經營許可管理辦法》), promulgated by the MIIT with latest

amendments becoming effective in September 2017, set forth the types of licenses required for

value-added telecommunication services and the qualifications and procedures for obtaining

such licenses.
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The Administrative Measures on Internet Information Services (2011 Revision) (《互聯
網信息服務管理辦法(2011修訂)》), promulgated on September 25, 2000 and amended on

January 8, 2011 by the State Council, further defines that commercial internet information

services providers, which mean providers of information and/or other services to internet users

with charge, shall obtain an Internet Content Provider License or the ICP License, from

competent government authorities before providing any commercial internet content services

within the PRC. To comply with the relevant laws and regulations, Shenzhen Futu holds a valid

ICP License. The Catalog of Classification of Telecommunications Services (2015 Edition)

(《電信業務分類目錄(2015年版)》), promulgated by the MIIT in December 2015 and

amended in June 2019 further divides ICP services into information publication platform and

delivery services, information search and inquiry services, information communities platform

services, instant message services, and information security and management services.

Regulation on Internet Audio-Visual Program Services

The Administrative Provisions on the Internet Audio-Video Program Service (《互聯網視
聽節目服務管理規定》), or the Audio-Video Program Provisions, promulgated on December

20, 2007, and amended on August 28, 2015, by the Ministry of Information Industry (the

predecessor of the MIIT) and the State Administration of Press, Publication, Radio, Film and

Television (the predecessor of the National Radio and Television Administration), or the

SAPPRFT, stipulates that providers of internet audio-visual program services should obtain an

Audio and Video Service Permission, or AVSP. The Categories of the Internet Audio-Video

Program Services (《互聯網視聽節目服務業務分類目錄(試行)》), or the Audio-Video

Program Categories, promulgated on March 17, 2010, and amended on March 10, 2017, by

SAPPRFT, classifies internet audio-video programs into four categories. Aggregating and

broadcasting service of arts, entertainment, technology, finance and economics, sports,

education and other specialized audio-video programs falls into Category II of above four

categories. In general, providers of internet audio-visual program services must be either

state-owned or state-controlled entities, and their businesses must satisfy the overall planning

and guidance catalog for internet audio-visual program service determined by SAPPRFT. In

addition, foreign-invested enterprises are not allowed to engage in the above-mentioned

services.

Regulation on Internet Culture Activities

The Interim Administrative Provisions on Internet Culture (《互聯網文化管理暫行規
定》), or the Internet Culture Provisions, promulgated on February 17, 2011, and amended on

December 15, 2017, by the Ministry of Culture (the predecessor of the Ministry of Culture and

Tourism), stipulates that providers of internet cultural products or services, such as internet

shows or programs and internet games must file an application for establishment to the

competent culture administration authorities for approval and must obtain the online culture

operating permit. If any entity engages in commercial internet culture activities without

approval, the cultural administration authorities or other relevant government may order such
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entity to cease to operate internet culture activities as well as levying penalties including

administrative warning and fines up to RMB30,000. In addition, foreign-invested enterprises

are not allowed to engage in the above-mentioned services except online music.

Regulation on Production and Operation of Radio and Television Programs

The Administration of Production and Operation of Radio and Television Programs (《廣
播電視節目製作經營管理規定》), promulgated on July 19, 2004, and amended on August 28,

2015 by the SAPPRFT and October 29, 2020 by the National Radio and Television

Administration, provides that entities engaging in the production of radio and television

programs must obtain a License for Production and Operation of Radio and TV Programs from

the SAPPRFT or its counterparts at the provincial level. Entities with the License for

Production and Operation of Radio and TV Programs must conduct their business operations

strictly in compliance with the approved scope of production and operations. In addition,

foreign-invested enterprises are not allowed to product or operate the radio and TV programs.

Regulation on Internet News Dissemination

The Provisions for the Administration of Internet News Information Services (《互聯網
新聞信息服務管理規定》) was promulgated by the Cyberspace Administration of China, or

CAC, on May 2, 2017, and became effective on June 1, 2017 stipulates that the providers of

internet news information (includes reports and comments relating to social and public affairs

such as politics, economy, military affairs and foreign affairs, as well as relevant reports and

comments on social emergencies) services to the public in a variety of ways, including editing

and publishing internet news information, reposting internet news information and offering

platforms for users to disseminate internet news information, shall obtain the internet news

license from CAC. Various qualifications and requirements which service providers shall meet

have been provided in this regulation. For those who carrying out Internet-based news

information service activities without being licensed or beyond the licensed scope, the

competent cyberspace administration shall order them to cease the relevant service activities

and impose a fine no less than RMB10,000 and up to RMB30,000. In addition, such regulation

also stipulates that no organization may establish Internet-based news information service

agencies in the form of Sino-foreign joint ventures, Sino-foreign cooperative ventures or

wholly foreign-owned enterprises.

The Implementation Rules for the Administration of the Licensing for Internet-based

News Information Services (《互聯網新聞信息服務許可管理實施細則》), promulgated on

May 22, 2017, by the CAC, and became effective on June 1, 2017, further clarifies that only

a news agency (including the controlling shareholder of a news agency) or an entity under news

publicity authorities may apply for a license for editing and publishing services in respect of

internet-based news information. Foreign-invested enterprises are not allowed to establish any

internet-based news information service entities.
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Displaying news on a website and disseminating news through the internet are highly

regulated in the PRC. The Administration of Engagement by Internet Sites in the Business of

News Publication Tentative Provisions (《互聯網站從事登載新聞業務管理暫行規定》),

jointly promulgated by the News Office of State Council and the Ministry of Information

Industry in November 2000, require an internet site (other than a government authorized news

unit) to obtain an approval from the News Office of State Council to post news or to

disseminate news through the internet. Furthermore, the disseminated news must come from

government-approved sources pursuant to contracts between the internet site and the sources,

copies of which must be filed with the relevant government authorities.

Regulations on Cybersecurity and Privacy

Regulations on Cybersecurity

On December 13, 2005, the Ministry of Public Security, or the MPS, promulgated the

Provisions on Technological Measures for the Internet Security Protection (《互聯網安全保護
技術措施規定》), or the Internet Protection Measures, which took effect on March 1, 2006.

Pursuant to the Internet Protection Measures, internet service providers and entity users of

interconnection shall not public or divulge user registration information without the consent of

the users or otherwise specified in the relevant laws and regulations. In addition, the Internet

Protection Measures requires all internet service providers and entity users of interconnection

to take proper measures to control computer viruses, back up data, and keep records of certain

information about their users (including user registration information, log-in and log-out time,

IP address, content and time of posts by users) for at least sixty days. On June 22, 2007, the

Administrative Measures for Multi-level Protection of Information Security (《信息安全等級
保護管理辦法》) were jointly promulgated by four PRC regulatory agencies, including the

MPS, under which companies operating and using information systems shall protect the

information systems and any system equal to or above level II as determined in accordance

with these measures, a record-filing with the competent authority is required.

On November 7, 2016, the SCNPC promulgated the Cybersecurity Law of the PRC (《中
華人民共和國網絡安全法》), or the Cybersecurity Law, which became effective on June 1,

2017. The Cybersecurity Law regulates all the construction, operation, maintenance, use of

networks and the supervision and administration of network security within the territory of

China, and pursuant to which, network operators shall follow their cybersecurity obligations

pursuant to the requirements of the classified protection system for cybersecurity, including:

(a) formulating internal security management systems and operating instructions, determining

the persons responsible for cybersecurity, and implementing the responsibility for

cybersecurity protection; (b) taking technological measures to prevent computer viruses,

network attacks, network intrusions and other actions endangering cybersecurity; (c) taking

technological measures to monitor and record the network operation status and cybersecurity

incidents, and such records shall be kept for no less than 6 months; (d) taking measures such

as data classification, and back-up and encryption of important data; and (e) other obligations

stipulated by laws and administrative regulations. In addition, the Cybersecurity Law further

requires network operators to take all necessary measures in accordance with applicable laws,

REGULATIONS

– 240 –



regulations and compulsory national requirements to safeguard the safe and stable operation of

the networks, respond to network security incidents effectively, prevent illegal and criminal

activities, and maintain the integrity, confidentiality and usability of network data. In addition,

on September 22, 2020, the MPS issued the Guiding Opinions on Implementing the

Cybersecurity Protection System and Critical Information Infrastructure Security Protection

System (《貫徹落實網絡安全等級保護制度和關鍵信息基礎設施安全保護制度的指導意見》)

to further improve the national cybersecurity prevention and control system.

On December 29, 2017, the Information Security Technology — Personal Information

Security Specification (《信息安全技術—個人信息安全規範》), or the China Specification,

was promulgated by the General Administration of Quality Supervision, Inspection and

Quarantine and last amended on March 6, 2020 and came into force on October 1, 2020, which

set a national standard for personal information security. Although the China Specification is

not a mandatory regulation, it is likely that the China Specification will be relied on by Chinese

government agencies as a standard to determine whether businesses have abided by China’s

data protection rules.

On December 28, 2021, the CAC, the NDRC, the MIIT and several other PRC

governmental authorities jointly issued the Cybersecurity Review Measures (《網絡安全審查
辦法》), which became effective on February 15, 2022 and replaced the Measures for

Cybersecurity Review published on April 13, 2020. Pursuant to Cybersecurity Review

Measures, critical information infrastructure operators that purchase network products and

services and network platform operators engaging in data processing activities that affect or

may affect national security are subject to cybersecurity review under the Cybersecurity

Review Measures. According to the Cybersecurity Review Measures, before purchasing any

network products or services, a critical information infrastructure operator shall assess

potential national security risks that may arise from the launch or use of such products or

services, and apply for a cybersecurity review with the cybersecurity review office of CAC if

national security will or may be affected. In addition, network platform operators who possess

personal information of more than one million users, and intend to be listed at a foreign stock

exchange must be subject to the cybersecurity review.

On June 10, 2021, the SCNPC issued the Data Security Law of the PRC (《中華人民共
和國數據安全法》), or the Data Security Law, which came into effective on September 1,

2021. The Data Security Law clarifies the scope of data to cover a wide range of information

records generated from all aspects of production, operation and management of government

affairs and enterprises in the process of the gradual transformation of digitalization, and

requires that data collection shall be conducted in a legitimate and proper manner, and theft or

illegal collection of data is not permitted. Data processors shall establish and improve the

whole-process data security management rules, organize and implement data security trainings

as well as take appropriate technical measures and other necessary measures to protect data

security. In addition, data processing activities shall be conducted on the basis of the graded

protection system for cybersecurity. Monitoring of the data processing activities shall be

strengthened, and remedial measures shall be taken immediately in case of discovery of risks
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regarding data security related defects or bugs. In case of data security incidents, responding

measures shall be taken immediately, and disclosure to users and report to the competent

authorities shall be made in a timely manner.

On July 30, 2021, the State Council promulgated the Regulations on Protection of

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

effective on September 1, 2021, pursuant to which, a “critical information infrastructure” refers

to critical network facilities and information systems involved in important industries and

sectors, such as public communication and information services, energy, transportation, water

conservancy, finance, public services, governmental digital services, science and technology

related to national defense industry, as well as those which may seriously endanger national

security, national economy and citizen’s livelihood or public interests if damaged or

malfunctioned, or if any leakage of data in relation thereto occurs. The competent

governmental departments and supervision and management departments of the

aforementioned important industries will be responsible for (i) organizing the identification of

critical information infrastructures in their respective industries in accordance with relevant

identification rules, and (ii) promptly notifying the identified operators and the public security

department of the State Council of the identification results. In the event of occurrence of any

major cybersecurity incident or discovery of any major cybersecurity threat for the critical

information infrastructure, the operator shall report to the protection authorities and the public

security authorities as required.

On December 31, 2021, the CAC and other relevant PRC government authorities

promulgated the Administrative Provisions on Internet Information Service Algorithm

Recommendation (《互聯網信息服務算法推薦管理規定》), which came into effect on March

1, 2022. The Administrative Provisions on Internet Information Service Algorithm

Recommendation implements classification and hierarchical management for algorithm

recommendation service providers based on varies criteria. Moreover, it requires algorithmic

recommendation service providers to provide users with options that are not specific to their

personal characteristics, or provide users with convenient options to cancel algorithmic

recommendation services. If the users choose to cancel the algorithm recommendation service,

the algorithm recommendation service provider shall immediately stop providing relevant

services. Algorithmic recommendation service providers shall also provide users with the

function to select, modify or delete user labels which are used for algorithmic recommendation

services.

On December 31, 2021, the National Information Security Standardization Technical

Committee issued the Practical Guidance on Cybersecurity Standard — the Guideline on

Network Data Classification and Grading (《網絡安全標準實踐指南––網絡數據分類分級指
引》),which provide guidance on data classification and grading.

On July 7, 2022, the CAC promulgated the Measures on Security Assessment of

Cross-border Data Transfer (《數據出境安全評估辦法》)which has become 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
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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 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. A data processor shall,

before applying for the security assessment of an outbound data transfer, conduct a

self-assessment of the risks in the outbound data transfer. The security assessment of a

cross-border data transfer shall focus on assessing risks that may be brought about by the

cross-border data transfer to national security, public interests, or the lawful rights and interests

of individuals or organizations.

Pursuant to the Ninth Amendment to the Criminal Law (《刑法修正案(九)》), issued by

the SCNPC on August 29, 2015, which became effective on November 1, 2015, any internet

service provider that fails to fulfill the obligations related to internet information security

administration and refuses to rectify upon orders is subject to criminal penalty for causing (i)

any dissemination of illegal information in large scale; (ii) any significant damages due to the

leakage of the client’s information; (iii) any serious loss of criminal evidence; or (iv) other

serious harm, and any individual or entity information may be subject to criminal penalty for

(a) illegally selling or providing personal information to third parties, or (b) stealing or

illegally obtaining any personal information.

On July 6, 2021, the relevant PRC government authorities made public the Opinions on

Strictly Combatting Illegal Securities Activities in Accordance with the Law (《關於依法從嚴
打擊證券違法活動的意見》), or the July 6 Opinion, which called for the enhanced cross-

border regulatory cooperation and administration and supervision of overseas-listed China-

based companies. Along with the promulgation of the July 6 Opinion, laws and regulations

regarding data security, cross-border data flow and management of confidential information are

expected to undergo further changes, which may require increased information security

responsibilities and stronger cross-border information management mechanism and process.

On September 17, 2021, the CAC, together with eight other departments, issued the

Guidance Opinions on Strengthening the Comprehensive Governance of Internet Information

Service Algorithms (《關於加強互聯網信息服務算法綜合治理的指導意見》), effective on the

same day, providing that an algorithm security comprehensive governance pattern shall be

gradually established in the coming three years. According to this Guidance Opinions,

enterprises should establish algorithmic security responsibility system and scientific and

technological ethics review system, improve the algorithm security management organization,

strengthen risk prevention and trouble detection, improve the ability and level of responding

to algorithmic security emergencies. Enterprises should also strengthen the sense of

responsibility and take the main responsibility for the results produced by the application of

algorithms.
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Regulations on Privacy Protection

The PRC Constitution states that PRC law protects the freedom and privacy of

communications of citizens and prohibits infringement of these rights. In recent years, PRC

government authorities have enacted legislation on internet use to protect personal information

from any unauthorized disclosure. On May 28, 2020, the National People’s Congress adopted

the Civil Code (《民法典》), which came into effect on January 1, 2021. The Civil Code

provides in a stand-alone chapter of right of personality and reiterates that the personal

information of a natural person shall be protected by the law. Any organization or individual

shall legitimately obtain such person information of others in due course on a need-to-know

basis and ensure the safety and privacy of such information, and refrain from excessively

handling or using such information.

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

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

became effective on March 15, 2012 and provides that an internet information service provider

may not collect any user’s personal information or provide any such information to third

parties without such user’s consent. Pursuant to The Several Provisions on Regulating the

Market Order of Internet Information Services, internet information service providers are

required to, among others, (i) expressly inform the users of the method, content and purpose

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

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

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

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

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

In addition, on December 28, 2012, the Decision on Strengthening Network Information

Protection (《關於加強網絡信息保護的決定》) promulgated by the SCNPC which requires

internet service providers to establish and publish policies regarding the collection and use of

electronic personal information and to take necessary measures to ensure the security of the

information and to prevent leakage, damage or loss. On July 16, 2013, MIIT promulgated the

Regulations on Protection of the Personal Information of Telecommunications and Internet

Users (《電信和互聯網用戶個人信息保護規定》), or the Regulations on Personal Information

Protection, which took effect on September 1, 2013, to enhance the legal protection over user

information security and privacy on the Internet. The Regulations on Personal Information

Protection require that telecommunications business operators and internet information service

providers shall, in the course of providing services, collect and use the personal information

of users in a lawful and proper manner by following the principle that information collection

or use is necessary and responsible for the security of the personal information of users

collected and used in the course of providing services.

Any violation of these laws and regulations may subject the internet information service

provider to warnings, fines, confiscation of illegal gains, revocation of licenses, cancellation

of filings, closedown of websites or even criminal liabilities.
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With respect to the security of information collected and used by operators of mobile

apps, pursuant to the Announcement of Conducting Special Supervision against the Illegal

Collection and Use of Personal Information by Apps (《關於開展App違法違規收集使用個人
信息專項治理的公告》), which was issued on January 23, 2019, the operators shall collect and

use personal information in compliance with the Cybersecurity Law and be responsible for the

security of personal information obtained from users and take effective measures to strengthen

the protection of personal information.

Furthermore, in order to improve the protection of personal information, the National

Information Security Standardization Technical Committee also issued the Guide to Self-

evaluation of Collection and Use of Personal Information by Mobile Internet Applications

(Apps) (《移動互聯網應用程序(APP)收集使用個人信息自評估指南》) on July 22, 2020

regarding the security of information collected and used by operators of mobile apps. On

March 12, 2021, the CAC, the MIIT, the MPS and the SAMR collectively promulgated the

Rules on the Scope of Necessary Personal Information for Common Types of Mobile Internet

Applications (《常見類型移動互聯網應用程序必要個人信息範圍規定》), which came into

effect on May 1, 2021. The notice clarifies that network operators shall not collect personal

information irrelevant to the services they provide, and the app operators shall not refuse to

provide basic services to users on the ground of users’ refusal to provide their personal

non-essential information. In particular, as for online communities apps, the necessary personal

information includes mobile phone numbers of registered users, and as for online streaming

and online video apps, the basic functional services should be accessible without collecting

personal information from users.

Furthermore, the CAC promulgated the Administrative Provisions on Mobile Internet

Application Information Services (《移動互聯網應用程序信息服務管理規定》), or the Mobile

Application Administrative Provisions, and further revised it on June 14, 2022, which became

effective on August 1, 2022. Pursuant to the Mobile Application Administrative Provisions,

mobile internet app providers refer to the owners or operators of mobile internet apps. A mobile

internet app provider must verify a user’s mobile phone number and other identity information

under the principle of mandatory real name registration at the back-office end and voluntary

real name display at the front-office end. A mobile internet app provider must not enable

functions that can collect a user’s geographical location information, access user’s contact list,

activate the camera or recorder of the user’s mobile smart device or other functions irrelevant

to its services, nor is it allowed to conduct bundle installations of irrelevant apps, unless it has

clearly indicated to the user and obtained the user’s consent on such functions and apps. Mobile

internet app providers shall not compel users to agree to non-essential personal information

collection out of any reason and are prohibited from banning users from their basic functional

services due to the users’ refusal of providing non-essential personal information.
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On April 10, 2019, the MPS issued the Guidelines for Internet Personal Information

Security Protection (《互聯網個人信息安全保護指南》), which is applicable to entities or

individuals who control and process personal information by providing services through the

Internet, private networks or non-networked environments, and require such entities and

individuals to establish personal information management systems, implement technical

protection measures and protect personal information in business processes.

The SCNPC promulgated the Personal Information Protection Law of the PRC (《中華人
民共和國個人信息保護法》), or the Personal Information Protection Law on August 20, 2021,

which entered into force on November 1, 2021. According to the Personal Information

Protection Law, personal information is all kinds of information, recorded by electronic or

other means, related to identified or identifiable natural persons, not including information

after anonymization handling. The principles of legality, propriety, necessity, and sincerity

shall be observed for personal information handling. Moreover, the Personal Information

Protection Law specifically specified the rules for handling sensitive personal information,

which means personal information that, once leaked or illegally used, may easily cause harm

to the dignity of natural persons or grave harm to personal or property security, including

information on biometric characteristics, financial accounts and individual location tracking, as

well as the personal information of minors under the age of 14. Personal information handlers

shall bear responsibility for their personal information handling activities, and adopt the

necessary measures to safeguard the security of the personal information they handle.

Otherwise, the personal information handlers will be ordered to correct or suspend or terminate

the provision of services, confiscation of illegal income, fines or other penalties. Any personal

information processor outside the territory of the PRC under the circumstance where the

activities of domestic natural persons are analyzed and evaluated shall establish a special

agency or designate a representative within the territory of the PRC to be responsible for

handling matters relating to personal information protection. Where a personal information

processor really needs to provide personal information outside the territory of the People’s

Republic of China due to business or other needs, it shall meet one of the conditions prescribed

by the Personal Information Protection Law, such as, passing the security evaluation organized

by the CAC, or other conditions prescribed by laws, administrative regulations or the CAC.

Where an overseas organization or individual engages in the personal information processing

activities infringing upon the personal information rights and interests of PRC citizens or

endangering the national security and public interests of the PRC, the CAC may include such

organization or individual in the list of subjects to whom provision of personal information is

restricted or prohibited, announce the same, and take measures such as restricting or

prohibiting provision of personal information to such organization or individual.

On June 27, 2022, the CAC issued the Administrative Provisions on the Account

Information of Internet Users (《互聯網用戶賬號信息管理規定》), or the Internet Users

Account Information Provisions, which became effective on August 1, 2022. Pursuant to the

Internet Users Account Information Provisions, Internet-based information service providers

that provide internet users with information release services, shall formulate and make public

the rules for the management of accounts of Internet users and platform conventions, enter into

service agreements with Internet users, and shall authenticate the real identity information of
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the users who apply for registration of accounts for production of information content in the

fields of economy, education, medical care and health, justice, etc., Internet-based information

service providers shall require them to provide relevant materials such as service qualification,

professional qualification and professional background, verify the same and add a special mark

to the account information. Any Internet-based information service provider in violation of the

present Provisions shall be punished in accordance with relevant laws and administrative

regulations.

Our PRC Legal Advisors are of the view that the Group has adopted necessary measures

with respect to the data security and cybersecurity according to the applicable PRC laws and

regulations, and they are not aware of any material non-compliance by the Group of the data

security, cybersecurity or personal information protection under the current PRC laws and

regulations. However, since many of the PRC laws and regulations on cybersecurity and

privacy and data privacy are constantly evolving, there are uncertainties as to the interpretation

and application of these regulations and how these will be enforced by relevant regulatory

authorities, there also remain uncertainties as to the applicability and requirements of these

regulations for our business, operation, or our presence in Mainland China. We cannot assure

you that the measures we have taken or will take in the future will be effective or fully satisfy

the relevant regulatory authorities’ requirements, and any failure or perceived failure by us to

comply with such laws and regulations may result in governmental investigations, fines,

removal of our app from the relevant application stores and/or other sanctions on us and may

affect our clients and users in conducting investment activities on the Group’s platform, which,

in each case, may have adverse effect on our provision of service to PRC-based clients.

Regulations on Intellectual Property

Software

The State Council and the National Copyright Administration have promulgated various

rules and regulations relating to protection of software in China. According to these rules and

regulations, software owners, licensees and transferees may register their rights in software

with the Copyright Protection Center or its local branches and obtain software copyright

registration certificates. Although such registration is not mandatory under PRC law, software

owners, licensees and transferees are encouraged to go through the registration process and

registered software copyrights may be entitled to better protections.

Trademark

According to the Trademark Law of the PRC (《中華人民共和國商標法》), adopted in

1982 and last amended in 2019, as well as the Implementation Regulation of the Trademark

Law of the PRC (《中華人民共和國商標法實施條例》) adopted by the State Council in 2002

and subsequently amended in 2014, the Trademark Law of the PRC has adopted a “first-to-file”

principle with respect to trademark registrations, and the registered trademarks are granted a

term of ten years which may be renewed for consecutive ten-year periods upon request by the

trademark owner. Upon expiry of the period of validity, the registrant shall go through the
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formalities for renewal within twelve months prior to the date of expiry as required if the

registrant needs to continue to use the trademark. Where the registrant fails to do so, a grace

period of six months may be granted. The period of validity for each renewal of registration

is ten years, from the day immediately after the expiry of the preceding period of validity for

the trademark. In the absence of a renewal upon expiration, the registered trademark shall be

cancelled.

Copyright

On September 7, 1990, the SCNPC promulgated the PRC Copyright Law (《中華人民共
和國著作權法》), which was last amended on November 11, 2020 and such amendment

became effective on June 1, 2021, and the Implementation of Copyright Law of PRC (《中華
人民共和國著作權法實施條例》), was last amended on January 30, 2013 and became effective

on March 1, 2013. The PRC Copyright Law and its implementation regulations are the

principal laws and regulations governing related matters of copyright. Pursuant to the amended

PRC Copyright Law, products disseminated over the internet and software products, among the

subjects, are entitled to copyright protections. Registration of copyright is voluntary, and it is

administrated by the China Copyright Protection Center.

On May 18, 2006, the State Council promulgated the Regulations on the Protection of the

Right to Network Dissemination of Information (《信息網絡傳播權保護條例》), as amended

on January 30, 2013. Under these regulations, an owner of the network dissemination rights

with respect to written works or audio or video recordings who believes that information

storage, search or link services provided by an internet service provider infringe his or her

rights may require that the internet service provider delete, or disconnect the links to, such

works or recordings.

Domain name

In China, the administration of PRC internet domain names is mainly regulated by the

MIIT, under supervision of the China Internet Network Information Center, or CNNIC. On

August 24, 2017, the MIIT promulgated the Administrative Measures for Internet Domain

Names (《互聯網域名管理辦法》), or the Domain Name Measures, and became effective on

November 1, 2017. The principle of “first apply, first register” applies to domain name

registration service in accordance with the Domain Name Measures. In the event that there is

any change to the contact information of a domain name holder, the holder shall go through

formalities for changes to the registered information of its domain name with the domain name

registrar concerned within 30 days after such change arises.

According to the Circular of the MIIT on Regulating the Use of Domain Names in

Providing Internet based Information Services (《關於規範互聯網信息服務使用域名的通
知》) issued by the MIIT on November 27, 2017, and became effective on January 1, 2018, an

internet access service provider shall, pursuant to requirements stated in the Anti-Terrorism
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Law of the PRC (《中華人民共和國反恐怖主義法》) and the Cybersecurity Law, verify the

identities of internet-based information service providers, and the internet access service

providers shall not provide access services for those who fail to provide their real identity

information.

Patent

The National People’s Congress promulgated the PRC Patent Law (《中華人民共和國專
利法》) in 1984 and last amended on October 17, 2020 and such amendment became effective
on June 1, 2021. Any invention, utility model or design must meet three conditions to be
patentable: novelty, inventiveness and practical applicability. Patents cannot be granted for
scientific discoveries, rules and methods for intellectual activities, methods used to diagnose
or treat diseases, animal and plant breeds or substances obtained by means of nuclear
transformation. The Patent Office under the China National Intellectual Property
Administration is responsible for receiving, examining and approving patent applications. A
patent is valid for a twenty-year term for an invention, a ten-year term for a utility model and
a fifteen-year term for a utility design, starting from the application date. Except under certain
specific circumstances provided by law, any third party user must obtain consent or a proper
license from the patent owner to use the patent, or else the use will constitute an infringement
of the rights of the patent holder.

Regulations on Foreign Exchange

Regulations on Foreign currency exchange

The core regulations governing foreign currency exchange in China is the PRC Foreign
Exchange Administration Regulation (《中華人民共和國外匯管理條例》), which was
promulgated in 1996 and last amended in August 2008. Under the PRC Foreign Exchange
Administration Regulations, Renminbi is freely convertible into foreign currencies without
prior approval from SAFE for payments of current account items, such as distribution of
dividends, interest payments and trade and service-related foreign exchange transactions. On
the contrast, approval from or registration with appropriate government authorities is required
where Renminbi is to convert into foreign currency and remitted out of China to pay capital
account items, such as direct investments, repayment of foreign currency-denominated loans,
repatriation of investments and investments in securities outside of China.

Pursuant to the Circular of Further Improving and Adjusting Foreign Exchange
Administration Policies on Foreign Direct Investment (《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 promulgated by SAFE on November 19, 2012,
which became effective on December 17, 2012 and last amended on December 30, 2019, the
opening of various special purpose foreign exchange accounts, such as pre-establishment
expenses accounts, foreign exchange capital accounts and guarantee accounts, the reinvestment
of Renminbi proceeds by foreign investors in the PRC, and remittance of foreign exchange
profits and dividends by a foreign invested enterprise to its foreign shareholders no longer
require the approval or verification of SAFE, and multiple capital accounts for the same entity
may be opened in different provinces, which was not possible previously.
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On March 30, 2015, SAFE promulgated the Notice of the State Administration of Foreign

Exchange on Reforming the Administration of Foreign Exchange Settlement of Capital of

Foreign-invested Enterprises (《國家外匯管理局關於改革外商投資企業外匯資本金結匯管理
方式的通知》), or SAFE Circular 19, which became effective on June 1, 2015 and was

amended on December 30, 2019, in replacement of the Circular on the Relevant Operating

Issues Concerning the Improvement of the Administration of the Payment and Settlement of

Foreign Currency Capital of Foreign – Invested Enterprises (《關於完善外商投資企業外匯資
本金支付結匯管理有關業務操作問題的通知》). According to SAFE Circular 19, foreign-

invested enterprises are allowed, within the scope of business, to settle their foreign exchange

capital in their capital accounts, for which the relevant foreign exchange bureau has confirmed

monetary capital contribution rights and interests (or for which the bank has registered the

injection of the monetary capital contribution into the accounts), on a discretionary basis

according to the actual needs of their business operation. SAFE promulgated the Notice of the

State Administration of Foreign Exchange on Reforming and Standardizing the Foreign

Exchange Settlement Management Policy of Capital Account (《國家外匯管理局關於改革和
規範資本項目結匯管理政策的通知》), or SAFE Circular 16, which became effective in June

2016. SAFE Circular 19 and SAFE Circular 16 prohibit foreign-invested enterprises from using

Renminbi fund converted from their foreign exchange capitals for expenditure beyond their

business scopes, providing entrusted loans or repaying loans between non-financial enterprises.

On October 23, 2019, the SAFE issued the Notice of the State Administration of Foreign

Exchange on Further Promoting the Facilitation of Cross-border Trade and Investment (《國
家外匯管理局關於進一步促進跨境貿易投資便利化的通知》), or SAFE Circular 28, which

expressly allows non-investing foreign-invested enterprises that do not have equity

investments in their approved business scope to use their capital obtained from foreign

exchange settlement to make domestic equity investments provided that the investments are

bona fide investments and comply with the foreign investment-related laws and regulations.

In January 2017, SAFE promulgated the Circular on Further Improving Reform of

Foreign Exchange Administration and Optimizing Genuineness and Compliance Verification

(《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》), or SAFE Circular 3, which

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

more than USD50,000 from domestic entities to offshore entities, including that banks shall

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

and audited financial statements. Besides, SAFE Circular 3 also requires domestic entities to

hold their income to account for previous years’ losses before remitting the profits. Further,

according to SAFE Circular 3, domestic entities shall make detailed explanations of the sources

of capital and utilization arrangements, and provide board resolutions, contracts and other

proof when completing the registration procedures in connection with an outbound investment.

According to the SAFE Circular on Optimizing Foreign Exchange Administration to

Support the Development of Foreign-related Business (《國家外匯管理局關於優化外匯管理支
持涉外業務發展的通知》), which was promulgated and became effective on April 10, 2020,

the reform to facilitate payment of income under capital accounts shall be extended nationwide.

Enterprises, if they meet the bona fide and compliant use of funds requirements under the
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prevailing administrative provisions on use of income from capital projects, may use income

under capital accounts, such as capital funds, proceeds from issuance of foreign debt and

overseas listing, in domestic payment without the need to provide banks with verification

materials for each transaction.

Regulations on Dividend distribution

The principal regulations governing distribution of dividends of foreign-owned

enterprises include the Company Law of the PRC (《中華人民共和國公司法》), and the

Foreign Investment Law (《中華人民共和國外商投資法》). Pursuant to these regulations, a

wholly foreign-owned enterprise in China, or a WFOE, may pay dividends only out of its

accumulated profits, if any, determined in accordance with PRC accounting standards and

regulations. In addition, a WFOE is required to allocate at least 10% of its accumulated profits

each year, if any, to statutory surplus funds unless its reserves have reached 50% of the

registered capital of the enterprises. These reserves are not distributable as cash dividends. The

proportional ratio for withdrawal of rewards and welfare funds for employees shall be

determined at the discretion of the WFOE. Profits of a WFOE shall not be distributed before

the losses thereof before the previous accounting years have been made up. Any undistributed

profit for the previous accounting years may be distributed together with the distributable

profit for the current accounting year.

Regulations on Foreign Exchange Registration of Overseas Investment by PRC Residents

Pursuant to the Circular on Relevant Issues Concerning Foreign Exchange Control on

Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment through

Special Purpose Vehicles (《關於境內居民通過特殊目的公司境外投融資及返程投資外匯管理
有關問題的通知》), or SAFE Circular 37, which was issued and became effective on July 4,

2014, PRC residents, including PRC institutions and individuals, are required to register with

local branches of SAFE in connection with their direct establishment or indirect control of an

offshore entity, for the purpose of overseas investment and financing, with such PRC residents’

legally owned assets or equity interest in domestic enterprises or offshore assets or interests,

referred to in SAFE Circular 37 as a “special purpose vehicle.” SAFE Circular 37 further

requires amendment to the registration in the event of any significant changes with respect to

the special purpose vehicle, including but not limited to increase or decrease of capital

contributed by PRC individuals, share transfer or exchange, merger, division or other material

event.

In the event that a PRC shareholder holding interests in a special purpose vehicle fails to

fulfill the required SAFE registration, the PRC subsidiaries of that special purpose vehicle may

be prohibited from making distributions of profit to the offshore parent and from carrying out

subsequent cross-border foreign exchange activities and the special purpose vehicle may be

restricted in their ability to contribute additional capital into its PRC subsidiary. Failure to

comply with the various SAFE registration requirements described above could result in

liability under PRC law for foreign exchange evasion, including (i) of up to 30% of the total

amount of foreign exchange remitted overseas and deemed to have been evasive, and (ii) in
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circumstances involving serious violations, a fine of no less than 30% of and up to the total

amount of remitted foreign exchange deemed evasive. Furthermore, the persons-in-charge and

other persons at our PRC subsidiaries who are held directly liable for the violations may be

subject to criminal sanctions.

In February 2015, SAFE promulgated the Circular of Further Simplifying and Improving

the Policies of Foreign Exchange Administration Applicable to Direct Investment (《關於進一
步簡化和改進直接投資外匯管理政策的通知》), or SAFE Circular 13, which became effective

on June 1, 2015 and amended on December 30, 2019. The SAFE Circular 13 cancels the

administrative approval requirements of foreign exchange registration of foreign direct

investment and overseas direct investment, and simplifies the procedure of foreign exchange-

related registration, and foreign exchange registrations of foreign direct investment and

overseas direct investment will be handled by the banks designated by the foreign exchange

authority instead of SAFE and its branches.

Regulations on Employee Share Incentive Plans of Overseas Publicly-Listed Company

In February 2012, SAFE promulgated the Notice on Issues Concerning the Foreign

Exchange Administration for Domestic Individuals Participation in Share Incentive Plan of

Companies Listed Overseas (《關於境內個人參與境外上市公司股權激勵計劃外匯管理有關問
題的通知》), or the 2012 SAFE Notice. Under such notice and other relevant rules and

regulations, PRC residents, including PRC citizens or non-PRC citizens who reside in China

for a continuous period of not less than one year, that participate in any share incentive plan

of any overseas publicly-listed company are required to register with SAFE or its local

branches and complete certain other procedures. Participants of a share incentive plan who are

PRC residents must retain a qualified PRC agent, which could be a PRC subsidiary of the

overseas publicly listed company or another qualified institution selected by the PRC

subsidiary, to conduct the SAFE registration and other procedures with respect to the share

incentive plan on behalf of the participants.

Regulations on M&A

Six PRC regulatory agencies, including the CSRC, jointly issued the Regulations on

Mergers and Acquisitions of Domestic Enterprises by Foreign Investors (《關於外國投資者併購
境內企業的規定》), or the M&A Rules, which became effective in September 2006 and was

amended in June 2009. The M&A Rules, among other things, require offshore special purpose

vehicles, formed for overseas listing purposes through acquisitions of PRC domestic companies

and controlled by PRC companies or individuals, must obtain approval from the CSRC prior to

publicly listing such special purpose vehicle’s securities on an overseas stock exchange.

In addition, pursuant to the Circular of the General Office of State Council on

Establishing the Security Review System for Merger and Acquisition of Domestic Enterprises

by Foreign Investors (《國務院辦公廳關於建立外國投資者併購境內企業安全審查制度的通
知》) issued by the General Office of the State Council on February 3, 2011 and took effect

on March 3, 2011 and the Provisions of the Ministry of Commerce on the Implementation of
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the Safety Review System for Merger and Acquisition of Domestic Enterprises by Foreign

Investors (《商務部實施外國投資者併購境內企業安全審查制度的規定》) issued by the

MOFCOM that became effective in September 2011, mergers and acquisitions by foreign

investors that raise “national defense and security” concerns and mergers and acquisitions

through which foreign investors may acquire de facto control over domestic enterprises that

raise “national security” concerns are subject to strict review by the MOFCOM, and the rules

prohibit any activities attempting to bypass a security review, including by structuring the

transaction through a proxy or contractual control arrangement. On July 6, 2021, the General

Office of the State Council and General Office of the Central Committee of the Communist

Party of China issued Opinions on Strictly Cracking Down Illegal Securities Activities in

Accordance with the Law (《關於依法從嚴打擊證券違法活動的意見》). The opinions

emphasized the need to strengthen the administration over illegal securities activities and the

supervision on overseas listings by China-based companies and proposed to take effective

measures, such as promoting the construction of relevant regulatory systems to deal with the

risks and incidents faced by China-based overseas-listed companies.

Regulations on Tax

Regulations on Enterprise Income Tax

On March 16, 2007, the National People’s Congress promulgated the Enterprise Income

Tax Law of the PRC (《中華人民共和國企業所得稅法》), which was most recently amended

on December 29, 2018.

On December 6, 2007, the State Council enacted the Regulations for the Implementation of

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

amended on April 23, 2019, or collectively with the Enterprise Income Tax Law of the PRC, the

EIT Laws. Under the EIT Laws, 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 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 Laws 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 they have formed permanent

establishment 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, enterprise

income tax is set at the rate of 10% with respect to their income sourced from inside the PRC.
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Pursuant to the EIT Laws and relevant implementing regulations, a High and New

Technology Enterprise, or HNTE, is subject to a reduced enterprise income tax rate of 15%.

Pursuant to the EIT Laws and other relevant implementing regulations, an entity qualified as

software enterprise, or SE, is entitled to an exemption from income taxation for the first two

years, counting from the first year the entity makes a profit, and a reduction of half EIT tax

rate for the next three years.

Regulations on Value-added Tax

The Provisional Regulations of on Value-added Tax of the PRC (《中華人民共和國增值
稅暫行條例》) were promulgated by the State Council on December 13, 1993, which most

recently amended on November 19, 2017. The Implementation Rules for the Implementation

of Provisional Regulations of on Value-added Tax of the PRC (《中華人民共和國增值稅暫行
條例實施細則》) were promulgated by the Ministry of Finance on December 25, 1993 and

subsequently amended on December 15, 2008 and October 28, 2011, and the latest amendment

became into effect on November 1, 2011. Based on the Provisional Regulations of on

Value-added Tax of the PRC (《中華人民共和國增值稅暫行條例》) and the Implementation

Rules for the Implementation of Provisional Regulations of on Value-added Tax of the PRC

(《中華人民共和國增值稅暫行條例實施細則》), the State Council promulgated the Order on

Abolishing the Provisional Regulations of the PRC on Business Tax and Amending the

Provisional Regulations of on Value-added Tax of the PRC (《國務院關於廢止〈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〉的決定》), on November

19, 2019, pursuant to which 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

Value-added Tax. The Value-added Tax rates generally applicable are simplified as 17%, 11%,

6% and 0%, and the Value-added Tax rate applicable to the small-scale taxpayers is 3%.

On April 4, 2018, the Ministry of Finance and the SAT issued the Circular on Adjustment

of Value-added Tax Rates (《關於調整增值稅稅率的通知》). According to which relevant

Value-added Tax rates have been reduced from May 1, 2018, such as the deduction rates of 17%

and 11% applicable to the taxpayers who have Value-Added taxable sales activities or imported

goods have been adjusted to 16% and 10%, respectively.
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Regulations on Dividend Withholding Tax

The EIT Laws provide that since January 1, 2008, an income tax rate of 10% will

normally be applicable to dividends declared to non-PRC resident investors which do not have

an establishment or place of business in the PRC, or which have such establishment or place

of business but the relevant income is not effectively connected with the establishment or place

of business, to the extent such dividends are derived from sources within the PRC.

Pursuant to an Arrangement Between the 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 is determined by the competent PRC tax

authority to have 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 (《國家稅務總局關於執行稅收協定股息條款有關問題的
通知》), or the SAT Circular 81, effective on February 20, 2009 by the SAT, if the relevant PRC

tax authorities determine, in their discretions, 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 effective on 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 apply, including without limitation: (i)

whether the applicant is obligated to pay more than 50% of his or her income in twelve months

to residents in third country or region, (ii) whether the business operated by the applicant

constitutes the actual business activities, and (iii) whether the counterparty country or region

to the tax treaties levies any tax or grant tax exemption on relevant incomes or levies tax at a

very 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 Announcement on Issuing the Measures for the

Administration of Non-Resident Taxpayers’ Enjoyment of the Treatment under Tax Agreements

(《非居民納稅人享受協定待遇管理辦法》), which was issued by the SAT on October 14, 2019

and became effective on January 1, 2020.
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Regulations on Tax regarding Indirect Transfer

On February 3, 2015, the SAT issued the Circular on Issues of Enterprise Income Tax on

Indirect Transfers of Assets by Non-PRC 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 non-PRC resident

enterprises, may be re-characterized 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, considerations

include, inter alia, (i) whether the main value of the equity interest of the relevant offshore

enterprise derives directly or indirectly from PRC taxable assets; (ii) whether the assets of the

relevant offshore enterprise mainly consists of direct or indirect investment in China or if its

income is mainly derived from China; and (iii) whether the offshore enterprise and its

subsidiaries directly or indirectly holding PRC taxable assets have real commercial nature

evidenced by their actual function and risk exposure. According to the Circular 7, where the

payer 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. Late payment of applicable tax will

subject the transferor to default interest. The Circular 7 does not apply to transactions of sale

of shares by investors through a public stock exchange where such shares were acquired on a

public stock exchange. On October 17, 2017, the Announcement of the State Administration of

Taxation on Issues Concerning the Withholding of Non-resident Enterprise Income Tax at

Source (《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, last amended on June 15, 2018 and such amendment became effective on the same day,

which 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 the SAT Circular 7. The SAT

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 Employment and Social Welfare

Regulations on Employment in PRC

The principle regulations that govern employment and labor matters in PRC include: (i)

Labor Law of the PRC (《中華人民共和國勞動法》), which was promulgated by the SCNPC

on July 5, 1994 and last amended on December 29, 2018; (ii) the Labor Contract Law of the

PRC (《中華人民共和國勞動合同法》) which was promulgated by the SCNPC on June 29,

2007 and last amended on December 28, 2012, and (iii) the Implementing Regulations of the

Labor Contract Law of the PRC (《中華人民共和國勞動合同法實施條例》) which was

promulgated by the State Council on September 18, 2008.
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According to the regulations above, labor relationships between employers and

employees must be executed in written form, and wages shall not be lower than local standards

on minimum wages and shall be paid to employees timely. In addition, all employers are

required to establish a system for labor safety and sanitation, strictly comply with state rules

and standards and provide employees with workplace safety training. Violations of the PRC

Labor Contract Law and the PRC Labor Law may result in the imposition of fines and other

administrative penalties. For serious violations, criminal liability may arise.

Regulations on Social Welfare in PRC

Employers in China are required by PRC laws and regulations to provide employees with

welfare schemes covering pension insurance, unemployment insurance, maternity insurance,

work-related injury insurance, medical insurance and housing funds. According to the Social

Insurance Law of the PRC (《中華人民共和國社會保險法》) promulgated by the SCNPC on

October 28, 2010 and amended on December 29, 2018, together with other relevant laws and

regulations, any employer shall register with the local social insurance agency within thirty

days after its establishment and shall register for the employee with the local social insurance

agency within thirty days after the date of hiring. An employer shall declare and make social

insurance contributions in full and on time. The occupational injury insurance and maternity

insurance shall be only paid by employers while the contributions of basic pension insurance,

medical insurance and unemployment insurance shall be paid by both employers and

employees. Any employer that fails to make social insurance contributions may be ordered to

pay the required contributions within a stipulated deadline. If the employer still fails to rectify

the noncompliance 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 Administration of Housing Fund (《住房公積金管理條
例》) promulgated by the State Council on April 3, 1999, and last amended on March 24, 2019,

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, a

petition may be made to a local court for enforcement. In addition, the PRC Individual Income

Tax Law (《中華人民共和國個人所得稅法》) requires companies operating in China to

withhold individual income tax on employees’ salaries based on the actual salary of each

employee upon payment. We have not made adequate contributions to employee benefit plans,

as required by applicable PRC laws and regulations.

Regulations on Anti-Monopoly Matters related to Internet Platform Companies

The Anti-monopoly Law of the PRC (《中華人民共和國反壟斷法》), which was

promulgated by the SCNPC on August 30, 2007 and took effect on August 1, 2008, On June

24, 2022, the SCNPC revised the Anti-monopoly Law which became effective on August 1,

2022. The Anti-monopoly Law 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.
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The PRC Anti-monopoly Law requires that the Anti-monopoly law enforcement agency

be notified in advance of any transaction where the parties’ turnover in the China market and/or

global market exceed certain thresholds and the buyer would obtain control of, or decisive

influence over, the target as a result of the business combination. As further clarified by the

Provisions of the State Council on the Threshold of Filings for Undertaking Concentrations

(《國務院關於經營者集中申報標準的規定》) issued by the State Council in 2008 and

amended in September 2018, such thresholds include: (i) the total global turnover of all

operators participating in the transaction exceeds RMB10 billion in the preceding fiscal year

and at least two of these operators each had a turnover of more than RMB400 million within

China in the preceding fiscal year, or (ii) the total turnover within China of all the operators

participating in the transaction exceeded RMB2 billion in the preceding fiscal year, and at least

two of these operators each had a turnover of more than RMB400 million within China in the

preceding fiscal year. There are numerous factors the Anti-monopoly law enforcement agency

considers in determining “control” or “decisive influence,” and, depending on certain criteria,

the Anti-monopoly law enforcement agency may conduct Anti-monopoly review of

transactions in respect of which it was notified.

On September 11, 2020, the Anti-monopoly Commission of the State Council issued the

Anti-monopoly Compliance Guideline for Operators (《經營者反壟斷合規指南》), which

requires, under the PRC Anti-monopoly Law, operators to establish Anti-monopoly compliance

management systems to prevent Anti- monopoly compliance risks.

On February 7, 2021, the Anti-monopoly Commission of the State Council published the

Guidelines to Anti-Monopoly in the Field of Internet Platforms (《關於平台經濟領域的反壟斷
指南》), or the Anti-Monopoly Guidelines for Internet Platforms. The Anti-Monopoly

Guidelines for Internet Platforms prohibits certain monopolistic acts of Internet platforms so

as to protect market competition and safeguard interests of users and undertakings participating

in Internet platform economy, including without limitation, prohibiting platforms with

dominant position from abusing their market dominance (such as discriminating customers in

terms of pricing and other transactional conditions using big data and analytics, using bundle

services to sell services or products).

On November 15, 2021, the SAMR published the Overseas Anti-monopoly Compliance

Guidelines for Enterprises (《企業境外反壟斷合規指引》), which is aimed at helping PRC

companies establish and strengthen overseas anti-monopoly compliance systems to reduce

overseas anti-monopoly compliance risks. The Guidelines apply to both PRC enterprises that

conduct business and operation overseas and PRC enterprises that conduct business and

operations in the PRC and may have certain impacts on overseas markets, in particular for

those that conduct import and export trade, overseas investments, acquisition, transfer or

license of intellectual properties and tendering and bidding activities.

On December 24, 2021, the NDRC and other eight governmental authorities jointly issued

the Opinions on Promoting the Standardized, Healthy and Sustainable Development of the

Platform Economy (《國家發展改革委等部門關於推動平台經濟規範健康持續發展的若干意
見》) which provide guidelines on regulating various aspects of online platform businesses in
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China, including, among other, anti-monopoly, unfair competition, platform-related price

behaviors, investments in financial institutions and user data issues in the internet platform

economy, to promote the industry’s sound and sustained development.

Anti-unfair Competition Law

Competition among business operators is generally governed by the Anti-unfair

Competition Law of the PRC (《中華人民共和國反不正當競爭法》), or the Anti-unfair

Competition Law (《反不正當競爭法》), which was promulgated by the SCNPC on September

2, 1993 and amended on November 4, 2017 and April 23, 2019 respectively. According to the

Anti-unfair Competition Law, when trading on the market, operators must abide by the

principles of voluntariness, equality, fairness and honesty and observe laws and business

ethics. Acts of operators constitute unfair competition where they contravene the provisions of

the Anti-unfair Competition Law and disturb market competition with a result of damaging the

lawful rights and interests of other operators or consumers. When the lawful rights and

interests of an operator are damaged by the acts of unfair competition, it may institute

proceedings in a People’s court. In comparison, where an operator commits unfair competition

in contravention of the provisions of the Anti-unfair Competition Law and causes damage to

another operator, it will be responsible for compensating for the damages.

OVERVIEW OF THE LAWS AND REGULATIONS RELATING TO OUR BUSINESS
AND OPERATIONS IN THE UNITED STATES

As SEC-registered broker-dealers, Moomoo Financial Inc. and Futu Clearing Inc. are

subject to various laws and regulations in the United States. This overview summarizes certain

material aspects of those laws and regulations as they pertain to Moomoo Financial Inc. and

Futu Clearing Inc.

Licensing

Broker-dealers operating in the United States are, with limited exceptions, required to

register with the SEC. Registration with the SEC is conditioned upon the broker-dealer

becoming a member in good standing of FINRA. There are not separate categories of

broker-dealer registration with the SEC. However, a broker-dealer’s membership agreement

with FINRA will specify the nature of the business which may be conducted by the

broker-dealer. Any material changes in the broker-dealer’s business must be approved by

FINRA. Moomoo Financial Inc. is currently authorized to conduct business as an introducing

broker, engaging in transactions in domestic equity securities, mutual funds and options as well

as foreign securities. It is also authorized to act as an underwriter or selling group participant

in offerings of corporate securities other than mutual funds. Futu Clearing Inc. is currently

authorized to conduct business as a clearing broker in equity securities and options and to

arrange transactions in listed and over-the-counter securities.
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In addition to SEC and FINRA registration, broker-dealers in the United States are

required to register with certain states, based upon the location of their business facilities and

the nature of their operations in any particular state. However, while state governments may

require registration and prosecute misconduct, they are generally prohibited from imposing

additional regulatory requirements on broker-dealers.

The principals and employees of U.S. broker-dealers are also required to be licensed with

FINRA and the applicable states unless their conduct is limited to ministerial activities. There

are a variety of individual license categories for both supervisors and other employees, each

of which requires the individual to pass a specific examination.

All broker-dealers in the United States are also required to become members of the

Securities Investor Protection Corporation, or the SIPC, which insures customer accounts

against losses (subject to a cap) that result from the broker-dealer’s failure. SIPC does not

insure against investment losses.

Net Capital and Customer Protection

Broker-dealers in the United States are required to maintain minimum net capital in

accordance with SEC Rule 15c3-1. The computation of net capital is intended to determine the

broker-dealer’s liquidity and requires various adjustments to GAAP net worth. The amount of

required net capital varies based upon the nature and scope of the broker-dealer’s business.

Clearing brokers that carry customer accounts typically have substantially higher net capital

requirements than introducing brokers. Broker-dealers that fall out of compliance with the net

capital requirements must immediately correct the shortfall or suspend doing business until

they are again in compliance with the requirements.

Rule 15c3-3, the SEC’s customer protection rule, requires broker-dealers who have

custody of client assets to establish a segregated bank account for the exclusive benefit of its

customers. The rule also requires broker-dealers to obtain possession or control of securities

carried by the broker-dealer for the account of clients, places limitations on the ability of a

broker-dealer to access client funds or securities for use in the broker-dealer’s business and

delineates the requirements for directing free credit balances in a customer account to a bank

pursuant to a sweep program. Rule 15c3-3 also delineates requirements for broker-dealers who

want to lend fully paid or excess margin securities held in a customer’s account.
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Margin Lending

Margin lending by broker-dealers is subject to the margin rules adopted by the Federal

Reserve Board (“Regulation T”) and certain FINRA rules. Futu customers in the U.S.

generally trade through margin accounts. Regulation T provides that broker-dealers may only

extend credit for the purchase of “margin securities”; generally securities traded on a

recognized stock exchange. The initial extension of credit may not exceed 50% of the value of

the securities to be purchased. Regulation T requires broker-dealers to impose trading

restrictions on accounts that fail to make timely payment for securities.

FINRA rules supplement Regulation T, particularly with respect to the maintenance

margin required. In addition, broker-dealers are free to impose their own margin requirements

that are more restrictive than those required by Regulation T or FINRA.

Before a customer may trade on margin, the broker-dealer must provide the customer with

extensive disclosure about the risks of margin trading and the customer must agree in writing

to the margin terms offered by the broker-dealer.

Know Your Customer; Anti-Money Laundering

Under the Bank Secrecy Act and related SEC and FINRA rules, broker-dealers are

required to guard against money laundering and terrorist financing. This requires broker-

dealers to implement a customer identification program to verify a customer’s identity and to

determine if a proposed customer is on any lists of restricted persons with whom business is

prohibited. In addition, broker-dealers must adopt and enforce a written anti-money laundering

compliance program, reasonably designed to achieve and monitor compliance with the

requirements of the Bank Secrecy Act and its implementing regulations. Such programs must

include policies and procedures that: (i) can be reasonably expected to detect and cause the

reporting of suspicious transactions; (ii) provide for independent testing for compliance, (iii)

designate and identify an individual or individuals responsible for implementing and

monitoring the day-to-day operations and internal controls of the program and (iv) provide

ongoing training for appropriate broker-dealer personnel.

Disclosures to Clients

All broker-dealers that provide any brokerage services to retail customers must provide

the customers with certain disclosures on Form CRS. Disclosures in the Form CRS include the

nature of the services offered by the broker-dealer, fees and charges, conflicts of interest and

whether or not any of the broker-dealer’s personnel have been subjected to disciplinary

proceedings. The Form CRS must also be filed with the SEC and made available on the

broker-dealer’s website.
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Broker-dealers are also required to disclose to their clients in new account documentation

and/or through their website various matters such as the risks of investing in foreign securities,

the risks of margin trading, the risks of investing in penny stocks, the risks of day trading, any

arrangements the broker-dealer may have for payment for order flow and the broker-dealer’s

business continuity plan.

SEC and FINRA rules require broker-dealers to provide clients with trade confirmations

that comply with the requirements of SEC Rule 10b-10. In addition, clients must be provided

with an account statement not less than once a quarter. Clients may consent to electronic

delivery of confirmations, statements and other communications from the broker-dealer.

Sales Practices

SEC and FINRA rules prohibit the use of false, deceptive and misleading sales practices.

The SEC and FINRA are currently conducting an industry-wide review to determine if certain

digital engagement practices used by broker-dealers improperly incentivize customers to

undertake excessive or risky trading. Following this review, the SEC and/or FINRA might

adopt new rules regulating digital engagement practices by broker-dealers.

Because neither Moomoo Financial Inc. nor Futu Clearing Inc. make investment

recommendations or otherwise solicit specific trading actions, they are not required to comply

with the “best interest” provisions of SEC Regulation BI or FINRA’s suitability requirements.

Best Execution

The SEC and FINRA require broker-dealers that execute trades, like Futu Clearing Inc.,

to use reasonable diligence to obtain for their clients the most favorable terms available under

prevailing market conditions. In determining how to best execute an order, the broker-dealer

may consider the size of the order, the availability of the security in various markets, liquidity,

timing and any other requirements of the client. Broker-dealers that receive third party

payments for order flow must ensure that such arrangements do not compromise their duty of

obtaining best execution for their clients.

Participation in Underwritten Offerings

Broker-dealers that act as underwriters or selling group members in SEC-registered,

underwritten offerings are required to comply with various SEC rules governing such offerings.

Such requirements include a prohibition on accepting customer orders prior the SEC declaring

the relevant registration statement effective, limitations on the timing and content of marketing

materials that may be used in connection with the offering, and restrictions on trading activity

during the period immediately preceding and following a new issue or an underwritten offering

for a thinly traded stock.
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Prevention of Insider Trading

All broker-dealers are required to adopt policies and procedures intended to prevent

unlawful trading based on material, non-public information. Neither broker-dealers nor their

employees may use material non-public information obtained in the course of their business to

trade securities or to provide trading tips to other persons. Such policies and procedures should

include a clear statement of the policy provided to all personnel, on-going training, procedures

to monitor trading by all personnel and, as appropriate, internal information barriers to prevent

the sharing of material non-public information with persons who do not need access to such

information.

Protecting Privacy of Customer Data and Information

Regulation S-P requires broker-dealers to provide their customers with a copy of their

privacy policy, which describes among other things what non-public information about

customers is collected by the broker-dealer, and what non-public information might be shared

with affiliates or third parties. With limited exceptions, customers must be provided with an

opportunity to opt out of disclosures to third parties. Certain states such as California have

imposed additional privacy requirements.

Regulation S-P also requires broker-dealers to adopt policies and procedures designed to

safeguard customer data and records from unauthorized access. Broker-dealers are required to

implement appropriate cybersecurity measures that include administrative, technical and

physical safeguards. The cybersecurity measures must be periodically tested for effectiveness.

Regulatory authorities in the United States have recently increased their scrutiny of the

programs implemented by broker-dealers to prevent cybersecurity breaches or unauthorized

access to customer accounts.

Records and Reporting

SEC-registered broker-dealers are subject to extensive recordkeeping and reporting

requirements. SEC Rule 17a-3 specifies a range of records that must be maintained, including

trading and customer account records, financial records and net capital computations,

employee records and copies of all advertisements and written communications with

customers. In addition, broker-dealers must ensure that all of their email communications

relating to the broker-dealer’s business are transmitted using authorized systems and are

archived for future access.

All required records must be preserved for various periods of time specified in SEC Rule

17a-4. Generally, records may be preserved electronically, as long as the electronic system

satisfies minimum standards to ensure the records are accessible and not subject to alteration.

Certain records may be maintained with third party providers, including cloud services, if the

third party agrees to make the records available to the SEC and other regulatory authorities

upon request.
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Broker-dealers must file with the SEC annual reports that include audited financial

systems, as well as quarterly financial reports. In addition, net capital computations must be

filed on a quarterly or monthly basis, depending upon the nature of the broker-dealer’s

business. An additional annual filing is required with FINRA to address the firm’s compliance

with its regulatory obligations.

U.S. broker-dealers are also required to report to the SEC and FINRA most customer

complaints and legal actions. The broker-dealer must update the reporting to disclose how the

matter was resolved.

Supervision

All SEC-registered broker-dealers must adopt written supervisory procedures and

implement supervisory controls and procedures designed to enable the broker-dealer to monitor

and enforce compliance with applicable regulatory requirements. Such supervisory procedures

are required not only by FINRA rules, but also to protect the broker-dealer against customer

claims or regulatory sanctions based on the misconduct of its supervised personnel.

Supervisory procedures should include, among other things, a designated chief compliance

officer, internal inspections, reviews of correspondence and emails, periodic monitoring of

customer activity and reasonable investigations of new hires. The broker-dealer must also

prohibit its employees from engaging in outside business activities or from maintaining outside

securities accounts unless such activity has been disclosed to and approved by the broker-

dealer. Broker-dealers are required to review and approve advertising materials that promote

their business, including materials prepared or disseminated by affiliates or third party

contractors. The broker-dealer must also ensure that it implements an appropriate training

program for its personnel that complies with specific requirements delineated by FINRA.

Regulatory Oversight

Broker-dealers conducting business in the United States may be examined at any time by

officials from the SEC, FINRA or any state in which the broker-dealer is licensed. Following

an examination, the regulatory authority will usually issue a written report discussing any

identified deficiencies. The broker-dealer is provided an opportunity to respond to the report.

While most deficiencies are resolved through mutually agreed corrective actions, more serious

violations may be referred for administrative or civil proceedings. Such proceedings may result

in the imposition of fines, cease and desist orders, disgorgement orders, the suspension of

personnel or lines of business or the revocation of licenses to conduct business. While

broker-dealers have the right to contest proceedings brought against them by regulatory

authorities, as a practical matter most such proceedings are resolved through a negotiated

settlement. The resolution is a public record, unless the sanction is a fine of US$2,500 or less.

Under the Exchange Act, a broker-dealer and its principals may be held responsible for

misconduct committed by persons under their supervision. It is fairly common in regulatory

enforcement proceedings for a broker-dealer and its supervisory personnel to be sanctioned

whenever there has been serious misconduct by any of the broker-dealer’s personnel.
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OVERVIEW OF THE LAWS AND REGULATIONS RELATING TO OUR BUSINESS
AND OPERATIONS IN SINGAPORE

As we provide online brokerage services in Singapore through our subsidiary, Moomoo

Financial Singapore, our business operations are subject to the laws of Singapore. The key laws

and regulations which relate to our business and operations in Singapore are summarized as

follows:

Regulatory Requirements under the Securities and Futures Act

The Securities and Futures Act 2001 of Singapore (2020 Revised Edition) (the “SFA”) is

the principal legislation regulating activities and institutions in the securities and derivatives

industry in Singapore.

The SFA is administered by the Monetary Authority of Singapore (the “MAS”), which is

Singapore’s central bank and integrated financial regulator. As an integrated financial

supervisor, the MAS has oversight of all financial institutions in Singapore, including banks,

insurers, capital market intermediaries (such as Moomoo Financial Singapore), and financial

advisors. To this end, the MAS also establishes rules for such financial institutions which are

implemented through legislation, regulations, directions and notices. MAS guidelines are also

formulated and published to encourage best practices among financial institutions in

Singapore.

In particular, Part 4 of the SFA provides for the licensing and regulation of certain

regulated activities typically carried out by capital markets intermediaries (such as Moomoo

Financial Singapore).

Types of Regulated Activities under Part 4 of the SFA

Part 4 of the SFA governs the conduct of regulated activities typically carried out by

capital market intermediaries. Under Section 82(1) of the SFA, a person carrying on business

in a regulated activity is required to hold a Capital Markets Services Licence (“CMSL”),

issued by the MAS, unless an exemption applies. The CMSL system is a modular licensing

system, in that an entity will hold one single CMSL covering the different types of regulated

activities under the SFA which it engages or intends to engage in.
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The categories of activities regulated under the SFA are set out under Part 1 of the Second

Schedule to the SFA as follows:

(1) dealing in capital markets products;

(2) advising on corporate finance;

(3) fund management;

(4) real estate investment trust management;

(5) product financing;

(6) providing credit rating services; and

(7) providing custodial services.

It is an offense for a person to carry on business, or hold himself out as carrying on

business, in any regulated activity without the appropriate licence issued by the MAS.

In addition, where a CMSL has been granted by the MAS, the grant may be subject to

such conditions and restrictions as the MAS thinks fit. It is an offence for a person to

contravene any such condition or restriction in the licence.

Activities which Moomoo Financial Singapore is Licensed to Conduct in Singapore

As at the Latest Practicable Date, Moomoo Financial Singapore holds a CMSL (License

No. CMS101000) and is licensed under the SFA to conduct the following regulated activities:

(1) dealing in capital markets products;

(2) product financing; and

(3) providing custodial services.

Under the SFA, “capital markets products” include, amongst others, securities,(1) units in

a collective investment scheme, derivatives contracts, and spot foreign exchange contracts for

the purposes of leveraged foreign exchange trading. The term “dealing in capital markets

products” in turn means (whether as principal or agent) making or offering to make with any

person, or inducing or attempting to induce any person to enter into or to offer to enter into any

agreement for or with a view to acquiring, disposing of, entering into, effecting, arranging,

subscribing for, or underwriting any capital markets product. This definition thus captures both

the role of executing transactions involving capital markets products as well as the role of
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soliciting transactions involving capital markets products. Currently, under the CMSL granted

to it, Moomoo Financial Singapore may carry on business in dealing in capital markets

products only in respect of securities, units in a collective investment scheme and exchange-

traded derivatives contracts.

“Product financing” is described under the SFA as referring generally to providing any

credit facility, advance or loan to facilitate (directly or indirectly) the subscription or purchase

of specified products(2) listed or to be listed on an organised market,(3) the purchase of

specified products prescribed by the MAS, or the continued holding of such specified products

(whether or not the specified products are pledged as security).

Notes:

(1) Under the SFA, the term “securities” generally refers to shares, debentures, and units in a business trust
or any instrument conferring or representing a legal or beneficial ownership interest in a corporation,
partnership or limited liability partnership.

(2) Under the SFA, “specified products” means securities, specified securities-based derivatives contracts
or units in a collective investment scheme.

(3) “Organised market” typically refers to securities exchanges, and is defined under the SFA to mean
(among other things), a place at which, or a facility (whether electronic or otherwise) by means of
which, offers or invitations to exchange, sell or purchase derivatives contracts, securities or units in
collective investment schemes, are regularly made on a centralised basis, being offers or invitations that
are intended or may reasonably be expected to result, whether directly or indirectly, in the acceptance
or making, respectively, of offers to exchange, sell or purchase derivatives contracts, securities or units
in collective investment schemes (whether through that place or facility or otherwise). The term
however does not include a place or facility used by only one person to regularly make offers or
invitations, or to regularly accept offers, to sell, purchase or exchange derivatives contracts, securities
or units in collective investment schemes.

“Providing custodial services” is described under the SFA to mean broadly, in relation to

specified products, providing or agreeing to provide any service where the person providing the

service has, under an arrangement with another person (the customer), possession or control of

the specified products of the customer and carries out one or more of the following functions

for the customer:

(a) settlement of transactions relating to the specified products;

(b) collecting or distributing dividends or other pecuniary benefits derived from

ownership or possession of the specified products;

(c) paying tax or other costs associated with the specified products;

(d) exercising rights, including without limitation voting rights, attached to or derived

from the specified products; and

(e) any other function necessary or incidental to the safeguarding or administration of

the specified products.
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The CMSL granted to Moomoo Financial Singapore by the MAS is subject to certain

conditions.(4)

Notes:

(4) The conditions are as follows:

1. Moomoo Financial Singapore shall obtain the prior approval of the MAS for any change of its
members or shareholdings of its members which will result in any person, alone or acting together
with any connected person, being in a position to control not less than 20% of the voting power
in Moomoo Financial Singapore or to hold interest in not less than 20% of the issued shares of
Moomoo Financial Singapore. Moomoo Financial Singapore shall immediately notify the MAS
of any other changes of its members or shareholding of its members.

2. Moomoo Financial Singapore shall inform MAS of (i) the resignation of its chief executive
officer or any of its directors; (ii) any change in the nature of appointment or country of residence
of the chief executive officer or any of its directors; and (iii) any change in the business interests
or shareholdings of its chief executive officer or any of its directors provided to the MAS in the
prescribed form.

3. Moomoo Financial Singapore shall not acquire or hold, whether directly or indirectly, an interest
of 20% or more of the share capital of any corporation, or establish any branch (whether in
Singapore or elsewhere), without first obtaining the prior approval of MAS.

4. Moomoo Financial Singapore shall immediately inform MAS of any matter which may adversely
affect its financial position to a material extent.

5. Moomoo Financial Singapore shall conduct its business in such a manner as to avoid conflicts of
interests, and should such conflicts arise, shall ensure that they are resolved fairly and equitably.

6. Prior to the cessation of its business in the regulated activities for which it is licensed, Moomoo
Financial Singapore shall ensure that its liabilities and obligations to all customers have been
fully discharged or provided for.

7. Moomoo Financial Singapore shall immediately inform the MAS when it becomes aware of the
occurrence of any of the following:

(i) where any offence is committed by or any disciplinary action is taken against Moomoo
Financial Singapore or any of its officers or representatives, whether in Singapore or
elsewhere;

(ii) where Moomoo Financial Singapore or any of its officers or representatives is the subject
of an investigation or when any civil or criminal proceedings are instituted against
Moomoo Financial Singapore or any of its officers or representatives, whether in
Singapore or elsewhere;

(iii) where there is any breach of any laws or regulations, business rules or codes of conduct,
whether in Singapore or elsewhere; or

(iv) any other matter that would affect Moomoo Financial Singapore or any of its officers’ or
representatives’ ability to meet the criteria set out in the Guidelines on Fit and Proper
Criteria issued by MAS.

8. Moomoo Financial Singapore shall produce its books to independent auditors to be selected by
the MAS to conduct any audit on Moomoo Financial Singapore. All expenses arising from such
audit shall be borne by Moomoo Financial Singapore.
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9. Moomoo Financial Singapore shall give written notice to MAS seven days prior to the execution
of an agreement for the purchase, sale, merger or any other business combination of all or any
part of the business (where such part could operate as a viable business enterprise if it were a
stand-alone entity) in a regulated activity under the SFA for which its CMSL is granted. Where
any transaction, as described in the foregoing, is not documented in an agreement, Moomoo
Financial Singapore shall give written notice to MAS seven days prior to the execution of the
transaction.

10. Moomoo Financial Singapore shall ensure that any person it employs or appoints to act as its
representative in respect of any regulated activity for which Moomoo Financial Singapore is
licensed to provide is an appointed, temporary or provisional representative in respect of that
regulated activity.

11. Moomoo Financial Singapore shall not carry on any moneylending without the prior approval of
the MAS.

12. Moomoo Financial Singapore shall inform MAS promptly when it has fewer than 2 full-time
appointed representatives in respect of each relevant regulated activity under the SFA.

13. Moomoo Financial Singapore shall provide MAS with a Letter of Responsibility, Letter of
Undertaking, Banker’s Guarantee and/or Professional Indemnity Insurance, as may be required by
MAS and in such form as MAS may require. Moomoo Financial Singapore shall ensure that such
Letter of Responsibility, Letter of Undertaking, Banker’s Guarantee and/or Professional
Indemnity Insurance, as may be required by MAS, remain(s) in force as long as the licence
remains valid.

14. Moomoo Financial Singapore and its representatives shall at all times, comply with all foreign
laws and regulations that apply to the activities that they conduct.

15. Moomoo Financial Singapore must ensure that each of its appointed, temporary or provisional
representatives only carries on business in dealing in capital markets products in respect of 1 or
more types of capital markets product that are indicated against the name of that representative
in the public register of representatives. The aforementioned “types of capital markets products”
refer to each of the following classes:

(a) securities;

(b) units in a collective investment scheme;

(c) exchange-traded derivatives contracts;

(d) over-the-counter derivatives contracts; or

(e) spot foreign exchange contracts for the purposes of leveraged foreign exchange trading.

16. Moomoo Financial Singapore must notify the MAS of any addition to the list of capital markets
products indicated against its appointed representative’s name in the public register of
representatives, by lodging a notice in a prescribed form and in the manner specified at
http://www.mas.gov.sg.

17. Moomoo Financial Singapore shall, no later than the next business day after the day on which any
of its appointed representatives, provisional representatives or temporary representatives has
ceased to carry on business in dealing in capital markets products in respect of any or all types
of capital markets products indicated against his name in the public register of representatives,
notify the MAS by lodging a notice in the prescribed form and in the manner specified at
http://www.mas.gov.sg.
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18. Where Moomoo Financial Singapore intends to carry on business in dealing in capital markets
products in respect of any additional type of capital markets products other than securities, units
in a collective investment scheme and exchange-traded derivatives contracts, Moomoo Financial
Singapore must seek MAS’ approval to deal in those additional types of capital markets products
by lodging a notice in the prescribed form and in the manner specified at http://www.mas.gov.sg.
The MAS may require Moomoo Financial Singapore to furnish it with such information or
documents as the MAS considers necessary in relation to its request.

19. Where Moomoo Financial Singapore ceases carrying on business in dealing in capital markets
products in respect of any type of capital markets products, but has not ceased to carry on
business in dealing in capital markets products in the remaining types of capital markets products,
Moomoo Financial Singapore must notify MAS of such cessation by lodging a notice in the
prescribed form and in the manner specified at http://www.mas.gov.sg, by not later than 14 days
from the date of cessation.

20. Where Moomoo Financial Singapore has commenced carrying on business in dealing in capital
markets products in respect of some types of capital markets products but not others for which
it is allowed to deal in under its licence by the end of the period of 6 months from the date on
which its licence was granted (or such longer period as the MAS may allow in any particular
case), Moomoo Financial Singapore must immediately lodge with the MAS a notice in the
prescribed form.

21. Where the MAS varies the types of capital markets products in respect of which Moomoo
Financial Singapore carries on business in dealing after receiving the request in condition 18
above, or the notifications in conditions 19 or 20 above, the MAS may issue a new licence to
Moomoo Financial Singapore which reflects the types of capital markets products in respect of
which it carries on business in dealing.

22. Moomoo Financial Singapore must carry on business in dealing in capital markets products only
in respect of capital markets products that are securities, units in a collective investment scheme
and exchange-traded derivatives contracts.

23. Moomoo Financial Singapore shall satisfy itself of compliance with all relevant laws and
requirements in the relevant foreign jurisdictions, before it starts offering products and services
to investors residing in that foreign jurisdiction.

Representatives, Directors, and CEO Requirements

Under Section 99B(1) of the SFA, individuals who are employed by or who are acting for

a CMSL holder in Singapore to carry out the regulated activities are required to be appointed,

provisional or temporary representatives under the SFA, unless exempted.

In addition, pursuant to the MAS Guidelines SFA 04-G01 on Criteria for the Grant of a

Capital Markets Services Licence (last revised on August 2, 2022), Moomoo Financial

Singapore is required to employ at least two full-time individuals as appointed representatives

in respect of each of the regulated activities which it is being licensed to conduct. Moomoo

Financial Singapore should also ensure a minimum of two directors on its board, at least one

of whom is resident in Singapore. The chief executive officer of Moomoo Financial Singapore

should also be resident in Singapore. The approval of the MAS should be obtained prior to the

appointment of its chief executive officer, resident directors, and any director who is directly

responsible for its business in Singapore.
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‘Fit and Proper’ Requirement

Persons applying to the MAS for a CMSL under the SFA, as well as its directors,

representatives, and shareholders, must satisfy, and continue to satisfy after the grant of the

CMSL by the MAS, that they are fit and proper persons. Generally, a fit and proper person

means one who is financially sound, competent, honest, and has not been in breach of relevant

laws and regulations. MAS administers this regime through a set of Fit and Proper Guidelines

which all classes of regulated entities (including CMSL holders) are ordinarily expected to

follow.

Base Capital Requirements

A corporation granted a CMSL in respect of regulated activities shall at all times meet the

base capital requirement thresholds under the Securities and Futures (Financial and Margin

Requirements for Holders of Capital Markets Services Licences) Regulations (“SF(FMR)R”),

in respect of the regulated activities for which it is licensed to conduct. In view of this

obligation, it would be prudent for the CMSL holder to maintain an additional capital buffer

over and above the requisite base amount. The base capital requirement thresholds applicable

to the regulated activities carried on by Moomoo Financial Singapore are set out under the First

Schedule to the SF(FMR)R as follows:

Regulated activity
Base capital
requirement

Dealing in capital markets products that are securities, units in

a collective investment scheme or exchange-traded derivatives

contracts and the applicant is not a member of an approved

exchange.(5) ������������������������������������������ S$1 million
Carrying out product financing. ���������������������������� S$1 million
Providing custodial services.������������������������������� S$1 million

Generally, where more than one base capital requirement is applicable to a CMSL holder,

the highest of such base capital requirements will apply. Hence, the base capital requirement

of Moomoo Financial Singapore is S$1 million.

By Regulation 4 of the SF(FMR)R, a CMSL holder shall not cause or permit its base

capital to fall below the base capital requirement applicable to it. Where the base capital falls

below the base capital requirement or where the CMSL holder becomes aware that the base

capital will fall below the base capital requirement, the MAS must be notified immediately.

Notes:

(5) Under the SFA, an “approved exchange” means a corporation that is approved by the MAS under the
SFA as an approved exchange. An example of such an approved exchange is the Singapore Exchange
Securities Trading Limited, or SGX.
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Risk Capital Requirements

Furthermore, a CMSL holder shall at all times meet the risk-based capital requirement in

the SF(FMR)R upon obtaining its licence. The particular capital requirements are generally

based on various risk factors faced by the CMSL holder, and the risk measurements are proxied

from various items of information within the CMSL holder’s financial statements. In this

regard, under Regulations 6 and 7 of the SF(FMR)R, a licensed corporation shall:

(a) not cause or permit its financial resources (as defined in the SF(FMR)R and by

notices issued by MAS) to fall below the total risk requirement (as defined in the

SF(FMR)R and by notices issued by MAS); and

(b) immediately notify the MAS if its financial resources fall below 120% of its total

risk requirements.

Continuing Obligations

An entity licensed under Part 4 of the SFA would typically expect that various ongoing

operational obligations would apply, in addition to any specific conditions which the MAS may

impose when granting its licence. There are different ongoing business conduct compliance

obligations depending on the relevant licensing category. In respect of Moomoo Financial

Singapore, these include, but are not limited to, the following requirements under the Securities

and Futures (Licensing and Conduct of Business) Regulations (“SF(LCB)R”):

(a) maintenance of a minimum deposit sum of S$100,000 with the MAS (Regulation 7

of the SF(LCB)R);

(b) implement, and ensure compliance with, effective written policies on all operational

areas, including financial policies, accounting and internal controls, and internal

auditing (Regulation 13(b)(i) of the SF(LCB)R);

(c) identify, address and monitor the risks associated with the trading or business
activities (Regulation 13(b)(iii) of the SF(LCB)R);

(d) ensure that its business activities are subject to adequate internal audit (Regulation
13(b)(iv) of the SF(LCB)R);

(e) detailed book-keeping and record-keeping obligations (Regulation 39 of the
SF(LCB)R);

(f) provision of statements to customers (Regulation 40 of the SF(LCB)R); and

(g) regulations on product advertisements (Regulation 46 of the SF(LCB)R).
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Licensing Regime under the Financial Advisers Act

For completeness, the provision of financial advisory services is regulated in Singapore
under the Financial Advisers Act 2001 (2020 Revised Edition) (“FAA”), and its related
subsidiary legislation.

Under Section 6(1) of the FAA, a person is not to act as a financial adviser in Singapore
in respect of any financial advisory services unless he is authorised to do so in respect of that
financial advisory service by a financial adviser’s licence (“FAL”), or is an exempt financial
adviser. Further, under Section 6(4) of the FAA, a person who contravenes Section 6(1) will
be liable on conviction to a maximum fine of S$75,000 or imprisonment for a term of up to
3 years or both.

The term “financial adviser” generally refers to a person who carries on a business of
providing any financial advisory service under the FAA. There are currently 3 types of
financial advisory services under the FAA:

a. advising others, either directly or through publications or writings, and whether in
electronic, print or other form, concerning any investment product;(6)

b. advising others by issuing or promulgating research analyses or research reports,
whether in electronic, print or other form, concerning any investment product; and

c. arranging of any contract of insurance in respect of life policies (other than a
contract of reinsurance).

As at the Latest Practicable Date, Moomoo Financial Singapore is an exempt financial
adviser under the FAA, but has not commenced to conduct the above regulated activities in
Singapore yet.

Notes:

(6) Under the FAA, “investment product” includes any capital markets products, spot foreign exchange
contracts other than for the purposes of leveraged foreign exchange trading, and any life policy.

Anti-Money Laundering And Counter-Terrorist Financing (“AML/CTF”)

Sector-specific requirements applicable to capital markets intermediaries

In Singapore, corporations which are licensed by the MAS are required to comply with

the applicable anti-money laundering and counter-terrorist financing laws and regulations in

Singapore as well as various notices and guidelines. In particular, Moomoo Financial

Singapore as a CMSL holder will be required to comply with the Notice on Prevention of

Money Laundering and Countering the Financing of Terrorism – Capital Markets

Intermediaries (last revised on April 20, 2022) (“SFA 04-N02”) issued by the MAS, read

together with the Guidelines to MAS Notice SFA 04-N02 (collectively, the “AML/CTF
Notices and Guidelines”).
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The AML/CTF Notices and Guidelines establish a framework within which CMSL

holders are to design and develop their own AML/CTF policies, procedures and controls to

help prevent money laundering and terrorism financing in Singapore. A CMSL holder should,

among other things:

(a) take appropriate steps to identify, assess and update its money laundering and

terrorism financing risks in relation to the launch or use of new products, new

business practices, new delivery mechanisms, or new or developing technologies,

and to ensure that appropriate measures and controls are implemented to mitigate

and manage such risks;

(b) conduct anti-money laundering and customer due diligence (“CDD”) checks on all

new customers (extending to the beneficial owners, connected parties of the

customer and persons appointed to act on the customer’s behalf), and update its

CDD checks on existing customers from time to time;

(c) perform such CDD checks where the licensed corporation first establishes business

relations with any customer, where the licensed corporation undertakes any

transaction of a value exceeding S$20,000 for any customer who has not otherwise

established business relations with it, where there is a suspicion of money

laundering or terrorism financing, or where the licensed corporation has doubts

about the veracity or adequacy of any information previously obtained;

(d) reserve the right to request for such information as deemed necessary to verify the

identity, tax status and/or source of payment of a customer in order to comply with

any applicable law or regulation of any jurisdiction;

(e) implement internal risk management systems, policies, procedures and controls to

determine if particular business relations with or transactions for any customer

presents a higher risk for money laundering or terrorism financing;

(f) conduct on-going monitoring of activities of its customers to ensure that they are
consistent with the nature of business, the risk profile and source of funds, as well
as identify transactions that are complex, large or unusual, or patterns of
transactions that have no apparent economic or lawful purpose;

(g) conduct comprehensive on-going screening against the United Nations watch lists,
other relevant money laundering and terrorism financing sources and lists and
information provided by the MAS or other relevant authorities in Singapore; and

(h) report transactions suspected to contain the proceeds of criminal conduct or that is
connected in any way with money laundering, tax evasion or terrorist financing to
the Suspicious Transactions Reporting Office and the MAS, and document the basis
for its assessment and the decision to report the transaction.
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Aside from the AML/CTF Notices and Guidelines, Singapore’s AML/CTF legal
framework is governed by a patchwork of legal instruments. We set out below the key
legislations in Singapore applicable to Moomoo Financial Singapore which concern money
laundering and terrorist financing.

Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act

The Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits)
Act 1992 of Singapore (2020 Revised Edition) (“CDSA”) criminalises money laundering and
organises money laundering offences into two main groups: drug-related offences and other
criminal offences. In particular, Part 6 of the CDSA criminalises the laundering of proceeds
generated by drug trafficking and criminal conduct via the following principal offences:

(a) the assistance of another person in retaining, controlling or using the benefits of
drug dealing or criminal conduct under an arrangement (whether by concealment,
removal from jurisdiction, transfer to nominees or otherwise) (Sections 50(1) and
51(1) of the CDSA);

(b) the concealment, conversion, transfer or removal from the jurisdiction, or the
acquisition, possession or use of benefits of drug dealing or criminal conduct
(Sections 53(1) and 54(1) of the CDSA);

(c) the concealment, conversion, transfer or removal from the jurisdiction of another
person’s benefits of drug dealing or criminal conduct (Sections 53(2) and 54(2) of
the CDSA);

(d) the acquisition, possession or use of another person’s benefits of drug dealing or
criminal conduct (Sections 53(3) and 54(3) of the CDSA); and

(e) the possession or use of any property that may be reasonably suspected of being
benefits of drug dealing or criminal conduct, without a satisfactory account as to
how the property had been occasioned (Section 55(1) of the CDSA).

Upon conviction of an offence under Sections 50, 51, 53, 54 and 55 of the CDSA,
individuals will be liable to a maximum fine of S$500,000 or imprisonment for a term of up
to 10 years or both, while non-individuals will be liable to a maximum fine of S$1 million or
twice the value of the benefits of drug dealing or criminal conduct in respect of which the
money laundering offence was committed, whichever is higher. If convicted under Section 55
of the CDSA, individuals will be liable to a maximum fine of S$150,000 or imprisonment for
a term of up to 3 years, or both, while non-individuals will be liable to a maximum fine of
S$300,000.

In addition to any criminal liability, the CDSA also allows for the confiscation of
proceeds of crime. In particular, a confiscation, restraint or charging order may be made by the
court in respect of realisable property. A confiscation order under Section 64 of the CDSA is
an order for the defendant to pay an amount of money assessed to correspond to the value of
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the benefit he or she derived from drug dealing or criminal conduct, a restraint order under
Section 19 serves to prohibit any person from dealing with realisable property, and a charging
order under Section 20 (applicable to immovable property and to capital markets products)
serves to secure payment of any amount payable under a confiscation order.

In terms of reporting requirements, Section 45(1) of the CDSA provides for the mandatory
reporting of suspicious transactions when a person, in the course of his or her trade, profession,
business or employment, knows or has reasonable grounds to suspect money laundering.
Suspicious transaction reports are to be made to the Commercial Affairs Department of the
Singapore Police Force. A failure to report a suspicious transaction would constitute an offence
under Section 45(3) of the CDSA. Individuals will be liable on conviction to a fine not
exceeding S$250,000 or to imprisonment for a term not exceeding 3 years or to both, while
non-individuals would be liable on conviction to a fine not exceeding S$500,000.

The CDSA also provides for the offence of tipping-off. Section 57 of the CDSA provides
that it is an offence if: (i) a person, who knows or reasonably suspects that an authorised officer
is acting or proposing to act in a money laundering investigation, discloses, to a second person,
any information that is likely to prejudice that investigation or proposed investigation; or (ii)
a person, who knows or reasonably suspects that a suspicious transaction report has been filed,
discloses to a second person, any information that is likely to prejudice any investigation that
might be conducted following the suspicious transaction report. A contravention of Section 57
will lead to an offence, and a fine not exceeding S$250,000 or to imprisonment for a term not
exceeding 3 years or to both.

Terrorism (Suppression of Financing) Act

The Terrorism (Suppression of Financing) Act 2002 of Singapore (2020 Revised Edition)
(“TSOFA”) implements within Singapore the provisions of the International Convention for
the Suppression of Financing of Terrorism, as well as resolutions of the United Nations (“UN”)
Security Council concerning terrorism-related sanctions. It broadly operates in parallel with
the CDSA, and like the CDSA, it also provides for mandatory reporting of suspicious
transactions. Transactions reported under the TSOFA are also made to the Commercial Affairs
Department of the Singapore Police Force.

The TSOFA sets out various actions which are deemed terrorist financing acts and

constitute offence under the TSOFA. Broadly speaking, the TSOFA criminalises the handling

of terrorist property and the provision of services (including financial support) for terrorist

activity. This effectively prohibits any and all dealings with terrorists and terrorist property,

including the provision of services supporting terrorism. As such, financial institutions must

ensure that they do not, inadvertently or otherwise, have dealings with persons or entities

which have been designated as terrorists under the TSOFA.

The TSOFA also has a designation regime, whereby certain individuals and entities may

be designated as terrorists by the Singapore government or by the UN Security Council.
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Sanctions

Within the financial sector, the United Nations sanctions are given effect to via

regulations issued by the MAS pursuant to Section 27A of the Monetary Authority of Singapore

Act 1970 of Singapore (2020 Revised Edition) (the “MAS Act”). As at the Latest Practicable

Date, the MAS sanctions regulations which have been issued pursuant to Section 27A of the

MAS Act are as follows:

(a) MAS (Freezing of Assets of Persons – Democratic Republic of the Congo)

Regulations 2006;

(b) MAS (Freezing of Assets of Persons – Sudan) Regulations 2006;

(c) MAS (Sanctions and Freezing of Assets of Persons – Somalia) Regulations 2010;

(d) MAS (Sanctions and Freezing of Assets of Persons – Libya) Regulations 2011;

(e) MAS (Freezing of Assets of Persons – South Sudan) Regulations 2015;

(f) MAS (Freezing of Assets of Persons – Yemen) Regulations 2015;

(g) MAS (Sanctions and Freezing of Assets of Persons – Democratic People’s Republic

of Korea) Regulations 2016; and

(h) MAS (Sanctions and Freezing of Assets of Persons – Iran) Regulations 2016.

While specific provisions may differ, broadly speaking, these above regulations

generally:

(i) prohibit financial institutions from entering into transactions with or relating to a

sanctioned person;

(ii) prohibit financial institutions from entering into transactions that have a specific

purpose which is being targeted by the sanctions rule; or

(iii) require financial institutions to freeze assets that may be in their possession or

control, where the assets belong to or are controlled by a sanctioned person or where

the assets are for the specific purpose that the sanctions rule is targeting, and to

notify the authorities accordingly.

The failure to comply with any MAS sanctions regulation is an offence under Section

27A(5) of the MAS Act, for which the financial institution will be liable on conviction to a fine

of up to S$1 million.
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Employees

The Employment Act 1968 of Singapore (2020 Revised Edition) (the “EA”) is regulated

by the Ministry of Manpower (the “MOM”) and sets out the basic terms and conditions of

employment and the rights and responsibilities of employers as well as employees who are

covered under the EA.

In particular, Section 35 of the Employment Act provides that Part 4 of the EA, which sets

out requirements for rest days, hours of work and other conditions of service, apply in respect

of workmen who receive monthly basic salaries not exceeding S$4,500 and employees (other

than workmen) who receive monthly basic salaries not exceeding S$2,600.

Section 38(8) of the EA provides that an employee is not allowed to work for more than

12 hours in any one day except in specified circumstances, such as where the work is essential

to the life of the community, defence or security. In addition, Section 38(5) of the EA limits

the extent of overtime work that an employee can perform to 72 hours a month. An employer

who breaches the above provisions shall be guilty of an offence and shall be liable on

conviction to a fine not exceeding S$5,000, and for a second or subsequent offence to a fine

not exceeding S$10,000 or to imprisonment for a term not exceeding 12 months or to both,

pursuant to Section 53 of the EA.

Employment of Foreign Manpower Act

The employment of foreign workers in Singapore is governed by the Employment of

Foreign Manpower Act 1990 (2020 Revised Edition) (the “EFMA”) and is regulated by the

MOM.

In Singapore, under Section 5(1) of the EFMA, no person shall employ a foreign

employee unless he has obtained a valid work pass which allows the foreign worker to work

for him. Section 5(6) of the EFMA provides that any person who fails to comply with or

contravenes Section 5(1) of the EFMA shall be guilty of an offence and shall (a) be liable on

conviction to a fine not less than S$5,000 and not more than S$30,000 or to imprisonment for

a term not exceeding 12 months or to both; and (b) on a second or subsequent conviction, (i)

in the case of an individual, be punished with a fine of not less than S$10,000 and not more

than S$30,000 and with imprisonment for a term of not less than one month and not more than

12 months; or (ii) in any other case, be punished with a fine not less than S$20,000 and not

more than S$60,000.

An employer of foreign workers is also subject to, amongst others, the provisions set out

in the EA, the EFMA, the Immigration Act 1959 of Singapore (2020 Revised Edition) (the

“Immigration Act”) and the regulations issued pursuant to the Immigration Act.

REGULATIONS

– 278 –



Central Provident Fund Act

The Central Provident Fund (the “CPF”) system is a mandatory social security savings

scheme funded by contributions from employers and employees. Pursuant to the Central

Provident Fund Act 1953 of Singapore (2020 Revised Edition) (the “CPFA”), an employer is

obliged to make CPF contributions for all employees who are citizens or permanent residents

of Singapore who are employed in Singapore under a contract of service and employed under

a permanent, part-time or casual basis (with the exception of a contract of service or other

agreement entered into in Singapore as a master, a seaman or an apprentice in any vessel where

the owners have been exempted from the provisions of the CPFA).

CPF contributions are required for both ordinary wages and additional wages (subject to

the respective CPF contribution ceilings) of employees at the applicable prescribed rates which

are dependent on, inter alia, the amount of monthly wages and the age of the employee.

Ordinary wages are wages due wholly or exclusively for an employee’s employment in a month

and are payable before the due date of CPF contributions for that month, whereas additional

wages are wages which are not granted wholly and exclusively for the employment in a month,

such as annual bonus and leave pay.

Under Section 7 of the CPFA, an employer shall pay both the employer’s and employee’s

shares of the monthly CPF contribution. However, pursuant to Section 7(2) of the CPFA, an

employer is entitled to recover its employee’s share of the CPF contribution by deducting such

a share from the wages of the employee. An employer who fails to pay the CPF contributions

in accordance with the CPFA shall be guilty of an offence and may be liable on conviction to

a fine not exceeding S$10,000 or to imprisonment for a term not exceeding 7 years or to both,

pursuant to Section 7(3) of the CPFA.

Personal Data Protection Act

The Personal Data Protection Act 2012 (2020 Revised Edition) (the “PDPA”) is the main

legislation governing the protection and handling (collection, storage, use or onward

disclosure) of personal data in Singapore. The PDPA also established the Personal Data

Protection Commission (“PDPC”) to administer and enforce the PDPA.

Under Section 2 of the PDPA, “personal data” means any data, whether true or not, about

an individual who can be identified from that data, or from that data and some other

information to which an organization has or is likely to have access.
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Under the PDPA, an organisation will have to comply with the following general

obligations when dealing with personal data:

(a) obtain the consent of the individual before collecting, using or disclosing his

personal data for a purpose. Consent is not considered given unless the purpose of

collection, use or disclosure is notified to the individual and his consent is obtained

in relation to such notified purpose;

(b) collect, use or disclose personal data about an individual only for purposes that a

reasonable person would consider appropriate and, if applicable, have been notified

to the individual concerned;

(c) notify the individual of the purposes for which an individual’s personal data is

intended to be collected, used or disclosed on or before such collection, use or

disclosure;

(d) give an individual reasonable access to his or her own personal data which the

organization has in its possession or control (including informing the individual of

the ways in which his personal data has been used or disclosed over the past year);

(e) correct errors and omissions in the personal data of an individual if the individual

so requests;

(f) make reasonable effort to ensure that personal data collected by it is accurate and

complete;

(g) take reasonable security measures to protect the personal data from unauthorised

access, collection, use, disclosure, tampering or disposal, and the loss of any storage

medium or device on which the personal data is stored;

(h) not retain personal data or to remove the means by which personal data can be

associated with particular individuals, as soon as it is reasonable to assume that the

original purpose of the collection is no longer served by retention and that retention

is also no longer needed for legal or business purposes;

(i) ensure that when personal data is transferred out of Singapore to another country, a

standard of protection comparable to that under Singapore law is given to the

transferred personal data;

(j) notify the PDPC of a data breach that results in or is likely to result in significant

harm to an affected individual or that is or is likely to be of a significant scale; and

(k) implement policies and procedures to comply with the PDPA and to make

information about such policies and procedures publicly available.
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If an organisation intentionally or negligently fails to comply with its obligations under

the PDPA, it will be liable under Sections 48J(1)(a) and 48J(3) of the PDPA to pay a financial

penalty of up to S$1 million. In all instances of non-compliance, the PDPC has the power under

Section 48I(2) of the PDPA to direct organisations to stop collecting, using or disclosing

personal data in contravention of the PDPA, to destroy personal data collected in contravention

of the PDPA, or to comply with any direction of the PDPC to provide access to or to correct

personal data.

Failure to comply with requirements of the PDPA may also separately attract civil

liability. A person who suffers loss or damage directly as a result of a breach by an organisation

of various provisions of the PDPA is able to bring an action against the organisation in a civil

court for compensation.

In addition to the obligations above, the PDPA also established a Do-Not-Call Registry

(“DNC Registry”) under Part 9 of the PDPA, which allows individuals to register their

Singapore telephone numbers to opt out of receiving marketing phone calls, mobile text

messages and faxes from organisations. Under Section 43 of the PDPA, no person shall send

a “specified message” addressed to a Singapore telephone number unless it has been confirmed

that the number is not listed on the relevant DNC Registry. A “specified message” is one that,

among others, purports to offer to supply or advertise or promote goods and services.

Any person who fails to confirm that a Singapore telephone number is not listed in the

DNC Registry, prior to sending a specified message to that number, will be liable to a fine of

up to S$10,000 or imprisonment for a term of up to 3 years or to both.

Laws and Regulations Relating to Companies in Singapore

Our Singapore subsidiary, Moomoo Financial Singapore, is incorporated and governed

under the provisions of the Companies Act 1967 of Singapore (2020 Revised Edition) (the

“Companies Act”). The Companies Act generally governs, amongst others, matters relating to

the status, power and capacity of a company, shares and share capital of a company (which

includes issue of new shares (including preference shares), treasury shares, share buybacks,

redemption, share capital reduction), declaration of dividends, financial assistance, directors

and officers and shareholders of a company (including meetings and proceedings of directors

and shareholders, dealings between such persons and the company), protection of minority

shareholders’ rights, accounts, arrangements, reconstructions and amalgamations, winding up

and dissolution. Members of a company are also subject to, and are bound by the provisions

in its constitution.

In addition, members of a company are subject to, and bound by, the provisions of the

constitution of the company. The constitution of a company contains, inter alia, provisions

relating to some of the matters in the foregoing paragraph, transfers of shares as well as sets

out the rights and privileges attached to the different classes of shares of the company (if

applicable).
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Dividend Distributions

Our operations in Singapore are conducted via our Singapore subsidiary, Moomoo

Financial Singapore, which has limited revenue contribution during the Track Record Period.

Pursuant to Section 403 of the Companies Act, dividends are only payable out of profits.

Typically, the directors will recommend a particular rate of dividend and the company in

general meeting will declare the dividend subject to the maximum recommended by the

directors.

Singapore adopts a one-tier corporate tax system under which the tax collected from

corporate profits is a final tax and the after-tax profits of a company resident in Singapore can

be distributed to its shareholders as tax-exempt dividends. Such dividends are tax-exempt in

the hands of the shareholders, irrespective of whether the shareholder is a company or an

individual and whether or not the shareholder is a Singapore tax resident. Singapore does not

currently impose withholding tax on dividends paid to resident or non-resident shareholders.

Singapore Taxation

The following summary of the laws and regulations relating to taxation in Singapore is

based on laws, regulations and interpretations presently in effect. The laws, regulations and

interpretations, however, may change at any time, and any change could be retroactive. These

laws and regulations are also subject to various interpretations and the relevant tax authorities

or the courts of Singapore may later disagree with the explanations or conclusions set out

below. This summary is not intended to constitute a complete or exhaustive description of all

of the Singapore tax considerations and do not purport to deal with the tax consequences

applicable to all categories of investors of the notes. It is not intended to be and does not

constitute legal or tax advice.

Corporate Income Tax

The prevailing corporate tax rate in Singapore is 17% with effect from Year of Assessment

2010. In addition, the partial tax exemption scheme for Year of Assessment 2019 and before

applies on the first S$300,000 of normal chargeable income; specifically 75% of up to the first

S$10,000 of a company’s normal chargeable income, and 50% of up to the next S$290,000 is

exempt from corporate tax. Starting from Year of Assessment 2020, the partial tax exemption

scheme applies on the first S$200,000 of a company’s normal chargeable income; specifically

75% of up to the first S$10,000 of a company’s normal chargeable income, and 50% of up to

the next S$190,000 is exempt from corporate tax. The remaining chargeable income (after the

partial tax exemption) will be taxed at 17%. For the Years of Assessment 2019 and 2020,

companies will be granted a corporate income tax rebate of 20% and 25% respectively of the

tax payable for the year of assessment, subject to a cap of S$10,000 and S$15,000 respectively

per year of assessment.
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Singapore has a tax exemption scheme for new start-up companies to support

entrepreneurship and help the growth of local enterprises. Where any of the first three (3) years

of assessment falls in or after Year of Assessment 2020, there will be 75% exemption on the

first S$100,000 of normal chargeable income, and a further 50% exemption on the next

S$100,000 of normal chargeable income.

Moomoo Financial Singapore is subject to Singapore corporate income tax at a rate of

17%.

Goods and Services Tax (“GST”)

GST in Singapore is a consumption tax that is levied on import of goods into Singapore,

as well as nearly all supplies of goods and services in Singapore at a prevailing rate of 7%.
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