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EXPECTED TIMETABLE

If there is any change to the following expected timetable of the Introduction, we will issue an
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Commencement of investor education activities as described in the
section headed “Listings, Registration, Dealings and Settlement—
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*  dissemination of electronic copies of this listing document
through the respective websites of our Company at
ir.lufaxholding.com and the Hong Kong Stock Exchange at

www.hkexnews.hk

Daily announcement released on the respective websites of the Stock

Exchange at www.hkexnews.hk and our Company at

ir.ufaxholding.com, disclosing the previous day closing price (in
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and developments and updates, if any, with regard to bridging and
liquidity arrangements described in the section headed “Listings,
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later than
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Dealings in our Shares on the Hong Kong Stock Exchange expected
O COMMENCE ON . . ot v ettt et et e et e et e e 9:00 a.m. on Friday, April 14, 2023

Note: All dates and times refer to Hong Kong local dates and times, except as otherwise stated

Particulars of the Introduction are set out in “Information about this Document and the Introduction”

in this listing document.
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SUMMARY

This summary aims to give you an overview of the information contained in this document. As
this is a summary, it does not contain all the information that may be important to you. Moreover,
there are risks associated with any investment. Some of the particular risks of investing in the Shares
are set out in the section headed “Risk Factors.” You should read the entire document carefully before
you decide to invest in the Shares. Various expressions used in this section are defined in the sections
headed “Definitions” and “Glossary of Technical Terms.”

OVERVIEW

Who we are

We are a leading financial services enabler for small business owners (“SBOs”) in China. Our mission
is to foster small business competitiveness and sustainability by providing individual entrepreneurs with
access to financial products and services and empowering institutional partners to reach and serve SBOs
efficiently.

SBOs include both owners of legal entities and individuals who conduct their business as sole
proprietors. SBOs often own and operate multiple small and micro businesses (“SMBs”), either

consecutively or concurrently, in the same or related industries and at different stages in their lifecycles.

We offer financing products designed principally to address the needs of SBOs. In doing so, we have
established relationships with over 550 financial institutions in China, many of which have worked with us
for over three years. These financial institutions provide funding and credit enhancement for the loans we
enable as well as other products to enrich the SBO ecosystem that we are creating.

We consider ourselves a non-traditional financial service provider, by which we mean we apply
cutting-edge technology to the enablement of transactions by traditional financial institutions, such as
banks, which are licensed to accept deposits and make loans but which are limited in their market reach in

certain respects by their reliance on traditional offline business practices.

Enablement means that we make it possible for financing transactions to occur, by connecting
financial institutions to borrowers they would not otherwise reach, providing or arranging credit
enhancement services to allow loans to be made, and providing post-origination services such as collection

services, and value-added services and tools.

Through our offline-to-online model supported by our nationwide direct sales network, we have
served a total of over 4.6 million, 5.9 million, and 6.6 million SBOs in China since the beginning of our
business in 2005, as of December 31, 2020, 2021 and 2022, respectively. The total outstanding balance of
loans we enabled was RMB545.1 billion, RMB661.0 billion and RMB576.5 billion (US$82.9 billion) as of
December 31, 2020, 2021 and 2022, respectively. We ranked second among non-traditional financial
service providers for SBOs in China in terms of total outstanding balance of inclusive SMB loans as of
June 30, 2022, with a market share of 17.6%.
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What we do

We are primarily engaged in the enablement of loans in China. We enable loans under two distinct
business models. Approximately 99.3%, 98.2% and 94.9% of the total outstanding loans we had enabled as
of December 31, 2020, 2021 and 2022, respectively, are loans we enabled under our core retail credit and
enablement business model. These are large-ticket loans, having an average ticket size of RMB164,483,
RMB199,502 and RMB240,179 for general unsecured loans enabled in 2020, 2021 and 2022, respectively,
and RMB390,467, RMB430,795, and RMB438,675 for secured loans enabled in 2020, 2021 and 2022,
respectively. The remaining 0.7%, 1.8% and 5.1%, respectively, consist of loans we had enabled through
our licensed consumer finance subsidiary. These are small-ticket loans, having an average drawdown of
RMB3,301, RMB3,797, RMB5,979 in 2020, 2021 and 2022, respectively. The enablement of loans
accounted for nearly all of our total income in the Track Record Period. In addition to the enablement of
loans, we have also begun to refer borrowers to banks through a product that we have branded Lujintong (%
4x##), which accounted for less than 2% of our total income during any year.

We operate our core retail credit and enablement business model under the Puhui brand. Puhui targets
SBOs who require larger ticket size loans on short notice for imminent operating commercial needs of their
businesses, and to a lesser extent also salaried workers dealing with major life expenses. Puhui enables two
types of loans, which we refer to as general unsecured loans and secured loans. We do not fund these loans
ourselves. We have two sources of funding for these loans, namely, banks and trusts, which we refer to
collectively as our funding partners. We also arrange for credit enhancement for these loans through third-
party credit enhancement providers or our own licensed financing guarantee subsidiary. Our financing
guarantee subsidiary and third-party credit enhancement providers both offer credit enhancement services
from the borrowers’ perspective. Our financing guarantee subsidiary provides credit guarantee to the
borrowers, while insurance companies within our third-party credit enhancement providers offer credit
guarantee insurance. Both credit guarantee and credit guarantee insurance refer to the same type of
guarantee services. However, the nomenclature is different as guarantee companies and insurers operate
under different licensing regimes. We refer to our funding partners and the third-party credit enhancement
providers together as our institutional partners. Our ability to connect SBOs and other borrowers with
similar needs to lenders and to make those loans possible through credit enhancement and a variety of other
services is central to our value proposition.
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The following chart illustrates how we enable borrowers and institutional partners through our core
retail credit and enablement business model.

Loan Disbursed Funding
i Partner
(Banks and
Trusts)
== .
Institutional '
Partners E

Customer Access

Risk Analytics
Product Co-Design
Collection Service

Guarantee License with LU FAX
Borrower Nationwide Coverage

HOLDING

Credit
Enhancement

Credit Guarantee and/or — I Provider
Insurance (where applicable) 1

We used to adopt a loan facilitation model before the Track Record Period. In 2018, we began the
transformation of our business using a joint guarantee arrangement to share credit risk through our financing
guarantee subsidiaries with our third party credit enhancement providers, and subsequently increased our
risk sharing since late 2020 for a number of reasons. By accepting some credit risk on the loans we enable,
we align ourselves more closely with trends in PRC government policy for non-traditional financial service
providers. Taking credit risk also allows us to share borrower data with our institutional partners in a
manner that is compliant with PRC regulatory requirements. Taking risk signals to our funding partners that
we have confidence in our credit analysis, and it also gives us more flexibility in coping with fluctuations in
the price for credit enhancement. As of December 31, 2020, 2021 and 2022, the outstanding balance of
loans which we bore credit risks totaled RMB32.2 billion, RMB109.8 billion and RMB135.4 billion
(US$19.5 billion), respectively, and the corresponding amounts of provision were RMB1.7 billion, RMB5.5
billion and RMB12.8 billion (US$1.8 billion), respectively. In 2020, 2021 and 2022, we made a payment of
RMBO0.7 billion, RMB1.5 billion and RMB6.8 billion (US$1.0 billion), respectively, to our funding partners
for claims against defaults.

Our consumer finance subsidiary targets consumers in China who need small-ticket loans, typically to
meet personal short-term cash flow needs or to make discretionary purchases of consumer goods. As a
licensed entity operating in a highly regulated field, it operates separately from Puhui and follows its own
distinct business model. The market for consumer finance loans is complementary to the market for the
large-ticket, long-tenor loans that are enabled by Puhui and the borrowers typically do not overlap.
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The following chart illustrates how we enable borrowers and institutional partners through our

consumer finance model:

Loan Disbursed from
Consumer Finance Subsidiary

Borrower LU FAX

Credit Guarantee and/or

L

[ ]

u [ ]
[ ]

Insurance (where applicable) "

The following table shows some of the characteristics of the loans enabled by us through Puhui, in the
case of general unsecured loans and secured loans, and through our consumer finance subsidiary, in the case

of consumer finance loans, for the years indicated:

For the Year Ended December 31,

2020 2021 2022

Average ticket size (RMB)

General unsecured 10ans . ... 164,483 199,502 240,179

Secured loans . . ...... ... . 390,467 430,795 438,675

Consumer finance loans (drawdown) ............................ 3,301 3,797 5,979
Average APR for new loans (%)

General unsecured loans . ..............i i 26.7 22.6 21.1

Secured loans . ......... ... 17.4 16.2 15.7

Consumer finance loans .. ...t 19.1 20.3 20.6

In addition to loan enablement, we have also begun to refer borrowers to banks through Lujintong.
These are borrowers who do not belong to the target customer segment for Puhui but who might qualify for
loans directly from banks. We do not provide any funding or bear any credit risk on any resulting loans, nor
do we include such loans in our operational data.

Our business model

The following table illustrates some basic facts about our business model.

Core Retail Credit and Enablement Model

Consumer
Bank Funded Loans  Trust Funded Loans Finance Loans Lujintong Referrals
Outstanding Balance (RMB 356.0 190.8 29.7 Not applicable
billions) as of December 31, 2022
% of credit risk borne by Lufax 21.3% through 21.3% through Majority through None
(% of new loans enabled in 2022) financing guarantee financing guarantee consumer finance
subsidiary subsidiary company
Funding by Lufax None None 100% through None
consumer finance
company
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Consumer
Bank Funded Loans Trust Funded Loans Finance Loans Lujintong Referrals
Balance Sheet Treatment Off-balance sheet ~ 100% consolidated 100% consolidated  Not applicable
guarantee liability ~ due to IFRS 10
Income Recognition ¢ Retail credit and Net interest income Net interest income Referral income
enablement from platform
service fees services

¢ Guarantee fees

Note:

(1) Based on new loans enabled in 2022.

Please see “Business—Our Business Model” for more details.

Our market opportunity

Small and micro businesses (“SMBs”) constitute a large, growing and systemically important sector in
the Chinese economy with strong national policy support. SMBs have contributed over 60% of China’s
GDP and over 80% of its job creation, but they have only obtained a disproportionate 26.0% of total
financing as of the end of 2021. There were in aggregate approximately 143.5 million SMBs in China as of
the same date according to the State Administration for Market Regulation and the National Bureau of

Statistics, including 40.3 million small and micro business entities and 103.2 million sole proprietors.

The SMB sector presents numerous challenges to potential lenders and service providers. Typically,
SMBs have small scale operations, with fewer than 50 people and less than RMB30 million of annual
income, and are dispersed across a wide range of industries and geographies. Moreover, SMBs have an
average lifespan of less than five years. SMBs typically lack collateral to pledge or consistency in cash flow
given their small scale and short lifespan.

Traditional financial institutions encounter significant challenges in risk assessment of SMBs due to
high turnover and limited collateral while non-traditional financial service providers backed by internet
companies primarily rely on social and other online behavior data to provide lending with smaller ticket size
and shorter tenor.

Given their inefficiency in serving SMBs, traditional financial institutions have been turning to
partnerships with non-traditional financial service providers to enable an increasing portion of the inclusive
SMB loans that they fund. Inclusive loans are loans that are made to qualified borrowers such as SMBs and
individuals who have difficulty accessing large-ticket-size credit, and in China, the CBIRC defines inclusive
SMB loans as SMB loans that are extended to a single qualified borrower with a total credit line not
exceeding RMB 10 million.

According to CIC, the demand from SMBs for credit is expected to remain strong going forward, and
the PRC government has also announced a number of favorable policies to support SMBs. As owners of
SMBs, SBOs also directly benefit from these positive tailwinds.

As of the end of 2021, the total outstanding balance of inclusive SMB loans in China amounted to
RMB20.8 trillion, representing a five-year CAGR of 27.9%, and it is expected to grow further to RMB42.7
trillion by the end of 2026 at a CAGR of 15.5%, according to CIC. The percentage of such loans enabled by
non-traditional financial service providers increased from 7.8% in 2017 to 12.9% in 2021 while the balance

_5_
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grew at a CAGR of 44.9% over the same period. The proportion enabled by non-traditional financial service
providers is expected to increase further to 14.1% in 2026 with the balance growing at a CAGR of 17.7%,
outpacing growth of the overall inclusive SMB loan market, according to CIC.

In addition, the outstanding balance of inclusive SMB loans as a percentage of total SMB loans in
China increased from 24.9% in 2017 to 41.3% in 2021, and is expected to increase further to 50.2% in
2026, demonstrating significant room as well as willingness for financial institutions to reach previously
underserved SMB borrowers.

QOur value propositions to SBOs and financial institution partners

Our market leadership in the SBO segment is underpinned by our ability to integrate the resources of

our customers and partners, namely SBOs and financial institutions, and to create value for them.

Our value proposition for SBOs includes (i) attractive products, (ii) personal engagement, and (iii) fast
and convenient online experience. Our value proposition for financial institutions who are our funding,
credit enhancement and product partners includes (i) Extensive customer sourcing, (ii)) SBO servicing
capabilities (product design, risk analytics, post-loan service), and (iii) compliant and balanced risk sharing.
Please see “Business—Overview—Our value propositions to SBOs and financial institution partners” for
more details.

Value creation through ecosystem approach

To further strengthen our business model, we launched a new small business owner value-added
services platform in November 2022, to foster the growth of an SBO ecosystem that will create greater
value for SBOs by deepening connectivity, content and operational service offerings. We have begun to
bring in additional service providers to give SBOs access to broader offerings beyond financial products.
These include a forum for information exchange, social networking and a suite of digital SaaS solutions.
Together, these provide SBOs the necessary connectivity and tools for more effective customer acquisition,
easier transaction making and overall improved efficiency.

As our ecosystem evolves, we can deepen the connectivity and engagement between different core
participants, enhancing our value creation. We will be able to onboard a much broader set of SBOs to our
ecosystem beyond just SBOs with immediate funding needs. By offering comprehensive services to our
SBO customers both before and after their financial transactions, we are transforming ourselves into a SBO
lifecycle advisor. We believe that this will increase the frequency and depth of customer engagement and
enhance the longevity of our customer relationships. The ecosystem is designed to generate powerful self-
reinforcing network effects, reinforcing engagement intensity with more customer service offerings, leading
to higher customer conversion rate, lower acquisition costs and longer customer life span, thereby lifting our
customer lifetime value.

Relationship with credit enhancement providers

In our core retail credit and enablement business model, how much credit risk we take on ourselves
depends on a dynamic mix of commercial factors, including the pricing of third-party credit enhancement
and the willingness of our funding partners to bear risk, as well as regulatory guidance. Our loan
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enablement can be done either with or without third-party credit enhancement, and if the cost of third-party
credit enhancement is not commercially attractive or our credit enhancement providers, including Ping An
Group, encounter any difficulties in continuing to provide credit enhancement services, we will increase the
proportion of loans for which we bear credit risk, depending on the balance of risk and reward. The
percentage of outstanding loans with credit risk exposure for our company was 6.3%, 16.6% and 23.5% as
of December 31, 2020, 2021 and 2022, respectively. Going forward, we intend to increase the percentage of
outstanding loans with credit risk exposure for our company to at least 30%.

Due to the effects of COVID-19 lockdowns and other associated macroeconomic challenges on the
Chinese economy, the cost of third-party credit enhancement remains at elevated levels, reflecting the
historical loss experience on older vintages of loans. Furthermore, we remain conscious of the possibility
that the PRC government will continue to encourage players in our industry to bear more risk on the loans
that they enable or impose new restrictions on the use of third-party credit enhancement. For both of these
reasons, we are looking to increase the amount of credit risk that we bear through our licensed financing
guarantee subsidiary on the loans we enable, and continually reassessing the terms of our cooperation with
third-party credit enhancement providers.

The financial impact of our increasing risk bearing through providing a higher proportion of guarantee
on the loans we enable depends on the expected credit loss when pricing our guarantee and the actual credit
loss incurred. We will generate incremental profit if actual credit loss is in line or lower than the expected
credit loss, and on the other hand our earnings will be negatively impacted if actual credit loss exceeds the
fees we earn from providing the guarantee. In today’s environment, third party credit enhancement
providers are setting their prices higher than usual due to a more cautious assessment of future expected risk
after incurring higher historical losses. Our extensive experience in post-loan monitoring and collection
services gives us first-hand information regarding the latest market conditions and credit performance trend
of the borrowers which allows us to reflect such into appropriate guarantee pricing with little time lag. As
we expect macroeconomic recovery to be underway, we believe our shift towards targeting borrowers with
higher creditworthiness will improve the asset quality on newer vintages and likewise improve the financial
performance of the credit enhancement that we provide. If our expectations prove to be correct, this would
be a favorable time from a risk/reward perspective to increase the level of credit enhancement that we
provide. However, the possibility that increasing impairment losses would outweigh higher credit
enhancement premiums still remains a risk.

Relationship with funding partners

We have ongoing discussions with our funding partners regarding our cooperation with third-party
credit enhancement partners. The increase in the level of the risk that we bear over the Track Record Period
has not affected our cooperation with funding partners to date. In terms of actual progress made, we have
initiated dialogues with approximately two thirds of our 81 funding partners, and 10 banks and 5 trust
companies among our partners have already agreed to the new arrangement where we do not engage
external credit enhancement partners to provide credit enhancement services and we provide 100% of any
credit enhancement through our licensed financing guarantee subsidiary. Moreover, our financing guarantee
subsidiary is rated AAA by China Chengxin International Credit Rating (CCXI), in line with our current
credit enhancement partners such as Ping An P&C. It also enjoys a strong capital position, with net assets of
RMB13.4 billion, RMB47.4 billion and RMB47.9 billion as of December 31, 2020, 2021 and 2022,
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respectively, as well as abundant leverage available, with a 1.8x, 1.8x and 2.0x leverage ratio as of the same

dates. Thus, we do not expect a significant impact on our relationship with funding partners.

We do not compete with banks for the same type of borrowers. Typical banks are designed to serve
customers who demand very large ticket sizes, typically RMB10 million or higher, due to their set-up and
cost structure. They generally do not have cost-effective means to reach SBOs and they may lack the
required risk management capabilities to properly assess SBO risks. They often have no direct access to
borrowers’ social data, such as location data, shared contact information and voiceprint data, which leads to
difficulties in forming accurate customer portraits. This leads to a reliance on collateral-based assessment,
which increases the approval time required and is difficult for many SMBs as they lack collateral that can be
pledged. Furthermore, many traditional financial institutions continue to use conventional systems in the
risk management process, which still require manual verification and a lengthy paperwork process, and
makes loans to borrowers other than large enterprises uneconomical. Banks’ risk appetite is also constrained
by their preference to keep their non-performing loan ratio at very low levels.

SBOs as individuals may only qualify for small credit amounts, such as credit cards, from banks
unless they are willing and able to pledge assets as collateral. Our 17 years of accumulated proprietary data
and our Al-driven dynamic risk modeling give us the ability to assess both the SBOs as individuals and
their businesses together as a whole to achieve higher precision in credit evaluation and risk-based loan
sizing and pricing in China. By arranging for credit enhancement or by providing it ourselves, we enable the

banks to get comfortable with making business loans to SBOs both with and without collateral.

As part of the loan enablement process, we also provide post-origination services. Post-origination
services include repayment reminders, payment processing, and collection services. Borrowers whose loans
are overdue by one day are contacted by Al, and all other borrowers with overdue loans are contacted by a
live collection agent. The relatively large average ticket size of the loans that we enable makes it more cost-
efficient for us to escalate the collection process for delinquent loans, as compared to platforms that
primarily enable small consumer loans. In line with common industry practice, we use third-party collection
agencies to collect loans that are delinquent for more than 80 days. We regularly evaluate our agency
partner companies based on their performance, service quality and compliance with relevant laws and
regulations. See “Business—How We Enable Our Institutional Partners—Loan Servicing and Collection
Services.”

Borrower Profiles

We had a cumulative total of 19.0 million borrowers as of December 31, 2022. The number of active
borrowers for whom we enabled loans increased from 4.4 million in 2020 to 4.9 million in 2021 and further
to 4.8 million in 2022.

For the general unsecured loans we enable, we rank qualified borrowers on a scale of one to six,
where R1 is the highest quality (lowest risk) and R6 is the lowest quality (highest risk). We apply a list of
key criteria including operating history, scale, cash flow stability, credibility of shareholders and industry
segment to come up with the risk rating based on a formula. Borrowers are then ranked between a score of 0
to 400. Borrowers with a score higher or equal to 280 are ranked as R1. For a detailed summary of the DPD
30+ delinquency rate, the DPD 90+ delinquency rate, the APR and the volume of new loans by credit score
category on our recently adopted borrower quality ranking system for general unsecured loans (excluding
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top-ups on existing loans) enabled by Puhui, see “Business—How we Enable our Institutional Partners—
Borrower Profiles” in this document.

We source borrowers through a variety of channels, including our direct sales force, channel partners
and online and telemarketing. See “Business—Sourcing Borrowers.”

The Flow of Funds

The charts below illustrate the flow of funds when loans are enabled by our core retail credit and
enablement model and by our consumer finance subsidiary.

Core Retail Credit and Enablement Model

o Loan Repayment (For loans that are not overdue)

)

Overdue Principal and Interests
(For loans that are overdue for 1-79 days) .
> Funding Partners

(Banks and Trusts)

Loan Disbursement

Loan Collection (For all overdue loans)

D

4

A

Lot Default Claims Payment
Borrowers . (For loans that are overdue
e 2 (Puhui Guarantee) for over 80 days)
: T ® N Account
: | S Management
"""""""""""""""" « Service Fee
Retail Credit and Enablement N
Service Fees, Guarantee Income, N
Net Interest Income Y
Credit Enhancement

»

Providers
Recovered Principal & Interests
to Lufax and Credit

Enhancement Providers ———— Fund Flow

Proceeds ReceivedUpon -~ =--=-= -+ Fees Paid to Lufax

Foreclosure (For Secured Loans)

Step 1: Our funding partners will directly disburse loans to borrowers.

Step 2: For normal loans, borrowers will repay the loan principal and interests directly to our funding
partners.

Step 3: Once loans become overdue, we will initiate the loan collection process.

Step 4A: For loans that are overdue for 1-79 days, borrowers can still repay the overdue principal and
interest directly to our funding partners.

Step 4B(I): Once a loan becomes overdue for over 80 days, under our joint guarantee model where
we guarantee the loan under our licensed guarantee subsidiary together with the credit enhancement
providers, our licensed financing guarantee subsidiary (Puhui Guarantee) and credit enhancement providers
will make the default claims payment to our funding partners, based on the respective guaranteed
percentages and pre-agreed arrangements with the funding partners. Default claims payment is severally,
not jointly, provided by our financing guarantee subsidiary and third party credit enhancement providers,
and our financing guarantee subsidiary is only liable for the default claims payment in respect to the portion
that it guarantees.
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Step 4B(Il)i: Once we are able to recover the principal and interests from borrowers, our guarantee
subsidiary and credit enhancement partners will receive the payments from the borrowers based on the
contractual arrangement.

Step 4B(I)ii: For our secured loans, upon foreclosure, we act on behalf of the credit enhancement
providers and our financing guarantee subsidiary, disposes of the collaterals via auction or consignment and
use the proceeds to minimize or mitigate the losses for credit enhancement providers and our financing
guarantee subsidiary, based on the pre-agreed guarantee percentage split.

Consumer Finance
Loan Collection
(For all overdue loans)
Loan Repayment
(For loans that are not overdue)
Overdue Principal and Interest . i
(For overdue loans without guarantee) ° Guarantee Fee (if applicable)
BoTToNerD Lufax Guarantor
(Consumer Finance) (if applicable)
1
4 .
Net Interest : Loan Disbursement 1 Default Claims Payment

1 (For overdue loans with guarantee)

_______________________________

Income !

@ Recovered Principal & Interest

———— Fund Flow

_____ - Fees Paid to Lufax

Step 1: Our consumer finance subsidiary will fund the loans and disburse the loans directly to the
borrowers.

Step 2: We pay guarantee fee to the guarantor (our financing guarantee subsidiary or third party
guarantor) based on contractual arrangements, if the guarantee is in place. There is no joint guarantee
arrangement between our financing guarantee subsidiary and third party guarantor. Our third party
guarantor does not involve entity of Ping An Group.

Step 3: For normal consumer finance loans, borrowers will repay the loan principal and interest
directly to our consumer finance subsidiary.

Step 4: Once loans become overdue, we will initiate the loan collection process.

Step SA: For overdue loans without guarantee in place, the borrowers will repay the relevant overdue
principal and interest directly to our consumer finance subsidiary.

Step 5Bi 5Bii: When loans with guarantee in place become overdue, the guarantor (our financing
guarantee subsidiary or third party guarantor) will make the default claims payment to our consumer finance
subsidiary for the portion of loans they guarantee based on contractual arrangements. The borrowers will
subsequently repay the relevant overdue amount which is guaranteed to the guarantor, and the portion which
is not guaranteed to our consumer finance subsidiary. The flow of funds and the contractual arrangement are
the same regardless of our financing guarantee subsidiary or third party guarantor being the guarantor.

Operating and financial results

As of December 31, 2020, 2021 and 2022, we have served a total of over 4.6 million, 5.9 million and
6.6 million SBOs since the beginning of our business in 2005, respectively. Our outstanding balance of
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loans to SBOs was RMB370.9 billion, RMB494.5 billion and RMB448.9 billion (US$64.5 billion) as of
December 31, 2020, 2021 and 2022, respectively, representing growth at a CAGR of 10% between
December 31, 2020 and December 31, 2022, and accounted for 68.5%, 76.1% and 82.1% of our total loans
outstanding as of December 31, 2020, 2021 and 2022, respectively.

Our total volume of new loans grew from RMB565.0 billion in 2020 to RMB648.4 billion in 2021,
then decreased to RMB495.4 billion (US$71.2 billion) in 2022. Our total outstanding balance of loans grew
from RMBS545.1 billion in 2020 to RMB661.0 billion in 2021, then decreased to RMB576.5 billion
(US$82.9 billion) in 2022.

We have a strong balance sheet position. As of December 31, 2020, 2021 and 2022, our net assets
stood at RMB83.2 billion, RMB94.6 billion and RMB94.8 billion (US$13.6 billion) with RMB24.2 billion,
RMB34.7 billion and RMB43.9 billion (US$6.3 billion) of cash at bank, respectively. Our consumer finance
subsidiary had a capital adequacy ratio of 118.6%, 35.6% and 18.2% and our financing guarantee subsidiary
had a leverage ratio of 1.8x, 1.8x and 2.0x as of the same dates. Our strong capital position demonstrates
our business resilience, and provides a solid foundation for us to navigate through the business cycle. We
are focused on delivering value to our shareholders and paid dividends, first annually and then semi-
annually, at a dividend payout ratio of 29.4% in 2021 and 32.8% in the first six months of 2022.

Our business has been impacted throughout the Track Record Period by the COVID-19 pandemic and
by government policies as they have evolved over time to address it. Our total income grew from
RMB52.0 billion in 2020 to RMB61.8 billion in 2021, and decreased to RMB58.1 billion (US$8.4 billion)
in 2022. Our profit before income tax expenses grew from RMB17.9 billion in 2020 to RMB23.4 billion in
2021, and decreased to RMB13.0 billion (US$1.9 billion) in 2022. We made a net profit throughout the
Track Record Period, with net profits that increased from RMB12.3 billion in 2020 to RMB16.7 billion in
2021, and decreased to RMB8.8 billion (US$1.3 billion) in 2022. We had a net margin of 23.6% in 2020,
27.0% in 2021 and 15.1% in 2022.

We achieved strong profitability from 2020 through the first half of 2022 despite an average APR
decline of over 6 percentage points for new general unsecured loans over that period. However, the impact
of COVID-19 in 2022 has created greater volatility in our financial performance in the second half of 2022.
Our net profits increased from RMB12.3 billion to RMB16.7 billion in 2021, and decreased to RMBS8.8
billion (US$1.3 billion) in 2022. We had a net loss for the fourth quarter of 2022. See “—COVID-19
Impact and Declining Financial Performance” for more information developments after the Track Record
Period. While we cannot make any assurances about our future performance, we expect that our focus on
serving SBOs and our pivot to serving higher quality customers will drive a U-shaped recovery in our
financial performance over time as the impact of the COVID-19 pandemic recedes and as new loan vintages
replace older ones.

OUR STRENGTHS AND STRATEGIES

We believe that the following six competitive strengths contribute to our success and differentiate us
from our competitors: (i) leading SBO financial service enabler in a large and underserved market;
(i1) SBO-centric product design and tailored offerings; (iii) integrated offline-to-online channels best suited
to serve SBOs; (iv) robust data-driven risk management capabilities; (v) cutting-edge proprietary

technologies; and (vi) experienced management team and strong support from Ping An Group.
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Driven by substantial unmet demand, we aspire to deepen connections among SBOs and between
SBOs and institutional partners to create greater value for our customers. We aim to achieve this by the
following strategies: (i) further building out SBO ecosystem to deepen customer engagement;
(i1) broadening customer and partner reach; (iii) enhancing customer engagement and unit economics; and
(iv) deepening data advantage and further leveraging technology.

CUSTOMERS AND SUPPLIERS

We generate income from a large number of small business owners and other retail borrowers in
China under our core retail credit and enablement business model. These customers are material in the

aggregate but none of them individually is a material customer.

Our suppliers primarily include companies that provide credit-related technology services. In 2020,
2021 and 2022, our top five suppliers accounted for 9.2%, 8.1% and 6.0% of our total expenses for the
respective years. Please see “Business—Customers and Suppliers” for more details.

RISK FACTORS

Our operations involve certain risks and uncertainties, some of which are beyond our control and may
affect your decision to invest in us and/or the value of your investment. See the section headed “Risk
Factors” for details of our risk factors, which we strongly urge you to read in full before making an

investment in our Shares. Some of the major risks we face include:

. Our industry is rapidly changing, and our business has evolved significantly in recent years,
which makes it difficult to evaluate our future prospects.

. Our business may continue to be materially and adversely affected by the effects of the
COVID-19 pandemic in China, and changes we have made to our business may not be
successful in dealing with the effects or the after-effects of the pandemic.

J Small business owners are more vulnerable to economic fluctuations.
. Updates that we are in the process of making to our business model may not be successful.

. Our business is subject to laws, regulations, and supervision by national, provincial and local
government and judicial authorities, industry associations and other regulatory bodies. The laws,
regulations and official guidance relating to our business are complex and evolving rapidly and
may be subject to further changes. Non-compliance with any existing or new regulation may
result in penalties, limitations and prohibitions on our business activities, and we have been
modifying and may need to continue to modify our business operations in response to changes in

laws and regulations.

. We may be unable to source third-party credit enhancement at commercially attractive prices,
grow our balance sheet to support our financing guarantee business, or persuade our funding
partners to accept guarantees from our financing guarantee subsidiary. Any of these outcomes
could materially and adversely affect our business, financial condition and results of operations.
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. The total fees charged to borrowers for loans we enable may be deemed to be in excess of
interest rate limits imposed by laws or regulatory authorities. As a result, part of the interest and
fees may not be valid or enforceable through the PRC judicial system.

. We incurred and may continue to incur impairment losses on our intangible assets and goodwill.

. Our access to sufficient and sustainable funding at commercially attractive costs cannot be
assured.

THE HOLDING FOREIGN COMPANIES ACCOUNTABLE ACT

Pursuant to the Holding Foreign Companies Accountable Act, or the HFCAA, if the SEC determines
that we have filed audit reports issued by a registered public accounting firm that has not been subject to
inspections by the PCAOB for two consecutive years, the SEC will prohibit our shares or the ADSs from
being traded on a national securities exchange or in the over-the-counter trading market in the United States.
On December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the PCAOB
was unable to inspect or investigate completely registered public accounting firms headquartered in
mainland China and Hong Kong, including our auditor. In May 2022, the SEC conclusively listed Lufax
Holding Ltd as a Commission-Identified Issuer under the HFCAA following the filing of our annual report
on Form 20-F for the fiscal year ended December 31, 2021.

On December 15, 2022, the PCAOB issued a report that vacated its December 16, 2021 determination
and removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect or
investigate completely registered public accounting firms. For this reason, our Directors are of the view that
we do not expect to be identified as a Commission-Identified Issuer under the HFCAA after we file our
annual report on Form 20-F for the fiscal year ended December 31, 2022. Based on the Directors
confirmation above and after reviewing the announcement released by the PCAOB on December 15, 2022
and the statement released by the Chair of SEC on the same date, nothing has come to the attention of the
Joint Sponsors that would cause them to disagree with the Directors’ view above. Each year, the PCAOB
will determine whether it can inspect and investigate completely audit firms in mainland China and Hong
Kong, among other jurisdictions. If PCAOB determines in the future that it no longer has full access to
inspect and investigate completely accounting firms in mainland China and Hong Kong and we continue to
use an accounting firm headquartered in one of these jurisdictions to issue an audit report on our financial
statements filed with the SEC, we would be identified as a Commission-Identified Issuer following the
filing of the annual report on Form 20-F for the relevant fiscal year. There can be no assurance that we
would not be identified as a Commission-Identified Issuer for any future fiscal year, and if we were so
identified for two consecutive years, we would become subject to the prohibition on trading under the
HFCAA. See “Risk Factors—Risks Related to Doing Business in China—The PCAOB had historically
been unable to inspect our auditor in relation to their audit work performed for our financial statements and
the inability of the PCAOB to conduct inspections of our auditor in the past has deprived our investors with
the benefits of such inspections” and “—Our ADSs may be prohibited from trading in the United States
under the HFCAA in the future if the PCAOB is unable to inspect or investigate completely auditors located
in China. The delisting of the ADSs, or the threat of their being delisted, may materially and adversely
affect the value of your investment.”
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KEY OPERATING METRICS

We regularly review a number of operating metrics to evaluate our business, measure our
performance, identify trends, formulate financial projections and make strategic decisions.

As of and For the
Year Ended
December 31,
2020 2021 2022
Number of active borrowers (thousands) 4,382 4906 4,805
Number of active funding partners 58 66 81

(RMB in billions except where
otherwise indicated)

Outstanding balance of loans enabled 545.1 661.0 576.5
General unsecured loans 447.8 520.1 423.8
Secured loans 93.7 129.3  123.1
Consumer finance loans 3.6 11.6 29.7

Percentage with risk exposure for our company 6.3% 16.6% 23.5%
Off-balance sheet 426.7 446.3 360.4

Without credit risk exposure 405.7 3815 2919
With credit risk exposure 21.0 64.7 68.5
On-balance sheet 118.5 214.8  216.1
Without credit risk exposure 105.3 169.6 149.2
With credit risk exposure 13.2 45.1 66.9

Volume of new loans enabled 565.0 648.4 4954

Off—balance sheet 423.1 4142  279.5
Without credit risk exposure 399.8 341.7  219.8
With credit risk exposure 23.2 72.5 59.7

On-balance sheet 141.9 2342 215.8
Without credit risk exposure 127.2 175.0 1253
With credit risk exposure 14.7 59.2 90.6

Financing guarantee subsidiary leverage ratio (x)™ 1.8x 1.8x 2.0x

Net assets of financing guarantee subsidiary 13.4 47.4 47.9

Net assets of Lufax Holding (consolidated) 83.2 94.6 94.8

30 day+ delinquency rate® (%) 2.0% 22%  4.6%

90 day+ delinquency rate® (%) 1.2% 1.2%  2.6%

Cost-to-income ratio® (%) 55.0% 48.8% 46.3%

Credit impairment losses 3.0 6.6 16.6

Notes:

(I)  Calculated in accordance with “Supervision and Administration of Financing Guarantee Companies™ ( <Hl & #5227
BBHE HLRA) ). The leverage ratio of the financing guarantee subsidiary is calculated as the outstanding guarantee
liabilities of the financing guarantee company divided by its net assets.

(2)  Excluding consumer finance business.

(3)  Calculated as the sum of sales and marketing expenses, general and administrative expenses, operation and servicing
expenses, technology and analytics expenses divided by total income.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following tables set forth a summary of our consolidated financial information for the Track
Record Period, extracted from the Accountant’s Report set out in Appendix I. The summary of consolidated
financial data set forth below should be read together with, and is qualified in its entirety by reference to,
the consolidated financial statements in this documents, including the related notes. Our consolidated
financial information has been prepared in accordance with IFRS.

Consolidated Statements of Comprehensive Income

The following table sets forth a summary of our consolidated statements of comprehensive income for
the years indicated, both in absolute amounts and as percentages of our total income. This information
should be read together with our consolidated financial statements and related notes in Appendix I of this
listing document. The operating results in any year are not necessarily indicative of the results that may be
expected for any future year.

For the Year Ended December 31,
2020 2021 2022

(RMB) (RMB) (RMB) (USS$)
(in millions)

Total income 52,046 61,835 58,116 8,357
Total expenses (34,136) (38,435) (45,102) (6,485)
Profit before income tax expenses 17,910 23,400 13,013 1,871
Less: Income tax expenses (5,634) (6,691) (4,238) (609)
Net profit for the year 12,276 16,709 8,775 1,262
Net profit attributable to:

Owners of our company 12,354 16,804 8,699 1,251

Non-controlling interests (78) (95) 76 11

12,276 16,709 8,775 1,262

Our total income increased from RMBS52.0 billion in 2020 to RMB 61.8 billion in 2021, as we
increased the volume of new loans enabled from RMB565.0 billion in 2020 to RMB648.4 billion in 2021.
Furthermore, we effectively implemented cost control measures to improve our cost-to-income ratio from
55.0% in 2020 to 48.8% in 2021, decreased our finance cost due to decrease in balance of convertible bonds
following restructuring of our C-round convertible notes and increased in our interest income resulting from
increase in deposits. This was partially offset by increase in credit impairment losses from RMB3.0 billion
in 2020 to RMB6.6 billion in 2021 as a result of increase in our credit exposure. The percentage of
outstanding balance of loans we enabled that we bear credit risks increased from 6.3% in 2020 to 16.6% in
2021. As a result, our net profits increased by 36.1% from RMB12.3 billion in 2020 to RMB16.7 billion in
2021, and our net profit margin increased from 23.6% in 2020 to 27.0% in 2021.
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Our total income decreased from RMB61.8 billion in 2021 to RMBS58.1 billion in 2022, as we
decreased the volume of new loans enabled from RMB648.4 billion in 2021 to RMB495.4 billion in 2022,
tightening credit standard to focus on higher quality customer. Furthermore, our cost control measures
continued to take effect and decreased the cost-to-income ratio from 48.8% in 2021 to 46.3% in 2022. This
was offset by the increase in credit impairment loss from RMB6.6 billion in 2021 to RMB16.6 billion in
2022, primarily due to worsened credit metrics as well as an increase in our credit exposure. Our DPD 30+
delinquency rates, as measured by the outstanding balance of loans for which any payment is 30 to 179
calendar days past due divided by the outstanding balance of loans, increased from 2.2% as of
December 31, 2021 to 4.6% as of December 31, 2022. Our DPD 90+ delinquency rates, as measured by the
outstanding balance of loans for which any payment is 90 to 179 calendar days past due divided by the
outstanding balance of loans, increased from 1.2% as of December 31, 2021 to 2.6% as of December 31,
2022. The percentage of outstanding balance of loans we enabled that we bear credit risks increased from
16.6% in 2021 to 23.5% in 2022. As a result, our net profits decreased by 47.5% from RMB16.7 billion in
2021 to RMBS.8 billion in 2022, and our net profit margin decreased from 27.0% in 2021 to 15.1% in 2022.

For a discussion and analysis of the reasons for the changes in our key financial statement line items

across periods, see “Financial Information—Key Components of our Results of Operations.”

Declining Financial Performance

We expect a significant decrease in our net profit for 2023 due to (i) our choice of scaling down our
new loan volume, which has resulted in and will continue to lead to declining income in the next few
quarters; and (ii) the lagging effect of SMB business recovery, which is expected to keep our delinquency
rates and credit impairment loss at elevated levels, weighing on our near-term profitability in the next few

quarters.

Summary Consolidated Statements of Cash Flows

The following table sets forth a summary of our cash flows for the years indicated:

For the Year Ended December 31,
2020 2021 2022

(RMB) (RMB) (RMB) (US3)
(in millions)

Net cash generated from operating activities 7,121 4987 4,455 641
Net cash (used in)/generated from investing activities (15,004) 314 8,448 1,215
Net cash generated from/(used in) financing activities 24,874  (2,448) (9,919) (1,426)
Effect of exchange rate changes on cash and cash equivalents (518) (143) 57 8
Net increase/(decrease) in cash and cash equivalents 16,474 2,711 3,041 437
Cash and cash equivalents at beginning of the year 7,312 23,786 26,496 3,810
Cash and cash equivalents at end of the year 23,786 26,496 29,538 4,247
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As of December 31, 2022, we had RMB43.9 billion (US$6.3 billion) in cash at bank, of which 95.2%
was held in Renminbi. We had net cash generated from operating activities of RMB7.1 billion, RMBS5.0
billion and RMB4.5 billion (US$0.6 billion) in the years ended December 31, 2020, 2021 and 2022,
respectively.

For a detailed discussion on our cash position as well as material changes in the various working
capital items, see ‘“Financial Information—Liquidity and Capital Resources.”

Summary of Consolidated Statements of Financial Position

The following table sets forth certain key items of our financial position as of the dates indicated.

As of December 31,
2020 2021 2022

(RMB) (RMB) (RMB)  (US$)
(in millions)

Total assets 248,890 360,433 349,263 50,221
Total liabilities 165,739 265,874 254,476 36,592
Total equity 83,151 94,559 94,787 13,630
Non-controlling interests 1,592 1,506 1,597 230

Our total equity increased from RMB83,151.3 million as of December 31, 2020 to RMB94,559.2
million as of December 31, 2021, primarily due to (i) net profit for the year of RMB16,709.1 million,
(ii) share-based payment of RMB133.4 million, (iii) exercise of share-based payment of RMB79.7 million,
(iv) an income of RMB28.3 million in other comprehensive income, and (v) contributions from non-
controlling interests of RMB22.3 million, for the year of 2021, partially offset by repurchase of ordinary
shares of RMB5,560.1 million and acquisition of non-controlling interests of a subsidiary of RMB4.7
million. Our total equity further increased from RMB94,559.2 million as of December 31, 2021 to
RMB94,786.7 million (US$13,629.5 million) as of December 31, 2022, primarily due to (i) net profit for
the year of RMBS8,775.0 million (US$1,261.8 million), (ii) redemption and extension of convertible
promissory notes of RMB624.8 million (US$89.8 million), (iii) exercise of share-based payment of
RMB59.0 million (US$8.5 million), (iv) share-based payment of RMB45.9 million (US$6.6 million) and
(v) contributions from non-controlling interests of RMB15.9 million (US$2.3 million), for the year of 2022,
partially offset by (i) the declared dividend of RMB7,628.6 million (US$1,096.9 million), (ii) a loss of
RMB1,580.8 million (US$227.3 million) in other comprehensive income, (iii) repurchase of ordinary shares
of RMBS82.7 million (US$11.9 million) and (iv) capital reduction from non-controlling interests of
RMBI1.1 million (US$0.2 million).

For a detailed discussion and analysis of the reasons for the changes in the key items of our financial
position, see “Financial Information—Discussion of Certain key Items of Consolidated Statements of
Financial Position.”

COVID-19 IMPACT AND DECLINING FINANCIAL PERFORMANCE

Beginning in 2020, outbreaks of COVID-19 resulted in the temporary closure of many corporate
offices, retail stores, and manufacturing facilities across China. Normal economic life throughout China was
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sharply curtailed. We took a series of measures to protect our employees, including temporarily closing our
offices, facilitating remote working arrangements for our employees, including our collection staff, and
canceling business meetings and travels. The operations of some of our business partners and service
providers were also constrained and impacted. The population in most of the major cities was locked down
to a greater or lesser extent at various times and opportunities for discretionary consumption were extremely
limited. In particular, many of our borrowers are small business owners, and some of them were unable to
operate their businesses and lost the ability to repay their loans as a result of lockdowns or other measures
instituted to control the spread of the pandemic. These events negatively affected our small business owner
borrowers and have contributed to the steady rise in DPD 30+ and DPD 90+ delinquency rates over the
Track Record Period for loans we enabled. As a result, we had a net loss for the fourth quarter of 2022.

COVID-19 had a significant impact on the Chinese economy in 2021 and 2022. The demand for retail
credit enablement in China is dependent upon overall economic conditions. General economic factors,
including GDP growth, the interest rate environment and unemployment rates, may affect borrowers’
willingness to seek loans and ability to repay them. In addition, small business owners were particularly
vulnerable to the effects of the temporary lock-downs that were imposed from time to time in different
places in China to prevent the spread of COVID-19. Many small business owners cannot work remotely and
rely on foot traffic and in-store purchases to generate sales. Weakening economic conditions, combined
with the impact of COVID-19, have weighed on borrowers’ willingness to borrow and ability to repay.

In early 2022, a resurgence of COVID-19 led to a series of regional lock-downs across China and
suspension of offline business activities. To comply with government measures, we adjusted our collection
operations in Shanghai and certain other cities in China to focus on online activities, which adversely
impacted the effectiveness of our collection services. Our core small business owner segment, which made
up the majority of our new loans enabled in 2022, has been among the earliest and most significantly
impacted by the deteriorating macro environment. In addition, there was a spike in the number of cases of
COVID-19 reported in China during October and November of 2022, before the Chinese government began
to modify its zero-COVID policy in December 2022. Immediately after the relaxation of the zero-COVID
policy, we witnessed a surge in COVID-19 cases nationwide, before economic activities started returning
back to normal. Our risk metrics further worsened for the fourth quarter of 2022 as a result of the effects on

economic activity in China.

We witnessed worsening delinquency rates as well as rising credit impairment losses, weighing on our
profitability in 2022. Our DPD 90+ delinquency rates, as measured by the outstanding balance of loans for
which any payment is 90 to 179 calendar days past due divided by the outstanding balance of loans,
increased from 1.2% as of December 31, 2021 to 2.6% as of December 31, 2022.

We maintained a stable cash and cash equivalents balance of RMB29.5 billion as of December 31,
2022, as compared to RMB26.5 billion as of December 31, 2021. We also had ample liquid financial assets
of RMB43.4 billion (US$6.2 billion), consisting of RMB14.3 billion (US$2.1 billion) in term deposits with
maturity over three months, and RMB29.1 billion (US$4.2 billion) in financial assets at fair value through
profit or loss as of December 31, 2022. These liquid financial assets can be easily converted into cash to

support working capital needs. In addition, our financing guarantee subsidiary maintained a low leverage
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ratio of 2.0x as of December 31, 2022, as compared to 1.8x as of December 31, 2021. Despite of recent
fluctuations in our financial performance, our liquidity and capital position remains resilient, and provides a
solid foundation for us to navigate through business cycles.

We experienced a similar cycle of macroeconomic challenges at the onset of the COVID-19 pandemic
in 2020, when the Wuhan lockdown affected our collection operations in a way similar to the business
disruption we experienced in 2022. At that time, we adopted an enhanced risk-management measure in
customer selection by tightening lending standards in the regions and industries that were most impacted by
the pandemic. The negative impact from the pandemic was concentrated within a limited number of regions
and we successfully drove a swift recovery in our credit and business performance in the period following
the initial COVID-19 shock. Our total volume of new loans increased from RMBS565.0 billion in 2020 to
RMB648.4 billion in 2021. The DPD 90+ delinquency rate quickly restored to 1.3% within 3 months after
reaching a peak of 1.8% as of June 30, 2020. Our net profits increased from RMB12.3 billion in 2020 to
RMB16.7 billion in 2021.

The wide-spread lock-downs across China and the recent resurgence of the pandemic and spike of
inspected cases in 2022 had a larger impact on business activities and our performance as compared to the
beginning of COVID-19 pandemic. We thus have implemented broader adjustments to our credit policy and
business operations. There are three stages to the approach we have adopted, (i) stage 1: broader credit
policy adjustment, (ii) stage 2: business adjustment and operating efficiency improvement and (iii) stage 3:
return to sustainable growth and profitability as economy is returning to normal. For details, see
“Business—Declining Financial Performance.”

As SMBs are highly dependent on the macroeconomic environment, we expect that the operations of
SMBs will gradually return to normal following the recent COVID-19 policy changes in China. We have
consciously chosen to scale down our new loan volume, which has resulted in and will continue to lead to
declining income in the next few quarters. Due to the lagging effect of SMB business recovery, we also
expect our delinquency rates and indemnity loss to continue to maintain at a relatively elevated level for a
few quarters in 2023 due to the default of those loans we enabled during the credit deterioration period in
2022. We have adopted a prudent provision policy for credit impairment loss, taking into account the
potential increase in the proportion of loans for which we bear credit risk and our outlook on
macroeconomic and credit conditions. The indicators that the Group is monitoring closely include consistent
improvement in and stabilization of the flow rate as well as the asset quality of new loan vintages compared
with older ones as measured by delinquency rates by vintage. Improvement in financial performance should
follow in the coming quarters after recovery of these indicators. While it is too early to say which phase of
the U-shape we are at, leveraging our experience with driving business recovery from the Wuhan lockdown
and throughout the COVID-19 period, we believe we can deliver a U-shaped recovery in our business,
though the timing and magnitude of any such recovery are still uncertain and subject to many contingencies.
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KEY REGULATORY FRAMEWORK RELEVANT TO OUR BUSINESS

Our industry is heavily regulated in the PRC, including those relating to internet loans, Circular 141,
financing guarantees, data security, anti-monopoly, etc. The below table has set out the material regulations
aspects related to our principal business. For details, please see “Regulatory Overview.”

Core Retail
Credit and Consumer
Enablement Finance Lujintong

Key Regulatory Focus Model Loans Referrals
Loan -related Internetloan  Stipulates the business model of \ \ \
regulations commercial banks’ cooperation

with partners in the internet loan
businesses, in aspects including
the independent carryout of the
risk management process, control
of partners, funding of internet
loans, etc.

Circular 141  Introduces the general regulation \/ V V
guidance on cash loan businesses
in aspects including licensing,
interest rate, collection, etc.

Financing Sets out a series of regulations \ N/A N/A
guarantee applicable to financing guarantee

companies, regarding the

registered capital, business scope,

operating rules, risk control, etc.

Consumer Consumer financing companies N/A \ N/A
finance are regulated and supervised by

the CBIRC as well as its local

offices, the principal regulatory

framework is set by the

Administrative Measures for the

Pilot Scheme of Consumer
Finance Companies ( <74 %: 4 @il

H B E A ) ).

Interest rate  Sets out the interest rate cap from \ \ \
judicial supervision perspective.

Other general Consumer Regulatory systems and \ \ \
regulations protection mechanisms for the protection of
consumer’s rights and interests,
especially for financial consumers.

Cybersecurity Stipulates the obligations in \ \ \
and privacy  relation to cyber security, data
protection security and personal information

protection. refer to the below
recent regulatory development.
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The regulatory framework relevant to our business has been evolving. As this has happened, we have
managed to dynamically adapt our business model, product offerings and strategic positioning to the
regulatory requirements and minimize the associated adverse impact on our financial and operation results.
In response to regulatory developments, we have taken timely measures to ensure our own compliance as
well as that of the cooperation model with our institutional partners, and we will keep closely monitoring
regulatory developments as they occur and adjust our business operations accordingly. Set out below is a
summary of the overall measures we have taken to ensure that our business model and business processes

comply with applicable regulatory framework:

. We have constantly made adjustment with respect to our own business model according to the
normalized regulatory supervision. For instance, we historically charged service fees through
non-licensed entities. After the issuance of Circular 141 on December 1, 2017, we are subject to
the general regulation guidance on cash loan businesses in aspects including licensing, interest
rate, collection, etc set forth in it. Circular 141 prohibits any unlicensed third-party institution
from collecting interest or fees from borrowers. In response to Circular 141, we have gradually

adjusted to charge fees through our licensed financing guarantee subsidiaries since early 2018.

. Under our core business model, we have established relationship with over 550 financial
institutions in China, who are our funding, credit enhancement and product partners. Our partner
financial institutions are under high regulatory scrutiny and subject to similar regulatory
framework as ours. We work closely with them to continually ensure that our partnerships are in
compliance with the relevant regulatory requirements, by collaboratively setting up standards
and protocols for the entire business processes, including but not limited to, making proper
information disclosure to customers, ensuring our partner financial institutions to conduct
independent risk management and to directly contract with customers.

. We have prudently carried out our business activities, attached high importance to the
establishment and enhancement of our risk management and compliance capabilities, and we are
well-capitalized to comply with relevant regulatory framework and requirements that may
evolve from time to time.

Following the regulatory interview by financial regulatory authorities with online financial platforms
on April 29, 2021, we have conducted comprehensive and thorough self-investigation and rectification work
in various aspects in our business. During our communication with the relevant financial regulatory
authorities, our principal business model is recognized, including direct sharing of data relating to potential
borrowers with our institutional partners by our financing guarantee subsidiary. Considering that the
Guidelines for Business Cooperation between Banking Financial Institutions and Financing Guarantee
Companies ( CSRATEEMIMMELEEIEIR A F 2605 & 1F1651) ) stipulate that banks and guarantee
companies may separately accept clients’ applications and recommend clients to each other, the above data
sharing by our financing guarantee subsidiary does not fall into the scope of credit investigation business of
a credit investigation institution under the provisions of Administrative Measures on Credit Investigation
Business ( fiFf5 #5545 H##4) ) and is not within the application of the notice relating to disconnecting

direct connection, which was issued by the Credit Information System Bureau of People’s Bank of China on
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July 7, 2021 towards 13 companies including us. Please refer to “Regulatory Overview—Regulations
Relating to Credit Investigation Business” for more details. There has no material compliance issues
identified during the self-investigation and rectification work. As of the Latest Practicable Date, we have
substantially completed the rectification measures. For more details, please refer to the “Recent Regulatory
Development”.

Based on the foregoing, the Directors and our PRC Legal Adviser are of the view that up to the Latest
Practicable Date, our subsidiaries in China through which we conduct our principal business had obtained
all necessary licenses that are material to our business operations and are compliant with the applicable
existing effective laws and regulations in all material respects.

Having taken into account the aforementioned views of our Directors and our PRC Legal Adviser,
which are concurred by the PRC legal adviser of the Joint Sponsors, and based on the independent due
diligence work conducted by the Joint Sponsors, nothing has come to the attention of the Joint Sponsors,
that would cause them to question the aforementioned views of our Directors and our PRC Legal Adviser.
For more details regarding the regulations related to our business, please see ‘“Recent Regulatory
Development” and “Regulatory Overview”.

However, given that the laws and regulations governing our industry are evolving, and substantial
uncertainties exist with respect to their interpretation and implementation, we cannot assure you that our
existing practices would not be challenged by governmental authorities under any existing or future rules,
laws and regulations. See also “Risk Factors”.

RECENT REGULATORY DEVELOPMENT

New financial regulatory body consolidating oversight in China

On March 10, 2023, the National People’s Congress of China approved a plan to reform the
institutions under the State Council, including a formation of a new national financial regulatory
administration (%4 Ml & #44)5), directly under the State Council to oversee the whole financial
industry (except securities). The new national financial regulatory administration will be built on the basis
of the CBIRC. Certain functions of the People’s Bank of China and the CSRC will be transferred to the new
National Financial Regulatory Administration. In addition, local financial regulatory mechanisms will be
reformed.

Considering (i) the above reform plan is mainly a reorganization and an integration of the institutions
under the State Council; (ii) up to the Latest Practicable Date, we have not seen any material changes to the
relevant laws and regulations applicable to the Group; (iii) the Group may continue to operate business in
accordance with the current effective laws and regulations applicable to the Group, the Company believes
that the aforementioned reform plan has no material impact on the business operation of the Group as a
whole as well as the listing plan.
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Substantial completion of rectification work for online financial platforms

On April 29, 2021, the People’s Bank of China, together with the CBIRC, the CSRC and other
regulatory authorities, jointly conducted a regulatory interview with 13 companies, including ours, as part of
special work on self-investigation and rectification of online financial platforms. We have carried out self-
investigation and rectification work in various aspects, including prudential supervision, financial consumer
protection, integrated operation of financial business, personal credit business, capital market business, and
third-party internet deposits (the “429 Rectification”). As of the Latest Practicable Date, we have
substantially completed most of the rectification measures based on our self-examination results according

to the guidance provided by the relevant authorities.

Furthermore, Guo Shuqging, the Party Chief of the People’s Bank of China and chairman of the
CBIRC, stated in an interview on January 7, 2023, that the special rectification of the financial operations of
the 14 platform enterprises has been substantially completed. In addition, at the press conference held on
January 13, 2023, the official of the People’s Bank of China also said that under the guidance of the
financial regulatory authorities, the rectification conducted by 14 large platform enterprises has been
substantially completed. According to the guidance provided by the regulatory authorities, the regulatory
authorities will perform normalized supervision in general going forward.

As advised by our PRC Legal Adviser, our exposure to the risk of material administrative penalties
relevant to the 429 Rectification is remote. Further, we believe that the 429 Rectification does not and will
not have any material adverse impact on our business operation. Having taken into account the
aforementioned views of our Directors and our PRC Legal Adviser, which are concurred by the PRC legal
adviser of the Joint Sponsors, and based on the independent due diligence work conducted by the Joint
Sponsors, nothing has come to the attention of the Joint Sponsors, that would cause them to question the
aforementioned views of our Directors and our PRC Legal Adviser. For more information, see “Business”
and “Risk Factors.”

Interest Rate

Our income, including retail credit and enablement service fees and other fees, to the extent they are
deemed to be or related to loan interest, are subject to restrictions on interest rates. For details, please see
“Regulatory Overview—Regulations Relating to Retail Credit Enablement—Regulations on loans.”

During the track record period, we have not enabled any loan with an APR higher than 36% limit
which is illegal; while we historically enabled loans with an APR higher than 24% but below 36%, which is
not illegal, and, for such loans, our request to demand the portion of the fees that exceeds the 24% limit may
not be upheld by the PRC courts at that time. After September 4, 2020, we have not enabled any new loans
with an APR higher than 24% for loan applications. As of December 31, 2022, the total outstanding balance
of enabled loans with an APR higher than 24% but below 36% amounted to RMB8 billion representing 1%
of our total outstanding balance of enabled loans. As advised by our PRC Legal Adviser, we will not be
penalized or sanctioned for our historical loans with an APR higher than 24% but below 36% since the APR
higher than 24% but below 36% is not illegal under the PRC laws.
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During the Track Record Period and up to the Latest Practicable Date, as advised by the PRC Legal
Adviser, our Directors are of the view that we have been adjusting the APR of loans that we enabled in
compliance with latest applicable laws and rules. Having taken into account the aforementioned views of
our Directors and our PRC Legal Adviser, which are concurred by the PRC legal adviser of the Joint
Sponsors, and based on the independent due diligence work conducted by the Joint Sponsors, nothing has
come to the attention of the Joint Sponsors, that would cause them to question the aforementioned views of
our Directors and our PRC Legal Adviser.

However, there remain uncertainties in the interpretation and implementation of the abovementioned
provisions of the Supreme People’s Court and the two amendments, including their applicability in practice
and inconsistencies between the standard and the level of enforcement by different PRC courts. We may
lower the APR or even be required to change our charging strategies from time to time as a result of
changes in regulation or our business strategy.

Regulations on Local Financial Supervision and Administration

Pursuant to the currently effective Regulations on Financing Guarantee Companies ( <Rl &5 (R A B
B ), the financing guarantee license has no geographic limitation and companies granted with
such license can practice relevant business nationwide, and a financing guarantee company may establish a
branch to conduct financing guarantee business outside the province where it is domiciled with a prior
approval from the regulatory department where the branch is located. We are currently licensed to conduct
our current business across the provinces which is in accordance with above regulations. We have set up
financing guarantee branches in multiple provinces mainly for purposes of conducting local business
operation conveniently. As of December 31, 2022, we conducted retail credit and enablement business
through our financing guarantee subsidiary and our 46 branches, covering 29 provinces. All of the branches
have been licensed by the respective local financial authorities. We have set up financing guarantee
branches covering all the provinces where we are conducting business except Yunnan province.

On December 31, 2021, the People’s Bank of China published the Regulations on the Local Financial
Supervision and Administration (Draft for Comments), which requires that, among others, (i) six types of
financial organizations, including financing guarantee companies, are deemed as local financial
organizations, and the incorporation of local financial organizations should be approved by the competent
provincial regulatory authorities before they apply for the business licenses, (ii) local financial organizations
are required to operate their business within the area approved by the competent provincial regulatory
authorities and are not allowed to conduct business across provinces in principle, and (iii) the rules for
cross-province business carried out by local financial organizations should be formulated by the State
Council or by the financial regulatory department of the State Council as authorized by the State Council.
The financial regulatory department of the State Council will specify a transition period for local financial
organizations that have carried out businesses across provinces to maintain compliance. In response to
requirement of the draft measures that local financial organizations are not allowed to conduct business
across provinces in principle, we have expedited the establishment of financing guarantee branches in three
regions, namely, Tianjin province, Ningxia province and Yunnan province, where no branches had been set
up at that time. As of the Latest Practicable Date, we had completed the establishment of our branches in

Tianjin province and Ningxia province and was in the process of establishing one in Yunnan province.
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As of the Latest Practicable Date, the draft measures had not been formally released and taken effect.
If the draft measures were promulgated in their current form, including the requirement of “being not
allowed to conduct business across provinces,” our PRC Legal Adviser has advised us that there is no

material obstacle for us to comply with the draft measures.

Cybersecurity and Data Privacy

On June 10, 2021, the Standing Committee of the National People’s Congress promulgated the PRC
Data Security Law ( "3 AR AR B #4584 427%) ), which took effect in September 2021. On August 20,
2021, the Standing Committee of the National People’s Congress promulgated the Personal Information
Protection Law of the PRC ( {2 A\ RILFIERM A(E B4#7#7%) ), effective on November 1, 2021. On
December 28, 2021, Cyberspace Administration of China, or the CAC, and other twelve PRC regulatory
authorities jointly revised and promulgated the Measures for Cybersecurity Review ( CH8%5% 23 A H#k
> ), or the Cybersecurity Review Measures, which came into effect on February 15, 2022. The
Cybersecurity Review Measures provides that, among others, a network platform operator is required to
make a filing for a cybersecurity review by the Cybersecurity Review Office prior to its listing in a foreign
country if it possesses personal information of more than one million users. As of the Latest Practicable
Date, we possess personal information of over one million users. On February 10, 2023, we consulted the
China Cybersecurity Review Technology and Certification Center (the “CCRC”), which was entrusted by
the CAC to set up cybersecurity review consultation hotlines, on a named basis. The CCRC has advised us
that (i) the term of “listing in a foreign country” under the Cybersecurity Review Measures does not apply
to listings in Hong Kong, therefore we do not need to proactively apply for a cybersecurity review for
listing in Hong Kong, and (ii) we do not need to apply for a cybersecurity review according to the
Regulations on Cyber Data Security Management (Draft for Comments) ( 8% 8% %28 FR 0 (R 2R
fii)) ) since it has not become effective. Our PRC Legal Adviser is of the view, based on consultation with
the CCRC, that the term of “listing in a foreign country” under the Cybersecurity Review Measures does
not apply to listings in Hong Kong for purposes of the obligation to proactively apply for a cybersecurity
review with the CAC. However, given the Cybersecurity Review Measures were recently promulgated,
there are substantial uncertainties as to the interpretation, application and enforcement of the Cybersecurity
Review Measures. For more information, please see “Regulatory Overview—Regulations Relating to
Information Security and Privacy Protection.”

In addition, the Cybersecurity Review Measures also stipulates that the critical information
infrastructure operators and the network platform operators which engage in data processing activities that
affect or may affect national security shall also be subject to the cybersecurity review. On November 14,
2021, the CAC published Regulations on Cyber Data Security Management (Draft for Comments) ( <A8#&
BRI (BOK B 5LAR)) ), or the Draft Regulations on Cyber Data Security Management, which
specified that data processor who seeks to go public in Hong Kong, which affects or may affect national
security, shall apply for cybersecurity review. However, further explanation or interpretation for “affect or
may affect national security” remains to be clarified and elaborated by the CAC. If (i) our data processing
activities are deemed to affect or may affect national security under the Cybersecurity Review Measures, or
(ii) the Draft Regulations on Cyber Data Security Management is fully implemented in its current version,

and our operation is deemed to affect or may affect national security, we may be subject to cybersecurity
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review. In addition, the competent PRC regulatory authorities may proactively conduct a cybersecurity
review on us. As of the date of this listing document, we are not required to apply for the cybersecurity
review in accordance with the Draft Regulations on Cyber Data Security Management. For more details,

please see “Regulatory Overview—Regulations Relating to Information Security and Privacy Protection.”

As of the Latest Practicable Date, we have not received any notification from CAC or other regulatory
authorities conducting cybersecurity review on us or determining our business as activities that affects or
may affect national security. Based on the aforementioned, subject to the interpretation and discretion of the
relevant regulatory authorities, after consulting with our PRC Legal Adviser, we are of the view that
(i) considering factors for assessment of the national security risks, the possibilities that our business
operations or this Listing are regarded as activities that may affect the national security and therefore we are
required to proactively apply for the cybersecurity review in accordance with the Cybersecurity Review
Measures are low; and (ii) we are not aware of any material legal impediment for us to take measures for
compliance with the Draft Regulations on Cyber Data Security Management if become effective in its
current form and the Cybersecurity Review Measures. For more details, please see “Risk Factors—Risks
Relating to Our Business and Industry—~Failure to comply with existing or future laws and regulations
related to data protection, data security, cybersecurity or personal information protection could lead to
liabilities, administrative penalties or other regulatory actions, which could negatively affect our operating
results and business.”

During the Track Record Period and up to the Latest Practicable Date, we had not been subject to any
material fines, administrative penalties, or other sanctions by any relevant regulatory authorities in relation
to violation of cybersecurity, data security and personal information protection laws and regulations. As
advised by our PRC Legal Adviser, our Directors are of the view that we are in compliance with the
existing PRC laws and regulations on cybersecurity, data security and personal information protection in all
material aspects. Furthermore, our Directors believe that the existing and applicable laws and regulations in
cybersecurity, data security and personal information protection will not have a material adverse impact on
our business operations and our listing plan on the Stock Exchange. Having taken into account the
aforementioned views of our Directors and our PRC Legal Adviser, which are concurred by the PRC legal
adviser of the Joint Sponsors, and based on the independent due diligence work conducted by the Joint
Sponsors, nothing has come to the attention of the Joint Sponsors, that would cause them to question the
aforementioned views of our Directors and our PRC Legal Adviser. As there might be newly issued
explanations or implementation rules on the existing regulations, laws and opinions or the draft measures
mentioned above might become effective, we will actively monitor future regulatory and policy changes to
ensure strict compliance with all applicable laws and regulations and will continue to obtain guidance to
understand the latest regulatory development and regulatory requirements.

Overseas listing

On February 17, 2023, the CSRC released a set of regulations consisting of six documents, including
the Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies (the
“Trial Measures”, (BElM3ESEINEITEARM M B HHITHHE) ) and five supporting guidelines (STEELE
#651) (collectively, the “Filing Measures™), which will come into effect on March 31, 2023. The Filing
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Measures establish a new filing-based regime to regulate direct or indirect overseas offerings and listings by
PRC domestic companies. For more details, please see “Regulatory Overview—Regulations Relating to
M&A Rules and Overseas Listing.”

On February 17, 2023, the CSRC also held a press conference for the release of the Trial Measures
and issued the Notice on Administration for the Filing of Overseas Offering and Listing by Domestic
Companies ( (BRIRNBZESTINET B R ML PEM@E ) ), which, among others, clarifies that (1) the
domestic companies that have already been listed overseas before the effective date of the Trial Measures
(i.e., March 31, 2023) shall be deemed as existing applicants (fff#1>2) (the “Existing Applicants”).
Existing applicants are not required to complete the filing procedures immediately, and they shall be
required to file with the CSRC when subsequent matters such as refinancing are involved; (2) a six-month
transition period will be granted to domestic companies which, prior to the effective date of the Trial
Measures, have already obtained the approval from overseas regulatory authorities or stock exchanges (such
as pass of hearing for listing in Hong Kong or the effectiveness of registration statement for listing in the
United States), but have not completed the indirect overseas listing; if such domestic companies complete
their overseas offering and listing within such six-month period (i.e., before September 30, 2023), they will
be deemed as Existing Applicants. Within such six-month transition period, however, if such domestic
companies need to reapply for offering and listing procedures to the overseas regulatory authority or
securities exchanges (such as being required to go through a new hearing procedure in Hong Kong), or if
they fail to complete their indirect overseas issuance and listing, such domestic companies shall complete
the filing procedures with the CSRC within three business days after submitting valid applications for
overseas offering and listing; (3) for applicants who have received approval from the CSRC for a direct
overseas listing, they may continue to pursue the overseas listing during the validity period of the approval.
Those who have not completed the overseas issuance and listing upon the expiry of the approval period
should file the application as required; and (4) for the overseas listing of companies with contractual
arrangements (i.e., VIE structure), the CSRC will solicit opinions from relevant regulatory authorities and
complete the filing of the overseas listing of companies with these domestic companies which duly meet
their compliance requirements, and support their development and growth by enabling them to utilize both
markets and their resources.

Therefore, as advised by our PRC Legal Adviser, we do not need to perform the record-filing
procedures for the Listing provided that we pass the hearing in Hong Kong before March 31, 2023 and
complete the Listing before September 30, 2023 without going through any rehearing procedures.

Business change in response to regulatory requirement
Cessation of B2C and P2P product offerings

In response to regulatory changes affecting the entire industry, we stopped the facilitation of offering
B2C products in the second half of 2017 and peer-to-peer products in August 2019. As of December 31,
2021, no peer-to-peer products enabled by our company remained outstanding, and none of the new loans
we enabled during the Track Record Period were funded by peer-to-peer individual investors. For more
details, please refer to “Risk Factors—Risks Relating to Our Business and Industry—We have modified our
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business model and practices in the past as a result of changes in laws, regulations, policies, measures and
guidance, and we are subject to risks in connection with our discontinued products and historical practices.
If any of our discontinued products and historical practices is deemed to violate any PRC laws or
regulations, our business, financial condition and results of operations would be materially and adversely
affected.”

Cessation of microloan business

On November 2, 2020, the CBIRC, the People’s Bank of China and other regulatory authorities
released the Interim Measures for the Administration of Online Microloan Business (Draft for Comments)
( CHA#E /NS CE S T AT A (BOR /)Y ), which states that a microloan company must obtain the
official approval of the CBIRC to conduct an online micro lending businesses outside the province where it
is registered. In addition, the draft provides the statutory qualified requirements for an online microloan
company, covering such things as registered capital, controlling shareholders, and use of the internet to
engage in an online microloan business. In response to this, we have stopped using our microloan
subsidiaries to fund new loans from December 2020. Further, we canceled the microloan business license
held by our Shenzhen and Hunan microloan subsidiaries in May 2022 and April 2022, respectively, and we
completed the de-registration of our Hunan microloan subsidiary at local Administration of Market
Regulation in December 2022. As of the Latest Practicable Date, the existing business of Shenzhen
microloan subsidiary has been settled, and it is currently in the process of de-registration, which is estimated
to be completed by the end of April 2023. We decided to de-register these two microloan subsidiaries due to
the updates to our business model and our efforts to optimize our organizational structure and management
efficiency. We have also applied for and obtained approval from the authorities regarding cancelation of the
online loan business permit held by our remaining Chongqing microloan subsidiary in June 2022. As a
result, we do not conduct any online microloan business as of the Latest Practicable Date.
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CONTRACTUAL ARRANGEMENTS

We, through the WFOE Entities, entered into a series of contractual arrangements with the VIEs and
their respective shareholders (as applicable) to assert management control over, and to enjoy all economic
benefits generated by the businesses currently operated by our Consolidated Affiliated Entities, which were
all established under the PRC laws. In the three years ended December 31, 2022, the total income
attributable to the businesses conducted through the Contractual Arrangements amounted to RMBI1.6
billion, RMB1.6 billion and RMB1.0 billion, representing 3.0%, 2.5%, 1.7% of the total income of the
Group, respectively. For further details of the Contractual Arrangement, see “Contractual Arrangements” in
this listing document. The following simplified diagram illustrates the flow of economic benefits from our
VIEs to the Group under the Contractual Arrangements:
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Notes:

(1)  The Company primarily operates its businesses through its subsidiaries in the PRC. For simplicity, the above diagram includes
the Company’s subsidiaries related to the Contractual Arrangements only. For details of the Company’s corporate structure of
the principal subsidiaries and VIEs, see “History and Corporate Structure.”
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(2)  Each of Shanghai Xiongguo and Shenzhen Lufax Enterprise Management is owned by Ping An Financial Technology,
Xinjiang Tongjun Equity Investment Limited Partnership, Shanghai Lanbang Investment Limited Liability Company and
Linzhi Jinsheng Investment Management Limited Partnership as to 49.99%, 29.55%, 18.29% and 2.17%, respectively.

(3)  “—> " denotes legal ownership.
(4)  *“--7”denotes the contractual relationships among the WFOE Entities, the VIEs and the Registered Shareholders:
a) provision of business support and technical and consulting services by the WFOE Entities to the VIEs pursuant to the

exclusive business cooperation agreements;

b) the payment of service fees by the VIEs to the WFOE Entities, which represents the flow of economic benefits from the
VIEs to the WFOE Entities, pursuant to the exclusive business cooperation agreements;

c) the WFOE Entities’ control over the VIEs through the voting proxy agreement to exercise all shareholders’ rights of the
Registered Shareholders in the VIEs;

d) the WFOE Entities’ exclusive options to acquire all or part of the equity interests in the VIEs; and

e) share pledges provided by the Registered Shareholders over the equity interests in the VIEs in favor of the WFOE
Entities.

(5)  For further details of the Contractual Arrangements, see “Contractual Arrangements” in this listing document.

On March 15, 2019, the National People’s Congress approved the Foreign Investment Law (914 &
i%) which became effective on January 1, 2020. On December 26, 2019, the State Council promulgated the
Implementation Regulations on the Foreign Investment Law (¥}i% &% & itif4 1), which came into effect
on January 1, 2020. The Foreign Investment Law replaced the Law on Sino-Foreign Equity Joint Ventures
(oM ERE2EIE) | the Law on Sino-Foreign Contractual Joint Ventures (/M5 1E4EE275) and
the Law on Foreign-Capital Enterprises (#M&{237%) to become the legal foundation for foreign
investment in the PRC. The Foreign Investment Law stipulates certain forms of foreign investment, but
does not explicitly stipulate contractual arrangements as a form of foreign investment. The Implementation
Regulations on the Foreign Investment Law are also silent on whether foreign investment includes
contractual arrangements. See the sections headed “Regulatory Overview—Regulations relating to Foreign
Investment” and “Contractual Arrangements” for further details.

OUR CONTROLLING SHAREHOLDERS AND CONTINUING CONNECTED TRANSACTIONS

Ping An Insurance, through An Ke Technology and Ping An Overseas Holdings indirectly held
285,000,000 and 189,905,000 Shares, respectively, representing in aggregate approximately 41.4% of the
total issued and outstanding share capital of the Company (without taking into account any Shares that may
be issued under the Share Incentive Plans or upon the conversion of any outstanding Convertible
Promissory Notes) as of the Latest Practicable Date. An Ke Technology is a wholly-owned subsidiary of
Ping An Financial Technology, which is wholly owned by Ping An Insurance. Ping An Overseas Holdings
is a direct wholly-owned subsidiary of Ping An Insurance. Accordingly, each of Ping An Insurance, Ping
An Financial Technology, Ping An Overseas Holdings and An Ke Technology is a Controlling Shareholder

of the Company. For additional information, see ‘“Relationship with the Controlling Shareholders.”
Ping An Group is a leading retail financial services group in the PRC, which principally engages in

insurance, banking and asset management business. In addition, the technology business of the Ping An
ecosystem provides various financial and daily-life services through internet platforms, including
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OneConnect. During the Track Record Period and up to the Latest Practicable Date, we have entered into
certain connected transactions with Ping An Insurance and its certain subsidiaries and associates in relation
to leasing of properties, provision of certain services and products, purchasing of certain services and
products, and offering of financial services. The connected transactions were entered into in the ordinary
course of business on normal commercial terms. Further, we have established business cooperation with
Ping An Group for the offering of credit enhancement service by Ping An Group to the borrowers of loans
we enable. Such business cooperation is complementary, mutually beneficial and non-exclusive. For the
years ended December 31, 2020, 2021 and 2022, the total income of the Group that was attributable to and
generated from Ping An Insurance and its subsidiaries and associates was RMB2.1 billion, RMBS5.6 billion
and RMB2.9 billion, representing 4.1%, 9.0% and 5.1% of our total income, respectively. In addition, for
the years ended December 31, 2020, 2021 and 2022, the total expenses paid to Ping An Insurance and its
subsidiaries and associates by the Group were RMB4.1 billion, RMB3.9 billion and RMB3.0 billion,
representing 12.1%, 10.2% and 6.6% of our total expenses (including credit impairment losses),
respectively. While, with the development of our business, we expect the transaction amounts of our
continuing connected transactions with Ping An Insurance and its certain subsidiaries and associates to
increase in the three years ending December 31, 2025, we believe that we do not and will not significantly
rely on Ping An Group for our business operation. See the sections headed “Connected Transactions” and
“Relationship with the Controlling Shareholders” for further details, including the proposed annual caps for
each of our continuing connected transactions with Ping An Insurance and its certain subsidiaries and
associates.

DUAL LISTINGS

Our ADSs have been listed and traded on the NYSE since October 30, 2020. Dealings in our ADSs on
the NYSE are conducted in U.S. dollars. We have applied for a listing of our Shares on the Main Board of
the Hong Kong Stock Exchange by way of introduction pursuant to Rule 8.05(1) of the Hong Kong Listing
Rules. Dealings in our Shares on the Hong Kong Stock Exchange will be conducted in Hong Kong dollars.
Our Shares will be traded on the Hong Kong Stock Exchange in board lots of 100 Shares. For additional
information, see “Information about this Document and the Introduction” in this listing document.

Proposed Liquidity Arrangements

In connection with the Listing, the Designated Dealer and the Alternate Designated Dealer have been
appointed as designated dealer and alternate designated dealer, respectively and intend to implement the
Liquidity Arrangements during the Designated Period (being 30 calendar days from and including the
Listing Date). The Liquidity Arrangements are intended to facilitate liquidity of the Shares in the Hong
Kong market by arranging for migration of Shares to the Hong Kong Share Register and CCASS to provide
the basis for an open market at the time of the Listing.

In connection with the Liquidity Arrangements, the Stock Borrowing and Lending Agreement between
Tun Kung Company Limited (the “Lender”) and an affiliate of the Designated Dealer was entered into on
April 11, 2023, which will come into effect from the first day of the Designated Period. Pursuant to the Stock

Borrowing and Lending Agreement, the Lender will make available to the Designated Dealer stock lending
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SUMMARY

facilities of up to 28,652,716 Shares, or approximately 2.5% of the total issued and outstanding Shares
immediately upon Listing (assuming no further Shares are issued under the Share Incentive Plans or upon
the conversion of the outstanding Convertible Promissory Notes), on one or more occasions during the
Designated Period, subject to applicable laws, rules and regulations in the U.S and Hong Kong, including
that the lending and the subsequent acceptance of redelivery of any Shares by the Lender, and the
borrowing and the subsequent redelivery of any Shares by the Designated Dealer, will not lead to either
party being obliged to make a mandatory general offer under the Takeovers Code or that an exemption in
this regard has been granted by the SFC. For further details, see “Listings, Registration, Dealings and
Settlement—Proposed Liquidity Arrangements.”

WAIVER APPLICATIONS

We have applied for, and the Hong Kong Stock Exchange has granted us, a number of waivers from
strict compliance with the Hong Kong Listing Rules. For further details, please see “Waivers” in this listing
document.

RULE 13.46(2) OF THE LISTING RULES

Rule 13.46(2) of the Listing Rules requires an overseas issuer to send an annual report or a summary
financial report within four months after the end of the financial year to which the report relates. As (i) our
company has already included in this listing document the financial information required under Appendix
16 of the Listing Rules in relation to annual report in respect of the year ended December 31, 2022; (ii) our
company will not be in breach of its constitutional documents or laws and regulations of Cayman Islands
or other regulatory requirements regarding its obligation to publish and distribute annual reports and
accounts; (iii) our company has included in this listing document a statement as to whether it complies
with the Corporate Governance Code in Appendix 14 to the Listing Rules and if not, the considered
reasons for the deviation and explain how good corporate governance was achieved by means other than
strict compliance with the code provision of the Corporate Governance Code; the Company will not, for
the purpose of Rule 13.46(2), separately prepare and send an annual report to its shareholders for the year
ended December 31, 2022. In addition, the Company will issue an announcement by April 30, 2023 that it
will not, for the purpose of Rule 13.46(2), separately prepare and send an annual report to its shareholders
for the year ended December 31, 2022 and that the relevant financial information has been included in this
listing document.

DIVIDENDS
On November 8, 2021, our board of directors approved an annual cash dividend policy. For the year
ended December 31, 2021, we paid a cash dividend of US$0.68 per ordinary share (US$0.34 per ADS) to

holders of our ordinary shares at market close on the record date, which was April 8, 2022.

On August 4, 2022, our board of directors approved a semi-annual cash dividend policy to replace our

annual dividend policy.
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SUMMARY

For the six months ended June 30, 2022, we paid a cash dividend of US$0.34 per ordinary share
(US$0.17 per ADS) under the semi-annual cash dividend policy to holders of our ordinary shares at market
close on the record date, which was October 13, 2022.

On March 9, 2023, the Board has approved a revised semi-annual cash dividend policy to replace its
existing dividend policy. Under the revised dividend policy, starting from 2023, the Company will declare
and distribute a recurring cash dividend semi-annually in which the aggregate amount of the semi-annual
dividend distributions for each year is equivalent to approximately 20% to 40% of our net profit in such
fiscal year, or as otherwise authorized by the Board. The determination to make dividend distributions and
the exact amount of such distributions in any particular semi-annual period will be based upon our
operations and earnings, cash flow, financial condition, and other relevant factors, and subject to adjustment
and determination by the Board.

The Board has approved a cash dividend of US$0.10 per ordinary share for the six-month period
ended December 31, 2022, on our issued and outstanding shares to shareholders of record as of the close of
trading on the New York Stock Exchange on April 7, 2023. Holders of ADSs, each two ADSs representing
one ordinary share, will accordingly be entitled to a cash dividend of US$0.05 per ADS, subject to the
payment of applicable depositary fees. The Depositary will distribute the dividend to holders of ADSs on or
about April 21, 2023.

During the Track Record Period, no cash divided was declared in 2020, the amount of annual cash
dividend paid to our shareholders as a percentage of our net profit in 2021 was 29.4%, while the aggregate
amount of annual cash dividend including paid and to be distributed to our shareholders as a percentage of
our net profit in 2022 was approximately 40.0%.

We are a holding company incorporated as an exempted company in the Cayman Islands. We rely
principally on dividends from our PRC subsidiaries for our cash requirements, including any payment of
dividends to our shareholders. PRC regulations may restrict the ability of our PRC subsidiaries to pay
dividends to us. See “Risk Factors—Risks Relating to Doing Business in China—We may rely on dividends
and other distributions on equity paid by our PRC subsidiaries to fund any cash and financing requirements
we may have, and any limitation on the ability of our PRC subsidiaries to make payments to us could have a
material and adverse effect on our ability to conduct our business.”

When we declare and pay dividends, we pay our ADS holders to the same extent as holders of our
ordinary shares, subject to the terms of the deposit agreement, including the fees and expenses payable
thereunder. Cash dividends on our ordinary shares, when declared and paid, are also paid in U.S. dollars.

LISTING EXPENSE

The total amount of expenses relating to the Listing is estimated to be RMB72.6 million. The entire
amount is expected to be charged to our consolidated statements of comprehensive income. The listing
expenses above are the latest practicable estimate and are for reference only. The actual amount may differ
from this estimate.
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SUMMARY

NO MATERIAL ADVERSE CHANGE

Our directors confirm that, up to the date of this document, except as disclosed in “COVID-19 Impact
and Declining Financial Performance”, there has not been any material adverse change in our financial or
trading position or prospects since December 31, 2022, and there is no event since December 31, 2022
which would materially affect the information shown in the Accountant’s Report in Appendix I to this
document.
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DEFINITIONS

In this document, unless the context otherwise requires, the following terms shall have the

following meanings. Certain technical terms are explained in “Glossary of Technical Terms.”

¢2014 Share Incentive Plan”

¢2015 Share Incentive Plan”

€2019 Performance Share Unit
Plan”

“Accountant’s Report”

“ADS(s)”

“affiliate(s)”

“AFRC”

“Alternate Designated Dealer”

“An Ke Technology”

“Articles” or “Articles of
Association”

the Phase I share incentive plan of the Company, adopted in
December 2014 and as most recently amended and restated in July
2021, to be amended and restated by an ordinary resolution of the
Shareholders at the EGM, the principal terms of which are set out
in “Statutory and General Information—D. Share Incentive
Plans—2014 Share Incentive Plan” in Appendix IV

the Phase II share incentive plan of the Company, adopted in
August 2015 and as most recently amended and restated in July
2021, to be terminated and merged with the 2014 Share Incentive
Plan by an ordinary resolution of the Shareholders at the EGM

the 2019 performance share unit plan of Company, adopted in
September 2019 and as most recently amended and restated in July
2021, to be amended and restated by an ordinary resolution of the
Shareholders at the EGM, the principal terms of which are set out
in “Statutory and General Information—D. Share Incentive
Plans—2019 Performance Share Unit Plan” in Appendix IV

the accountant’s report of the Company for the Track Record
Period, as included in Appendix I

American Depositary Shares, every two representing one Share
with respect to any specified person, any other person, directly or
indirectly, controlling or controlled by or under direct or indirect
common control with such specified person

Accounting and Financial Reporting Council

Morgan Stanley Hong Kong Securities Limited, being the alternate
designated dealer during the Designated Period

An Ke Technology Company Limited (ZEHEMTARATR), a
company with limited liability incorporated in Hong Kong on

June 9, 2014, one of the Controlling Shareholders

the ninth amended and restated articles of association of the

Company to be conditionally adopted by a special resolution of the
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DEFINITIONS

“associate(s)”’

“Board”

“business day”

“BVI”

“CAC”

“CAGR”

“Cayman Companies Act” or

“Companies Act”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “the PRC”

Shareholders at the EGM, which will take effect upon Listing, a
summary of which is set out in “Summary of the Constitution of
the Company and Cayman Islands Law” in Appendix III

has the meaning ascribed to it under the Listing Rules
the board of Directors

any day (other than a Saturday, Sunday or public holiday in Hong
Kong) on which banks in Hong Kong are generally open for
normal banking business

British Virgin Islands

the Cyberspace Administration of China (£ A 0[5 [ 5 1 1
MEEHAE)

compound annual growth rate

the Companies Act, Cap. 22 (As Revised) of the Cayman Islands,
as amended, supplemented or otherwise modified from time to
time

the Central Clearing and Settlement System established and
operated by the HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian

participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian Participant or
a CCASS Investor Participant

the People’s Republic of China, and for the purposes of this
document only, except where the context requires otherwise,
references to China or the PRC exclude Hong Kong, the Macao
Special Administrative Region of the People’s Republic of China
and Taiwan
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DEFINITIONS

“Chongqing Chongjinsuo”

“Chongqing Exchange”

“CIC”

“close associate(s)”’

“Companies Ordinance”

“Company,” or ‘“the Company”

“connected person(s)”’
“connected transaction(s)”’
“Consolidated Affiliated

Entity(ies)”’, “variable interest
entities” or “VIEs”

“Contractual Arrangements”

“Controlling Shareholder(s)”

Chongging Chongjinsuo Enterprise Management Limited (2
SIS AR /), a limited liability company established
under the laws of the PRC on February 28, 2017 and a wholly
owned subsidiary of Lufax (Shenzhen) Technology

Chonggqing Financial Assets Exchange Limited (B4 il & 25 58 )
P BREAE A F]), a limited liability company established under the
laws of the PRC on December 27, 2010, which is a Consolidated
Affiliated Entity and an indirect wholly owned subsidiary of
Shenzhen Lufax Enterprise Management

China Insights Industry Consultancy Limited, a global market
research and consulting company, which is an Independent Third
Party

has the meaning ascribed to it under the Listing Rules

Companies Ordinance (Chapter 622 of the Laws of Hong Kong),
as amended, supplemented or otherwise modified from time to
time

Lufax Holding Ltd (K& AR, a company with limited
liability incorporated in the Cayman Islands on December 2, 2014
and listed on the NYSE on October 30, 2020 (stock code: LU)

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

the variable interest entities and their subsidiaries, the financial
results of which have been consolidated and accounted for as
subsidiaries of the Company by virtue of the Contractual
Arrangements, details of which are set out in the sections headed
“History and  Corporate  Structure” and  “Contractual
Arrangements” in this document

the series of contractual arrangements entered into between the
WFOE Entities, the VIEs and the Registered Shareholders of each
such VIE, as detailed in the section headed “Contractual

Arrangements” in this document
has the meaning ascribed to it under the Listing Rules and unless

the context otherwise requires, refers to Ping An Insurance, An Ke
Technology, Ping An Overseas Holdings and Ping An Financial
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DEFINITIONS

“Convertible Promissory Notes”

“CSRC”

“CQYZS”

“Depositary”
“Depositary’s Custodian”

“Designated Dealer”

“Designated Period”

“Director(s)”

“Dividend Payout Ratio”

“EGM”

“Financial Advisor”
“GAAP”

“Governmental Authority(ies)”’

Technology, as further detailed in the section headed “Relationship
with the Controlling Shareholders”

(i) the convertible promissory notes in an aggregate principal
amount of US$1,158.0 million due 2023 with an interest rate of
6.0% per annum that the Company issued to certain investors on
September 30, 2020, details of which are set out in the section
headed “History and Corporate Structure” in this document, and
(i1) the Ping An Convertible Promissory Notes

the China Securities Regulatory Commission ([ % 8 5 1 25
He)

Chongqing Yunzhongshan Financial Service Limited (FEREZEH 42
BRIk A R F]), a limited liability company established under
the laws of the PRC on November 16, 2011, which is a
Consolidated Affiliated Entity and a wholly owned subsidiary of
Chongqing Exchange

Citibank, N.A., depository of the ADSs
Citibank, N.A.—Hong Kong, the custodian of the Depositary

J.P. Morgan Broking (Hong Kong) Limited, being the designated
dealer during the Designated Period

being the period of 30 calendar days from and including the Listing
Date

the director(s) of the Company

the amount of the dividend declared by the Company for a given
period divided by the Company’s net profit for that period

the extraordinary general meeting of the Company to be convened
on or about April 12, 2023

Ping An of China Capital (Hong Kong) Company Limited
generally accepted accounting principles

any governmental, regulatory, or administrative commission,
board, body, authority, or agency, or any stock exchange, self-
regulatory organization, or other non-governmental regulatory
authority, or any court, judicial body, tribunal, or arbitrator, in each
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DEFINITIONS

“Group,” “the Group,” “we,”
“us,” or “our”

“HK” or “Hong Kong”

“HKSCC”

“HKSCC Nominees”

“Hong Kong dollars” or “HK

dollars” or “HK$”

“Hong Kong Share Registrar”

“Hong Kong Takeovers Code” or
“Takeovers Code”

“IFRS”

“Independent Third Party(ies)”

“Introduction” or “Listing”

“Joint Sponsors”

“Latest Practicable Date”

case whether national, central, federal, provincial, state, regional,

municipal, local, domestic, foreign, or supranational

the Company, its subsidiaries and the Consolidated Affiliated
Entities from time to time, and where the context requires, in
respect of the period prior to the Company becoming the holding
company of its present subsidiaries, such subsidiaries as if they
were subsidiaries of the Company at the relevant time

the Hong Kong Special Administrative Region of the PRC

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of the
HKSCC

Hong Kong dollars, the lawful currency of Hong Kong

Tricor Investor Services Limited, being the branch share registrar
of our Company

Code on Takeovers and Mergers and Share Buy-backs issued by
the SFC, as amended, supplemented or otherwise modified from
time to time

International Financial Reporting Standards, as issued from time to

time by the International Accounting Standards Board

any entity or person who is not a connected person of the Company
within the meaning ascribed to it under the Listing Rules

the listing of Shares on the Main Board of the Stock Exchange by

way of introduction pursuant to the Listing Rules

J.P. Morgan Securities (Far East) Limited, Morgan Stanley Asia
Limited and UBS Securities Hong Kong Limited

April 3, 2023, being the latest practicable date for ascertaining

certain information in this document before its publication
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DEFINITIONS

“Liquidity Arrangements”

“Laws”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Lufax (Shenzhen) Technology”

“Main Board”

“Memorandum” or
“Memorandum of
Association”

“MIIT”

¢ ‘NDRC’ 2

“NYSE”

the liquidity arrangements as specifically described in the
subsection headed “Listings, Registration, Dealings and
Settlement—Proposed Liquidity Arrangements” in this document

all laws, statutes, legislation, ordinances, rules, regulations,
guidelines, opinions, notices, circulars, orders, judgments, decrees,
or rulings of any Governmental Authority (including, without
limitation, the Stock Exchange and the SFC) of all relevant

jurisdictions
the Listing Committee of the Stock Exchange

the date, expected to be on or about April 14, 2023, on which the
Shares are to be listed and on which dealings in the Shares are to
be first permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented or

otherwise modified from time to time

Lufax Holding (Shenzhen) Technology Service Co., Ltd. (FE#E(%
INEHHEIRBABR/A ), a company established in the PRC on
September 25, 2018 and our wholly-owned subsidiary

the stock exchange (excluding the option market) operated by the
Stock Exchange which is independent from and operates in parallel
with the Growth Enterprise Market of the Stock Exchange

the sixth amended and restated memorandum of association of the
Company to be conditionally adopted by a special resolution of the
Shareholders at the EGM, which will take effect upon Listing, a
summary of which is set out in “Summary of the Constitution of
the Company and Cayman Islands Law” in Appendix III

the Ministry of Industry and Information Technology of the PRC
(rpraE N R AL AN L6 A0{5 B L) (formerly known as the Ministry
of Information Industry (*# A RILFEF B E )

the National Development and Reform Commission of the PRC (1
EYNSE s P di i € =R )

the New York Stock Exchange
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DEFINITIONS

“OneConnect”

“Ping An Bank”

“Ping An Consumer Finance”

“Ping An Convertible
Promissory Notes”

“Ping An Financial Technology”

“Ping An ecosystem”

“Ping An Insurance”

OneConnect Financial Technology Co., Ltd., a company
incorporated under the laws of the Cayman Islands on October 30,
2017, whose shares are listed on the NYSE (stock code: OCFT)
and the Hong Kong Stock Exchange (stock code: 6638), and is an
associate of Ping An Insurance, one of the Controlling
Shareholders of the Company

Ping An Bank Co., Ltd. (CFZRITERMHARAT), a company
incorporated under the laws of the PRC on December 22, 1987,
whose shares are listed on the Shenzhen Stock Exchange (stock
code: 000001), and is a subsidiary of Ping An Insurance, one of the
Controlling Shareholders of the Company

Ping An Consumer Finance Co., Ltd. (F-%H% &RlARAFR), a
limited liability company established under the laws of the PRC on
April 9, 2020, which is an indirect non-wholly-owned subsidiary of
the Company and is owned as to 70% and 30% by the Company
and Ping An Insurance, respectively

the convertible promissory notes in an aggregate principal amount
of US$1,953.8 million due in October 2023 with an interest rate of
0.7375% per annum that the Company issued to Ping An Overseas
Holdings on October 8, 2015, which the Company has redeemed
50% of the outstanding principal amount and the maturity date of
the remaining 50% outstanding principal amount has been
extended to October 2026 pursuant to the most recent amendment
in December 2022, details of which are set out in the section
headed “History and Corporate Structure”

Shenzhen Ping An Financial Technology Consulting Co. Ltd. (%31l
T G R R A PR A 7)), a company incorporated under the
laws of the PRC on April 16, 2008 and one of the Controlling
Shareholders of the Company

Ping An Group and its subsidiaries, affiliates and associates

Ping An Insurance (Group) Company of China, Ltd. (HE"F-% ¢
B (B A PR R]), a company established as a joint stock
company under the laws of the PRC on January 16, 1997 whose
shares are dually listed on the Shanghai Stock Exchange (stock
code: 601318) and the Stock Exchange (stock code: 2318), and is a
Controlling Shareholder of the Company
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DEFINITIONS

“Ping An Group”

“Ping An Overseas Holdings”

“Ping An P&C”

“Ping An Puhui”

“Ping An Puhui Enterprises
Management”

“PRC Civil Code”

“PRC Company Law”

“PRC Legal Adviser”

“Puhui Lixin”

“Registered Shareholders”

“RMB” or “Renminbi”

“SAFE”

“SFC”

Ping An Insurance and its subsidiaries

China Ping An Insurance Overseas (Holdings) Limited (9[E~F-%
R INFER) A FRAT]), a company with limited liability
incorporated in Hong Kong on October 24, 1996, one of the
Controlling Shareholders

Ping An Property & Casualty Insurance Company of China, Ltd.
(P BT 22 o E R B 0 A FRZA 7)), a company established under the
laws of the PRC on December 24, 2002 and a subsidiary of Ping
An Insurance

Ping An Puhui Enterprises Management and its subsidiaries, which
are principally engaged in the core retail credit and enablement
business of the Group

Ping An Puhui Enterprises Management Co., Ltd. (P-4 % B35 %
MAFRZAT), a company established in the PRC on July 7, 2015
and our wholly-owned subsidiary

the Civil Code of the PRC ( {3 A RILAE L) ), as
amended from time to time

the Company Law of the PRC ( (h#E NRILFIEAFL) ), as
amended from time to time

Haiwen & Partners, our legal adviser on PRC law

Ping An Puhui Lixin Asset Management Limited (°*[-% % 2375 &
FEE A MR/ ), a limited liability company established under the
laws of the PRC on March 28, 2017, which was an indirect non-
wholly-owned subsidiary of the Company and was owned as to
60% and 40% by the Company and a consolidated affiliated entity
of OneConnect, respectively, as of the Latest Practicable Date

the respective registered shareholders of the VIEs, details of which
are set out in the section headed “Contractual Arrangements”

Renminbi, the lawful currency of China

the State Administration for Foreign Exchange of the PRC (13 A
B [ [ 5K A1 e A PRy )

Securities and Futures Commission of Hong Kong
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DEFINITIONS

“SFO” or “Securities and

Futures Ordinance”

“Shanghai Lufax”

“Shanghai Xiongguo”

“Shanghai Huikang”

“Share(s)”

“Share Incentive Plans”

“Shareholder(s)”

“Shenzhen Lufax Enterprise
Management”

“Shenzhen Lufax Internet
Information”

“State Council”’

Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented or otherwise modified
from time to time

Shanghai Lufax Information Technology Co., Ltd. (i 4 s
SRS BAFRR/A ) (formerly known as Shanghai Lujiazui
International Financial Asset Exchange Co., Ltd. (- [ 5 b [
BRVEFE S S T A A BR/A 7)), a limited company by shares
established under the laws of the PRC on September 29, 2011 and
a Consolidated Affiliated Entity

Shanghai Xiongguo Corporation Management Co., Ltd. ( b1
EEHA R/, a limited liability company established under
the laws of the PRC on December 10, 2014 and a Consolidated
Affiliated Entity

Shanghai Huikang Information Technology Limited (I 2 5R(5
BEAMT AR H]) - a limited liability company established under the
laws of the PRC on December 29, 2014 and a Consolidated
Affiliated Entity

the ordinary shares of the Company with a par value US$0.00001
per share

the 2014 Share Incentive Plan, 2015 Share Incentive Plan and 2019

Performance Share Unit Plan
holder(s) of our Share(s)

Shenzhen Lufax Holding Enterprise Management Co., Ltd. (YT
Fefe A BR/AA]), a limited liability company established
under the laws of the PRC on May 23, 2018 and a Consolidated
Affiliated Entity of the Company

Shenzhen Lufax Internet Information Services Limited (Y74 4
BB EREA R/ ), a limited liability company established
under the laws of the PRC on October 16, 2017, which is a
Consolidated Affiliated Entity and a wholly owned by Shenzhen
Lufax Enterprise Management

State Council of the PRC (H 3 A & 3115 B %)
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DEFINITIONS

“Stock Borrowing and Lending
Agreement”

“Stock Exchange” or “Hong
Kong Stock Exchange”

“subsidiary” or ‘“‘subsidiaries”

“substantial shareholder(s)”’

“Track Record Period”

“U.S. Exchange Act”

“U.S. SEC”

“United States,” “U.S.” or “US”

“US dollars,” “U.S. dollars,”
“US$” or “USD”

“VAT”

“Weikun (Shanghai)
Technology”

“WFOEs”

“WFOE Entities”

“XSBN Mercantile”

“%”

the stock borrowing and lending agreement dated April 11, 2023
entered into between an affiliate of the Designated Dealer and Tun
Kung Company Limited as specifically described in the subsection
headed *“Listings, Registration, Dealings and Settlement—

Proposed Liquidity Arrangements” in this document

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it in section 15 of the Companies
Ordinance

has the meaning ascribed to it in the Listing Rules

the three financial years of the Company ended December 31,
2020, 2021 and 2022

the United States Securities Exchange Act of 1934, as amended,
and the rules and regulations promulgated thereunder

the Securities and Exchange Commission of the United States

United States of America, its territories, its possessions and all
areas subject to its jurisdiction

United States dollars, the lawful currency of the United States

value-added tax

Weikun (Shanghai) Technology Service Co., Ltd. (KfR(_E#)BHE
R #s 4 B2 A) (formerly known as Shanghai Huiyuan Management
Consulting Company Limited (82 HEHARAR)), a
limited liability company established in the PRC on February 28,
2015 and our wholly-owned subsidiary

Weikun (Shanghai) Technology and Lufax (Shenzhen) Technology

WFOEs and Chongging Chongjinsuo, which have entered into the
Contractual Arrangements

XiShuangBanNa Mercantile Exchange Co., Ltd. (F5% AR 558
Sy A RA ), a limited company by shares established
under the laws of the PRC on July 22, 2011 and a Consolidated
Affiliated Entity

per cent
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DEFINITIONS

Unless otherwise specified, in this document:

J certain amounts and percentage figures have been subject to rounding adjustments; accordingly,
figures shown as totals in certain tables may not be an arithmetic aggregation of the figures preceding
them;

J the terms “Shares in issue and outstanding” and “issued and outstanding Shares” shall mean Shares

in issue excluding the treasury shares held by the Company before the Listing, which comprised (i)
Shares underlying the ADSs repurchased by the Company pursuant to the share repurchase programs
authorized by the Board and (ii) Shares issued to the Depositary for bulk issuance of ADSs reserved
for further issuances upon the exercise or vesting of options or awards granted under the Share
Incentive Plans; and

. for ease of reference, the names of Chinese laws and regulations, governmental authorities,
institutions, natural persons or other entities (including certain of our subsidiaries and the
Consolidated Affiliated Entities) have been included in the document in both the Chinese and English
languages and in the event of any inconsistency, the Chinese versions shall prevail. English
translations of company names and other terms from the Chinese language are provided for

identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains definitions of certain technical terms used in this document in connection
with us and our business. These may not correspond to standard industry definitions, and may not be
comparable to similarly terms adopted by other companies.

“active borrowers”

“AI”

“APR” or “annualized percent
rate”

“customer complaint rate”

“cumulative borrowers”

“DPD 30+ delinquency rate”

“DPD 90+ delinquency rate”

“KYB”

“KYC”

“KYP”

“MOB?” or “months on book”

“outstanding balance of loans”

borrowers that have a current outstanding balance with the
Company as of the period end

artificial intelligence

the monthly all-in borrowing cost as a percentage of the
outstanding balance annualized by a factor of 12, where all-in
borrowing cost comprises the actual amount of (a) interest,
(b) insurance premiums or guarantee fees and (c) retail credit
enablement service fees

Number of customer complaints passed to us by our regulatory
authorities during that year, divided by the sum of number of active
monthly accounts

the cumulative number of borrowers who had submitted their loan
application request and successfully made drawdowns since our
inception

the outstanding balance of loans for which any payment is 30 to
179 calendar days past due, divided by the outstanding balance of
loans

the outstanding balance of loans for which any payment is 90 to
179 calendar days past due, divided by the outstanding balance of
loans

know-your-business

know-your-customers

know-your-products

the number of complete calendar months that have elapsed since
the calendar month in which the loan was originated, measured at

the end of each calendar month

the total principal amount outstanding at the end of the given
period for loans we enabled
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“percentage of non-performing
loans more than 60 days
overdue”

“SBOs”

“SMBs”

“volume of new loans”

the outstanding balance of loans for which any payment is 61 or
more calendar days past due and not written off, and certain
restructured loans, divided by the outstanding balance of loans

small business owners, including owners of legal entities,
individuals who conduct their businesses as sole proprietors,
management-level individuals of SMBs, and self-employed
individuals with proof of business operations

small and micro businesses, typically with fewer than 50
employees and less than RMB30 million of annual income

the principal amount of new loans we enabled during the given
period
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Certain statements in this document are forward looking statements that are, by their nature, subject to
significant risks and uncertainties. Any statements that express, or involve discussions as to, expectations,
beliefs, plans, objectives, assumptions or future events or performance (often, but not always, through the
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use of words or phrases such as “will,” “expect,” “anticipate,” “estimate,” “believe,” “going forward,”
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“ought to,” “may,” “seek,” “should,” “intend,” “plan,” “projection,” “could,” “vision,” ‘“goals,” “aim,
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“aspire,” “objective,” “target,” “schedules” and “outlook™) are not historical facts, are forward-looking and
may involve estimates and assumptions and are subject to risks (including but not limited to the risk factors
detailed in this document), uncertainties and other factors some of which are beyond the Company’s control
and which are difficult to predict. Accordingly, these factors could cause actual results or outcomes to differ

materially from those expressed in the forward-looking statements.

Our forward-looking statements have been based on assumptions and factors concerning future events
that may prove to be inaccurate. Those assumptions and factors are based on information currently available
to us about the businesses that we operate. The risks, uncertainties and other factors, many of which are
beyond our control, that could influence actual results include, but are not limited to:

. our operations and business prospects;

. our business and operating strategies and our ability to implement such strategies;

. our ability to develop and manage our operations and business;

. our future general and administrative expenses;

. competition for, among other things, capital, technology and skilled personnel;

. our ability to control costs;

. our dividend policy;

. changes to regulatory and operating conditions in the industry and geographical markets in
which we operate;

. the impact of COVID-19 and the after-effects of the pandemic; and

o all other risks and uncertainties described in the section headed “Risk Factors.”

Since actual results or outcomes could differ materially from those expressed in any forward-looking
statements, we strongly caution investors against placing undue reliance on any such forward-looking
statements. Any forward-looking statement speaks only as of the date on which such statement is made,
and, except as required by the Listing Rules, we undertake no obligation to update any forward-looking
statement or statements to reflect events or circumstances after the date on which such statement is made or

to reflect the occurrence of unanticipated events. Statements of or references to our intentions or those of

_48 —



FORWARD-LOOKING STATEMENTS

any of our Directors are made as of the date of this document. Any such intentions may change in light of

future developments.

All forward-looking statements in this document are expressly qualified by reference to this
cautionary statement.
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An investment in our Shares or ADSs involves significant risks. You should carefully consider all
of the information in this document, including the risks and uncertainties described below, before
making an investment in our Shares or ADSs. The following is a description of what we consider to be
our material risks. Any of the following risks could have a material adverse effect on our business,
financial condition and results of operations. In any such case, the market price of our Shares or ADSs

could decline, and you may lose all or part of your investment.

These factors are contingencies that may or may not occur, and we are not in a position to
express a view on the likelihood of any such contingency occurring. The information given is as of the
Latest Practicable Date unless otherwise stated, will not be updated after the date hereof, and is
subject to the cautionary statements in the section headed “Forward-looking Statements” in this
document.

We believe there are certain risks and uncertainties involved in our operations, some of which are
beyond our control. We have categorized these risks and uncertainties into: (i) risks relating to our business
and industry; (ii) risks relating to our Contractual Arrangements; (iii) risks relating to doing business in
China; (iv) risks relating to our Shares and ADSs; and (v) risks relating to the dual listing. You should
consider our business and prospects in light of the challenges we face, including the ones discussed in this
section.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

Our industry is rapidly changing, and our business has evolved significantly in recent years, which
makes it difficult to evaluate our future prospects.

We operate in China’s SBO financial services industry, which is rapidly changing and may not
develop as we anticipate. The regulatory framework governing the SBO financial services industry
continues to develop rapidly and is expected to remain uncertain for the foreseeable future. In addition, our
business and business model have evolved significantly in recent years. As this industry and our business
continue to develop, we may further modify our business model, services and solutions. These
modifications may not achieve the expected results and may have a material and adverse impact on our

financial condition and results of operations.

You should consider our business and future prospects in light of the risks and challenges we may
encounter in this rapidly changing industry, including our ability to:

. improve our financial performance;
o attract and retain small business owners and other borrowers;
. navigate a complex and evolving regulatory environment;

. continue to develop, maintain and scale our mobile apps;
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convince prospective borrowers, users and partners of the value of products and services on our

mobile apps;

increase our market share and offer personalized and competitive services;

offer or maintain attractive fees while driving the growth and profitability of our business;

develop sufficient, diversified, sustainable, cost-efficient and reputable institutional funding
partners;

source third-party credit enhancement at commercially attractive prices, or grow our balance
sheet to support our financing guarantee business, to meet the demands of our funding partners;

continue to develop and improve the effectiveness, accuracy and efficiency of our proprietary
credit assessment and risk management technology;

improve our operational efficiency and maintain profitability;
enhance our technology infrastructure to support the growth of our business, maintain the
security of our system and the confidentiality of the information provided and utilized across our

system;

effectively maintain, upgrade and scale our financial and risk management controls and
procedures;

defend ourselves against legal proceedings and regulatory actions, such as claims against us
relating to our sales and collection efforts, fee structures, employee and third-party misconduct,

intellectual property, cybersecurity or privacy;

operate without being adversely affected by negative publicity about our industry in general and

the Company in particular, including baseless or ill-intentioned negative publicity; and

navigate fluctuations in economic conditions.

If we fail to address any or all of these risks and challenges, our business may be materially and

adversely affected.

Our business may continue to be materially and adversely affected by the effects of the COVID-19
pandemic in China, and changes we have made to our business may not be successful in dealing with the
effects or the after-effects of the pandemic.

Beginning in 2020, outbreaks of COVID-19 resulted in the temporary closure of many corporate

offices, retail stores, and manufacturing facilities across China. Normal economic life throughout China was

sharply curtailed. We took a series of measures to protect our employees, including temporarily closing our
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offices, facilitating remote working arrangements for our employees, including our collection staff, and
canceling business meetings and travels. The operations of some of our business partners and service
providers were also constrained and impacted. The population in most of the major cities was locked down
to a greater or lesser extent at various times and opportunities for discretionary consumption were extremely
limited. These events have contributed to the steady rise in loan delinquency over the Track Record Period
for loans we enabled.

China began to modify its zero-COVID policy at the end of 2022, which seems to have prompted a
considerable degree of uncertainties about the economic and market outlook. Thus, we have to be prepared
for the possibility for a wide range of possible outcomes, some of which could be highly unfavorable to our
business. There is still uncertainty as to the future impact of the virus, especially in light of this change in
policy. The extent to which the pandemic impacts our results of operations going forward will depend on
future developments which are highly uncertain and unpredictable, including the frequency, duration and
extent of outbreaks of COVID-19, the appearance of new variants with different characteristics, the success
or failure of efforts to contain or treat cases, and future actions we or the authorities may take in response to
these developments. China may experience lower domestic consumption, higher unemployment, severe
disruptions to exporting of goods to other countries and greater economic uncertainty, which may impact
our business in a materially negative way as people in general and small business owners in particular may
be less inclined to borrow. Borrowers may also have less propensity or ability to repay their loans as a result
of the economic problems caused by COVID-19, which may then impact credit quality. Consequently, the
COVID-19 pandemic may continue to materially and adversely affect our business, financial condition and

results of operations in the current and future years.

While credit quality deterioration took place across the board in China in 2022, we witnessed growing
differences in economic resilience in various regions, which led to significant divergence in credit
performance by region. In response, we have begun to focus on higher quality borrowers in more
economically resilient regions, restructure our sales channel structure and productivity, revise our products
and pricing, and enhance our risk management capabilities to protect our business health and resiliency
during economic downturns. However, there can be no assurance that adopted approach will be successful
or, if it is successful, how long it could take or how quickly our performance could recover.

Small business owners are more vulnerable to economic fluctuations.

Small business owners are generally more vulnerable to macroeconomic fluctuations or changes in the
regulatory environment, as they may lack the financial, management or other resources necessary to
withstand the adverse effects brought on by economic downturns. Small business owners may also have no
or only a limited credit history or a lower borrowing capacity than large entities, and therefore may be more
vulnerable to economic downturns. In addition, small business owners normally have negligible market
shares and often need substantial additional capital to expand or compete and may experience substantial
volatility in results of operations, any of which may impair a borrowers’ ability to service a loan. As our
core small business owner segment, which makes up the majority of our new loans enabled during 2022,
has been among the earliest and most significantly impacted by the deteriorating macro environment, we
witnessed worsening delinquency rates as well as rising credit impairment losses, weighing on our
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profitability during 2022. However, small business owners will need time to recover from the economic
downturns. Going forward, any adverse changes in the economic, occurrence and/or development of natural
disaster or epidemics or pandemic, including the resurgence of COVID-19, may affect the repayment ability
of small business owners, which in turn may adversely affect our business, financial condition and results of
operations.

Updates that we are in the process of making to our business model may not be successful.

We are in the process of making updates to our business model. Under our business model, we align
our interest with that of our funding partners by sharing credit risk with them, utilizing a combination of our
licensed financing guarantee subsidiary and our partnerships with third-party credit enhancement providers.
We have increased the percentage of outstanding loans with credit risk exposure for our company over the
Track Record Period from 6.3% as of December 31, 2020 to 16.6% as of December 31, 2021 and 23.5% as
of December 31, 2022. As a consequence, our direct exposure to the risk of loss stemming from our ability
to effectively evaluate borrowers’ credit profiles and manage default risks has also increased. Going
forward, we cannot predict the percentage of outstanding loans with credit risk exposure for our Company,
largely because when and how much credit risk we take on and whether third-party credit enhancement is
utilized depend on a dynamic mix of commercial factors, including the pricing of credit enhancement and
the willingness of our funding partners to bear risk, as well as regulatory guidance. Our loan enablement can
be done either with or without third-party credit enhancement, and if the cost of third-party credit
enhancement is not commercially attractive, the proportion of loans for which we have credit risk could
greatly exceed 30%, depending on the balance of risk and reward.

As we increase the volume of outstanding loans on which we bear credit risk, our direct exposure to
the risk of loss stemming from any failure to effectively evaluate borrowers’ credit profiles or manage
default risks has also increased. In addition to increasing our credit risk exposure, we launched a new small
business owner value-added services platform in November 2022 to foster the growth of an SBO
ecosystem, and we have begun to bring in additional service providers to give SBOs access to broader
offerings beyond financial products. These include a forum for information exchange, social networking
and a suite of digital SaaS solutions. Our goal is to provide SBOs the necessary connectivity and tools for
more effective customer acquisition, easier transaction making and overall improved efficiency. The
profitability of these updates to our business model has yet to be proven. Changing our business model may
present operating and marketing challenges that are different from those that we currently encounter.
Making these updates to our business model may cause us to oversee opportunities that we could have
pursued if we had not made these updates or if we had made different updates. We cannot assure you that
making these changes to our business model will be successful enough to justify the time, effort and
resources that we devote to implementing them.
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Our business is subject to laws, regulations, and supervision by national, provincial and local
government and judicial authorities, industry associations and other regulatory bodies. The laws,
regulations and official guidance relating to our business are complex and evolving rapidly and may be
subject to further changes. Non-compliance with any existing or new regulation may result in penalties,
limitations and prohibitions on our business activities, and we have been modifying and may need to
continue to modify our business operations in response to changes in laws and regulations.

The industry in which we operate is highly regulated. Our businesses are subject to national,
provincial and local laws, rules, regulations, policies and measures in China. See “Regulatory Overview.”
These laws, rules, regulations, policies and measures are issued by the National People’s Congress of the
PRC and its standing committee, the State Council, and different central government ministries and
departments as well as provincial and local government authorities, and are enforced by different levels of
regulatory agencies and by local authorities in each province in which we operate. As a result, there may be
inconsistencies between the rules, regulations, policies, orders and guidance of different regulatory
agencies. In order to comply with the existing and new rules, regulations, policies and measures of each
regulatory agency, we have modified, and may continue to modify, our business models from time to time,
which could cause us to incur significant costs and expenses, divert resources and materially disrupt our
operations, which could have a material adverse effect on our results of operations and financial condition.

For example, on January 13, 2021, the CBIRC and the People’s Bank of China released the Notice on
Regulating Personal Deposit Business by Commercial Banks through the Internet, which provides detailed
rules for the conduct of a deposit business by commercial banks through the internet and further prohibits
commercial banks from conducting a time deposit and time-demand optional deposit business through
online platforms that they do not operate themselves, including such services as marketing and promotion,
product display, information transmission, access to purchase and interest subsidies. We ceased to enable
the bank deposit products provided by our bank partners in December 2020. However, the PRC
governmental authorities may further tighten the requirements that regulate the industry we operate in,
which may result in fines or penalties, limit or restrict our current practices and may require changes to our

business model or operations.

On April 29, 2021, the People’s Bank of China, together with the CBIRC, the CSRC and other
regulatory authorities, jointly conducted a regulatory interview with 13 companies, including us, as part of
special work on self-investigation and rectification of online financial platforms. We have carried out self-
investigation and rectification work in various aspects, including prudential supervision, financial consumer
protection, integrated operation of financial business, personal credit business, capital market business, and
third-party internet deposits. As of the Latest Practicable Date, we have substantially completed most of the
rectification measures based on our self-examination results according to the guidance provided by the
relevant authorities. There also remains a risk that we may not be able to rectify all our practices to be in
compliance with the regulatory requirements, which may result in regulatory authorities taking additional
regulatory actions against us. The regulatory authorities will maintain normalized supervision in general
going forward, according to the guidance provided by the regulatory authorities. Our rectification results
remain subject to the regulators’ regular supervision, and we cannot assure you that the measures we have
taken and rectifications we have made will satisfy the requirements from the regulators. If any such
outcome were to arise, there may be a material and adverse effect on our business, results of operations,
financial conditions and prospects. Our reputation may also be harmed.

— 54—



RISK FACTORS

On December 31, 2021, the People’s Bank of China, the MIIT, the CBIRC, the CSRC, the CAC,
SAFE and the State Intellectual Property Office issued the Measures for Administration of Internet
Marketing of Financial Products (Draft for Comments), which regulates financial institutions and internet
platform operators entrusted by such financial institutions with carrying out internet marketing activities of
financial products. Pursuant to this draft measure, financial institutions may not entrust any other entities or
individuals to carry out internet marketing of financial products unless otherwise provided or authorized by
laws and regulations. The draft measure also prohibits third-party online platform operators from
participating in the sale of financial products without the approval of financial regulatory authorities,
including interactive consultation with consumers on financial products, suitability assessment of financial
consumers, execution of sale contracts and transfer of funds. In addition, online platform operators are not
allowed to share the income of financial business by setting various charging mechanisms linked to the loan
scale and interest scale. If this draft measure is enacted as proposed, our retail credit and enablement
business will be subject to additional regulatory requirements and restrictions.

We are also subject to oversight by the MIIT, the CAC and the National Internet Finance Association
of China in connection with our mobile applications. If we fail to comply with the requirements and
standards set by the relevant authorities or if our apps fail to remain on the white list, mobile app stores
including the iOS App Store and Android app stores may cease the distribution of our mobile apps and our
business may be materially and adversely affected.

We expect the laws, rules, regulations, policies and measures governing our business, our cooperation
with third-party business partners and the loans we enable to continue to evolve. Our business activities and
growth may be adversely affected if we do not respond to regulatory changes in a timely manner.
Non-compliance with the applicable laws, rules, regulations, policies and measures, including as a result of
ambiguities in them, may subject us to sanctions by regulatory authorities, monetary penalties, or
restrictions on our business activities or new product introduction or revocation of our licenses, all of which
could have material and adverse effects on our business, financial condition and results of operations.

We may be unable to source third-party credit enhancement at commercially attractive prices, grow our
balance sheet to support our financing guarantee business, or persuade our funding partners to accept
guarantees from our financing guarantee subsidiary. Any of these outcomes could materially and
adversely affect our business, financial condition and results of operations.

We make use of third-party credit enhancement providers in our retail credit and enablement business.
Under our current business model, we share the credit risk with credit enhancement providers for most of
the loans we enable. As of December 31, 2022, our credit enhancement providers provided insurance or
guarantees on 76.1% of the outstanding balance of loans we enabled under our Puhui brand. Furthermore,
one credit enhancement provider, Ping An P&C, provided insurance or guarantees for 70.6% of the
outstanding balance, with other credit enhancement providers accounting for the remaining 5.5%. However,
the ability and willingness of our credit enhancement providers to continue providing credit enhancement at
a commercially attractive cost cannot be assured. Our credit enhancement providers price their services
based on factors such as the creditworthiness of the customers, their cost of funds, the conditions in the
overall credit market and their expectations for how these factors will evolve and change over time. When

credit default rates go up, which has been the general trend in China over the Track Record Period, credit
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enhancement providers tend to increase the cost they charge to offset the additional expected losses. Going
forward, we cannot predict the percentage of outstanding loans with credit risk exposure for our company,
because when and how much credit risk we take on and whether third-party credit enhancement is utilized
depend on a dynamic mix of commercial factors, including the pricing of credit enhancement and the
willingness of our funding partners to bear risk, as well as regulatory guidance. Our loan enablement can be
done either with or without third-party credit enhancement, and if the cost of third-party credit enhancement
is not commercially attractive or our credit enhancement providers, including Ping An Group, encounter
difficulties including but not limited to financial challenges, credit rating downgrades or others which
prevent them from continuing to provide credit enhancement services, the proportion of loans for which we
have credit risk could greatly exceed 30%, depending on the balance of risk and reward. We have ongoing
discussions with our funding partners regarding the potential adjustments in our new commercial
arrangement where we do not engage external credit enhancement partners and this has not affected our
cooperation with funding partners. As of the Latest Practicable Date, we had initiated dialogues with all of
our 81 funding partners, and 14 banks and 5 trust companies among our partners have already agreed to the
new arrangement. However, we cannot assure you that all our funding partners may continue provide the
same level of funding support to us as we decrease the utilization of external credit enhancement partners to
rely on our own credit guarantee subsidiary to provide credit enhancement. If we are unable to source third-
party credit enhancement at commercially attractive prices, grow our balance sheet to support our financing
guarantee business, or persuade our funding partners to accept guarantees from our financing guarantee
subsidiary, our business, financial condition and results of operations may be materially and adversely
affected.

The total fees charged to borrowers for loans we enable may be deemed to be in excess of interest rate
limits imposed by laws or regulatory authorities. As a result, part of the interest and fees may not be valid
or enforceable through the PRC judicial system.

Our income, including retail credit and enablement service fees and other fees, to the extent they are
deemed to be or related to loan interest, are subject to restrictions on interest rates on private lending.
According to the Provisions of the Supreme People’s Court on Several Issues Concerning the Application of
Law in the Trial of Private Lending Cases ( <35 A B i b B i o 20 B ) 1 80 28 08 P VR T R B e
) ) took effect on September 1, 2015, in the event the sum of the annualized interest that lenders charge and
the fees we and our business partners charge exceeded the 24% limit, and borrowers refused to pay the
portion that exceeds the 24% limit, PRC courts would not uphold our request to demand the portion of the
fees that exceeds the 24% limit from such borrowers. If the sum of the annual interest that lenders charge
and the fees we and our business partners charge exceeds 36%, the portion that exceeds the 36% limit is

invalid.

The Supreme People’s Court approved two amendments to the Provisions of the Supreme People’s
Court on Several Issues Concerning the Application of Law in the Trial of Private Lending Cases on
August 19, 2020 and December 29, 2020, pursuant to which the PRC courts will support a non-financial
institution’s claim for interest on loans if their annual interest rate does not exceed four times the one-year
Loan Prime Rate at the time of the establishment of the loan agreements. The aforementioned one-year
Loan Prime Rate refers to the one-year loan market quoted interest rate issued by the National Bank
Interbank Funding Center. As of the Latest Practicable Date, the most recent one-year loan market quoted
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interest rate issued by the National Bank Interbank Funding Center was 3.65%. Also on December 29,
2020, the Supreme People’s Court further issued the Reply Regarding the Scope of Application of the New
Private Lending Judicial Interpretation, which provides that the amended Provisions of the Supreme
People’s Court on Several Issues Concerning the Application of Law in the Trial of Private Lending Cases
are not applicable to disputes arising from the financial business of microloan companies, financing
guarantee companies, and five other types of local financial organizations which are regulated by local
financial authorities.

However, there remain uncertainties in the interpretation and implementation of the abovementioned
provisions of the Supreme People’s Court and the two amendments, including their applicability in practice,
the basis of the formula used to calculate the interest limit, and the scope of inclusion of related fees and
insurance premiums, as well as inconsistencies between the standard and the level of enforcement by
different PRC courts. We cannot assure you that there will not be any changes to the detailed formula used
to calculate the interest limit, that our future fee rates will not be lowered as a result of the limit described
above, or that the limit will not be applied to our historical products. In such cases, we and our business
partners may be required to repay certain borrowers if our historical loan products are deemed to have
violated the laws and regulations concerning the limit on lending interest and fee rates, and our business,
results of operations and financial condition may therefore be materially and adversely affected.

In addition to rules, opinions and decisions issued by the PRC courts, we and our business partners are
also subject to regulatory agencies’ requirements, supervision or guidance. We have lowered the APR on
loans we enable since early September 2020 and may further lower the APR or even be required to change
our charging strategies from time to time as a result of changes in regulation or our business strategy. We
may also reduce our outstanding loan volumes, significantly modify our fee rate structure within a
prescribed period of time or modify our business cooperation model with third-party business partners,
including our credit enhancement providers. If we are unable to comply with such regulatory requirements,
supervision or guidance, we may be deemed to be charging above the maximum interest rates permitted by
the relevant laws, regulations, policies or guidance, and as a result, we could be subject to orders of
suspension, cessation or rectification, cancelation of qualifications, or other penalties, and our business,
financial condition, results of operations and our cooperation with business partners could be materially and

113

adversely affected as a result. See “—Our business is subject to laws, regulations, and supervision by
national, provincial and local government and judicial authorities, industry associations and other regulatory
bodies. The laws, regulations and official guidance relating to our business are complex and evolving
rapidly and may be subject to further changes. Non-compliance with any existing or new regulation may
result in penalties, limitations and prohibitions on our business activities, and we have been modifying and

may need to continue to modify our business operations in response to changes in laws and regulations.”

Furthermore, there remain uncertainties regarding whether our charging strategies for service fees and
the amount of service fees charged by our financing guarantee company could be accepted or supported by
the local courts, and we cannot rule out the possibility that we may be required to change our charging
strategies for service fees and the amount of service fees charged by our financing guarantee company if
there is any change in the interpretation and implementation of applicable laws, regulations and
governmental policies in the future.
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Our access to sufficient and sustainable funding at commercially attractive costs cannot be assured.

The growth and success of our future operations depend on the availability of adequate lending capital
to meet borrowers’ demands for loans. To maintain sufficient and sustainable funding to meet borrower
demands, we need to keep expanding our funding base and secure a stable stream of funds from our funding
partners.

The availability of funding from our funding partners depends on many factors, some of which are out
of our control. Changes in the credit environment may impact the funding costs and the terms of our
agreements with funding partners, and we may not be able to obtain sufficient and sustainable funding from
our funding partners if the funding cost increases significantly. Funding costs may also be affected by the
availability and pricing of credit enhancement and the willingness of the funding partners to bear risk with
or without credit enhancement. In addition, our competitors may offer better terms to attract institutional
funding partners away from us or form exclusive partnerships with them. We may not be able to maintain
long-term business relationships with institutional funding partners in this evolving market. In addition,
some of our funding partners have limited operating histories and experiences and we cannot rely on them
for our funding.

Our funding partners are subject to PRC laws and regulations, and they may have to cease or modify
their operations and cooperation with us as a result of existing or new regulatory requirements. For
example, in July 2020, the China Banking and Insurance Regulatory Commission, or the CBIRC, issued the
Interim Measures for the Administration of Online Loans by Commercial Banks to provide detailed rules on
online loans provided by commercial banks. On February 19, 2021, the China Banking and Insurance
Regulatory Commission further issued the Notice of Further Regulating Online Loan Business of
Commercial Banks, also known as Circular 24, supplementary to the Interim Measures for the
Administration of Online Loans by Commercial Banks. Circular 24 reiterates that the commercial banks
shall independently carry out the risk management of online loans and are forbidden from outsourcing the
key procedures of loan management. Moreover, regional commercial banks are prohibited from engaging in
an online loan business outside the region of their registration. In addition, under Circular 24, the China
Banking and Insurance Regulatory Commission and its local offices shall, under the principle of “one policy
for one bank and smooth transition” urge commercial banks to rectify their non-compliant online loan
business. It is also provided that Circular 24 will also apply by analogy to branches of foreign banks, trusts,
consumer finance companies and auto finance companies. These rules and regulations may require some of
our funding partners to evaluate their cooperation entities and adjust their cooperation with us and thus may

potentially have a material impact on the availability of our funding.

In addition, we cannot assure you that we will be successful in diversifying our funding sources or
funding sources for the loans we enable will remain or become increasingly diversified in the future. If we
become dependent on a small number of funding partners and any such funding partners decide not to
collaborate with us, change the commercial terms to the extent unacceptable to our borrowers or limit the
funding available for loans we enable, such constraints may materially limit our ability to enable loans and
adversely affect our user experience. As a result, our business, financial condition, results of operations and
cash flow may be materially and adversely affected.
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Any failure to obtain, renew or retain the requisite approvals, licenses or permits applicable to our retail
credit and enablement business may have a material adverse effect on our business, financial condition
and results of operations.

The PRC government extensively regulates internet-related businesses, including supervising foreign
ownership and requiring licenses and permits pertaining to the companies in internet-related businesses.
These internet-related laws and regulations are relatively new and evolving, and their interpretation and
enforcement involve significant uncertainties. As a result, in certain circumstances it may be difficult to
determine what actions or omissions may be deemed to be in violation of applicable laws and regulations.

We are required to obtain certain approvals, licenses, permits and certificates in the PRC for our retail
credit and enablement business, including a license for our financing guarantee business and a license for
our consumer finance business. For details of these requirements, please refer to “Regulatory Overview” in
this document. However, there is no assurance that we will be able to obtain or renew such licenses, permits
and certificates upon their expiration. In addition, the eligibility criteria for such licenses, permits and
certificates may change from time to time and we may be required to observe stricter compliance standards
in respect of such licenses, permits and certificates. In the event of the introduction of any new laws and
regulations or changes in the interpretation of any existing laws and regulations that increase compliance
costs for us, or prohibit or make it more expensive for us to continue with the operation of any part of our
business, our business, financial condition and results of operations may be materially and adversely
affected.

Moreover, the PRC government has adopted a series of regulations governing credit investigation
businesses. Among those regulations, the Regulation for the Administration of Credit Investigation
Industry, promulgated by the State Council and effective in March 2013, provides that credit investigation
business means the activities of collecting, organizing, storing and processing credit-related information of
individuals and enterprises, as well as providing such information to parties that may use such information.
To further strengthen the supervision for credit investigation businesses, the People’s Bank of China issued
the Administrative Measures for Credit Investigation Business, or the Credit Investigation Measures,
effective January 1, 2022, which stipulate a broad definition of credit information to include all types of
information in connection with the provision of services in financial or other activities to assess credit of
individuals or enterprises. According to this measure, such information may include an individual’s or
enterprise’s identity, address, transportation, communication, indebtedness, property, payment,
consumption, production and operation, fulfillment of legal obligations and other information, as well as the
analysis and evaluation based on such information. Although there are substantial uncertainties as to the
interpretation and application of such measures, because we may collect, store and analyze certain
information which falls within the scope of so-called credit-related information and conduct credit
assessment based on such information and we may also share such information with our business partners
under proper authorization, we may be deemed to be collecting and processing credit information of
individuals and enterprises, and may be required to obtain credit data collection licenses and complete filing
formalities. However, due to the evolving regulatory environment of the credit investigation industry and
the lack of detailed interpretation, we cannot assure you that our retail credit and enablement business will
not be regarded as credit investigation business and we will not be required to obtain the approval or license
for credit investigation business or have to modify our business model, which could cause us to incur

—59 —



RISK FACTORS

significant costs and expenses, divert resources and disrupt our operations, which may materially and
adversely affect our results of operations and financial condition. For more details, please refer to the
“Regulatory Overview—Regulations Relating to Credit Investigation Business.”

The Administrative Regulations on Supervision of Financing Guarantee Companies and its Supporting
Systems ( CREHE IR A BB BRGG) K HIUIHECEH] %) provides that a financing guarantee company
approved by a provincial regulatory body may apply for setting up branches in other provinces to conduct a
credit enablement business. Our financing guarantee company has been licensed by the provincial financial
supervision authority in Jiangsu Province to operate a credit enablement business. Also, the branches of our
financing guarantee company have also been granted licenses for conducting their retail enablement
business in most of the provinces of China. Our financing guarantee company and its branches are subject
to the supervision of local financial authorities in the jurisdictions where they are located. Historically, some
of our financing guarantee companies maintained leverage ratios that were above the maximum level
allowed. As of the Latest Practicable Date, we had modified our financing guarantee company’s business
models in order to comply with the leverage ratio requirements and other laws, regulations, policies and

measures for these companies in all of these jurisdictions.

Historically, the regulators have given us verbal and written guidance on our business practices, and
we have modified our business operations based on such guidance. We may be subject to additional
regulatory warnings, correction orders, condemnation and fines and may be required to further modify our
business if any of our financing guarantee companies is deemed to have violated national, provincial or
local laws and regulations or regulatory orders and guidance. On December 31, 2021, the People’s Bank of
China published the Regulations on the Local Financial Supervision and Administration (Draft for
Comments), which requires that, among others, (i) six types of financial organizations, including financing
guarantee companies, are deemed as local financial organizations, and the incorporation of local financial
organizations should be approved by the competent provincial regulatory authorities before they apply for
the business licenses, (ii) local financial organizations are required to operate their business within the area
approved by the competent provincial regulatory authorities and are not allowed to conduct business across
provinces in principle, and (iii) the rules for cross-province business carried out by local financial
organizations should be formulated by the State Council or by the financial regulatory department of the
State Council as authorized by the State Council. The financial regulatory department of the State Council
will specify a transition period for local financial organizations that have carried out businesses across
provinces to maintain compliance. Currently, our financing guarantee company provides services for loans
to borrowers across provinces. As uncertainties remain regarding when these rules would be adopted and
become effective, and to what extent we would be subject to these rules, we cannot rule out the possibility
that we may be required to obtain additional licenses, permits, filings or approvals in the future. We cannot
assure you that we will be able to comply with such regulations in all respects in a timely manner, or at all,
and since our financing guarantee subsidiary has been playing an increasingly important role in our retail
credit and enablement business, any failure to do so could materially impair our ability to conduct our
business and materially and adversely affect our results of operations and financial condition.
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We are subject to credit risk of our loans and financial assets measured at amortized cost.

The sustainability of our business and future growth depends largely on our ability to effectively
manage the credit risk of our loans and financial assets measured at amortized cost. During the Track
Record Period, the gross carrying amount of loans we originated to customers was RMB120.8 billion,
RMB217.7 billion and RMB218.5 billion as of December 31, 2020, 2021 and 2022, and our financial assets
measured at amortized cost was RMB6.6 billion, RMB3.8 billion and RMB4.7 billion (US$678 million) as
of the same dates. Any deterioration in our loan portfolio quality and increase in the delinquent loan ratio
could materially adversely affect our results of operations. As of December 31, 2020, 2021 and 2022, our
DPD 30+ delinquency rate was 2.0%, 2.2% and 4.6%, respectively, and our DPD 90+ delinquency rate was
1.2%, 1.2% and 2.6%, respectively.

We may not be able to effectively control the level of our overdue loans in the future. Our delinquent
loan ratio may increase in the future due to a variety of factors, including factors beyond our control, such
as a slowdown in economic growth, a deepening of a credit crisis or other adverse macroeconomic trends.
Such factors may cause operational, financial and liquidity issues for our customers and affect their ability
to make loan repayments in a timely manner. If we fail to effectively manage credit risk of our loan and our
overdue loans increase, our business, financial condition and results of operations may be materially
adversely affected.

We have modified our business model and practices in the past as a result of changes in laws,
regulations, policies, measures and guidance, and we are subject to risks in connection with our
discontinued products and historical practices. If any of our discontinued products and historical
practices is deemed to violate any PRC laws or regulations, our business, financial condition and results
of operations would be materially and adversely affected.

Given the complexities, uncertainties and frequent changes in PRC laws, rules, regulations, policies
and measures, including changes in their interpretation and implementation, we have historically modified
our business models and practices due to shifts in regulatory requirements and our strategies. Among wealth
management products, we ceased to enable the offering of structured alternative products originated by
financial institutions for individual investors, which we refer to as business-to-consumer, or B2C products,
in the second half of 2017. We also ceased to enable the bank deposit products provided by our bank
partners in December 2020. Among retail credit and enablement products, we ceased to enable the offering
of peer-to-peer products in August 2019, as well as stopped using funding from peer-to-peer individual
investors as a funding source for our retail credit and enablement business in 2019. As of December 31,
2021, no peer-to-peer products enabled by our Company remained outstanding, and none of the new loans

we have enabled during the Track Record Period were funded by peer-to-peer individual investors.

To facilitate the exit of investors after we discontinued our enablement of the offering of B2C
products in the second half of 2017, we decided to repurchase certain trust plans, asset management plans
and debt investments from our investors as a one-time event. The performance of these trust plans, asset
management plans and debt investments, with an aggregate net balance of RMBI1.0 billion as of
December 31, 2022, may continue to have an adverse impact on our financial condition. We are currently

pursuing claims against the debtors related to some of our historical B2C products. While none of these
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claims is considered material to our business on an individual basis, the overall results of these ongoing
litigations may have continued impact on our financial condition. We are currently unable to estimate the
possible outcome or possible range of recovery, if any, associated with the resolution of these cases, and
adverse outcome of our claims could have a material adverse effect on our business, results of operations,
cash flows and reputation.

We ceased using individual funding as a funding source for loans in 2019 in response to new
regulations on peer-to-peer lending. Under existing regulations, entities engaging in peer-to-peer lending are
required to apply for record-filings with authorities. In addition, in January 2019, the PRC government
issued the Notice on Further Implementing the Compliance Inspection and Follow-up Work of Peer-to-Peer
Online Lending, which requires all peer-to-peer lending platforms to reduce the total outstanding
peer-to-peer lending balance, the total number of borrowers, and the total number of individual investors.
Three platforms operated by the Consolidated Affiliated Entities were engaging in peer-to-peer lending
services at that time. After close consultation with regulators, we ceased enabling new loans using
peer-to-peer funding since August 2019, and as of December 31, 2022, none remained outstanding.
Nevertheless, we cannot assure you that we will not be subject to fines or other regulatory penalties for our
historical peer-to-peer loans. Any of such events may materially and adversely affect our client relationship,
reputation, and business operations.

Furthermore, the PRC legal system is based in part on government policies and internal rules (some of
which are not published in a timely manner or at all) that may have retroactive effect. As a result, we may
not be aware of our violation of these policies and rules until sometime after the violation, and we cannot
assure you that our historical practices would not be deemed to be a violation of unannounced or
retroactively applied laws and regulations, which may subject us to fines and other administrative sanctions
and adversely affect our reputation, business prospects and financial condition.

Changes to our business model may subject us to similar risks with respect to our current products or
services that we discontinue, including complaints from customers, damage to our brand, and regulatory
scrutiny. See also “—We may be subject to risks due to the business conducted by our microloan
subsidiaries prior to 2021.”

If our credit assessment and risk management model is flawed or ineffective, or if the data that we collect
Jor credit analysis inaccurately reflects borrowers’ creditworthiness, or if we fail or are perceived to fail
to effectively manage the default risks of loans we enable for any other reason, our business and results
of operations may be adversely affected.

Our ability to attract borrowers and funding partners and build trust in our capabilities is significantly
dependent on our ability to effectively evaluate borrowers’ credit profiles and manage default risks. If any
of our decision-making and scoring systems, including the algorithms, data processing and other
technologies underlying our credit assessment and risk management model, contain programming or other
errors, or are ineffective or the data provided by borrowers or third parties are incorrect or stale, our loan
pricing and approval process could be negatively affected, resulting in mispriced or misclassified loans or

incorrect approvals or denials of loans.
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In addition, if we fail to discover borrower fraud or intentional deceit, the quality of our credit
management may be compromised and we may be subject to liability under the relevant laws and
regulations. We cannot assure you that we would not be subject to liability if we fail to detect any fraudulent
behavior. If we incur such liabilities, our results of operations and financial condition could be materially
and adversely affected.

The completeness and reliability of consumer credit history information in the PRC is relatively
limited. The People’s Bank of China has developed and put into use a national personal and corporate credit
information database which remains relatively underdeveloped. The information and data we obtain
ourselves or from external parties for credit assessment and risk management purposes may be inaccurate or
incomplete. We are also unable to accurately monitor whether a prospective borrower has obtained loans
through online retail credit enablement platforms, creating the risk whereby a borrower may utilize our
credit products to pay off loans from other sources. There is also a risk that, following our access to a
borrower’s information, the borrower may have become delinquent in the payment of an outstanding
obligation, defaulted on a pre-existing debt obligation, taken on additional debt, or sustained other adverse
financial events.

In addition, various factors could affect our borrowers’ repayment ability, such as economic and other
conditions affecting our borrowers and their businesses and industries, the cash flow of individual
borrowers and the amounts and terms of the loans. If a borrower’s financial condition deteriorates after his
or her loan application is approved, we may not be able to take sufficient and effective measures in time to
prevent default on the part of the borrower. We may also be unable to monitor our borrowers’ actual use of
the loans we enabled, verify if our borrowers have other undisclosed borrowings, or detect our borrowers’
suspicious or illegal transactions, such as money laundering activities in our business, which may expose us
to financial and/or reputational damage. If we are unable to effectively maintain a reasonably low default
rate for loans we enable, our financial condition, results of operations and business prospects may be
materially and adversely affected.

Our results of operations, financial condition and prospects may be adversely affected by fair value
changes of financial assets at fair value through profit or loss and valuation uncertainty due to the use of
unobservable inputs.

As of December 31, 2020, 2021 and 2022, our financial assets at fair value through profit or loss were
RMB34.4 billion, RMB31.0 billion and RMB29.1 billion (US$4.2 billion), respectively. Our Group applied
the discounted cash flow models and other similar techniques to determine the fair value of the financial
assets at fair value through profit or loss classified as level 3 of the fair value hierarchy for financial
reporting purpose. Determining whether to classify financial instruments into level 3 of the fair value
hierarchy is generally based on the significance of the unobservable factors involved in valuation
methodologies. The fair values of these financial instruments are based on cash flow discounted using the
expected return according to management’s estimates. The estimation of these financial assets at fair value
through profit or loss primarily uses unobservable inputs, such as the estimated future cash flows and the

expected discount rate of the investment products.
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Therefore, the valuation of fair value change of financial assets at fair value through profit or loss are
subject to uncertainties in estimations. Such estimated changes in fair values involve the exercise of
professional judgment and the use of certain bases, assumptions and unobservable inputs, which, by their
nature, are subjective and uncertain. It may lead to changes in the fair value of financial assets at fair value
through profit and loss, and changes in such fair value may affect our financial performance. In addition, the
valuation methodologies may involve a significant degree of management judgment and are inherently
uncertain, which may result in material adjustment to the carrying amounts of certain liabilities and in turn
may materially and adversely affect our results of operations. As such, the financial assets at fair value
through profit or loss valuation has been, and will continue to be, subject to uncertainties in estimations,
which may not reflect the actual fair value of these financial assets and result in significant fluctuations in
profit or loss from year to year.

We incurred and may continue to incur impairment losses on our intangible assets and goodwill.

Our intangible assets consist of trademarks and licenses, computer software and others, that were
primarily acquired in business combination as part of our reorganization of the Group, recognized at fair
value at the date of acquisition and are subsequently amortized on a straight line basis. We recorded
intangible assets of RMB1.9 billion, RMB899.4 million and RMB885.1 million (US$127.3 million) as of
December 31, 2020, 2021 and 2022, respectively. Goodwill arising from acquisitions represents the excess
of the aggregate of the consideration transferred, the amount recognized for non-controlling interests and
any fair value of our previously held equity interests in the acquiree over the identifiable net assets acquired
and liabilities assumed. As of December 31, 2020, 2021 and 2022, we had goodwill of RMB9.0 billion,
RMBS8.9 billion and RMB8.9 billion (US$1.3 billion), respectively. Intangible assets and goodwill
impairment reviews are undertaken annually or more frequently if events or changes in circumstances
indicate a potential impairment. RMB64.2 million, RMB1.0 billion and RMB602.6 million (US$86.6
million) were recognized as impairment in respect of the intangible assets as of December 31, 2020, 2021
and 2022, respectively. RMB70.6 million, RMB199.3 million and RMB76.9 million (US$11.1 million)
were recognized as impairment loss in respect of the goodwill as of December 31, 2020, 2021 and 2022,
respectively. The assessment of impairment losses involves a significant degree of management judgments
as well as estimates in determining the key assumptions, and unpredictable adverse changes in the future
may also result in decreases in the value of our intangible assets and goodwill. Therefore, we cannot assure
you that these assumptions and estimates would not result in outcomes that require a material adjustment to
the carrying amounts of these intangible assets and goodwill in the future, which may in turn result in
impairment losses. Significant impairment losses on intangible assets and goodwill may have a material
adverse effect on our financial condition and results of operations, and may in turn limit our ability to obtain
financing in the future.

We may face risk regarding the recoverability of deferred tax assets.

As of December 31, 2020, 2021 and 2022, our deferred tax assets amounted to RMB3.4 billion,
RMB4.9 billion and RMB5.0 billion (US$717.5 million), respectively. Deferred tax assets are recognized to
the extent that it is probable that future taxable profit will be available against which the deductible
temporary differences can be utilized. For details of the movements of our deferred tax assets during the
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Track Record Period, please see note 22 in Appendix I to this listing document. This requires significant
judgment on the tax treatments of certain transactions and also assessment on the probability that adequate
future taxable profits will be available for the deferred tax assets to be recovered. In this context, we cannot
guarantee the recoverability or predict the movement of our deferred tax assets. In the case that the value of
the deferred tax assets has changed, we may have to write-down the deferred tax assets, which may
significantly affect our expenditure, profit and loss and financial condition in that respective year.

A severe or prolonged downturn in the Chinese or global economy could materially and adversely affect
our business and financial condition.

COVID-19 has had a severe and negative impact on the Chinese and the global economy since 2020.
Even before the outbreak of COVID-19, the global macroeconomic environment was facing numerous
challenges. The growth rate of the Chinese economy had already been slowing since 2010. There is
considerable uncertainty over the long-term effects of the expansionary monetary and fiscal policies which
had been adopted by the central banks and financial authorities of some of the world’s leading economies,
including problems that may arise from the unwinding of those policies. The Federal Reserve has signaled
its intention to raise interest rates in the United States. Recently, the Russia-Ukraine conflict has caused, and
continues to intensify, significant geopolitical tensions in Europe and across the world. This conflict and the
imposition of broad economic sanctions on Russia could raise energy prices and disrupt global markets.
Unrest, terrorist threats and the potential for war in the Middle East and elsewhere may increase market
volatility across the globe. There have also been concerns about the relationship between China and other
countries, including the surrounding Asian countries, which may potentially have economic effects. In
particular, there is significant uncertainty about the future relationship between the United States and China
with respect to trade policies, treaties, government regulations and tariffs. Economic conditions in China are
sensitive to global economic conditions, as well as changes in domestic economic and political policies and
the expected or perceived overall economic growth rate in China. In addition, SBOs as our customers are
more vulnerable to changes in macroeconomic conditions. If macroeconomic conditions deteriorate, SBOs
may be directly hit, which in turn may lead to higher default rates or decreasing borrowings. As a result, any
severe or prolonged slowdown in the global or Chinese economy may materially and adversely affect our
business, results of operations and financial condition.

A credit crisis or a prolonged downturn in the credit markets may materially and adversely impact our
reputation, business, results of operations and financial position.

Our business is subject to credit cycles associated with the volatility of the overall economy. In
particular, the operations of our business may be severely affected in a credit crisis or prolonged downturn
in the credit markets. For example, we may face increased risk of default or delinquency of borrowers,
which will result in lower returns or losses for our funding partners, credit enhancement providers and us. In
the event that the creditworthiness of our borrowers deteriorates or we cannot accurately track the
deterioration of their creditworthiness, the criteria we use for the analysis of borrower credit profiles may be
rendered inaccurate, and our risk management system may be rendered ineffective. This in turn may lead to
higher default rates and an adverse impact on our reputation, business, results of operations and financial
position as well as our ability to retain existing or attract new funding partners and credit enhancement

providers.
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In addition, a credit crisis or prolonged downturn in the credit markets might cause tightening in credit
guidelines, limited liquidity, deterioration in credit performance and increased foreclosure activities. Since
we generate a large proportion of our income from fees charged for services, a decrease in loans enabled
could cause a material decline in our income for the duration of a crisis or downturn. Funding partners and
credit enhancement providers may increase their fees when they perceive heightened credit risks, which
may have a material and adverse impact on our profitability. Moreover, a financial and credit crisis may be
coupled with or trigger a downturn in the macroeconomic environment, which could cause a general
decrease in lending and investment activities over a prolonged period of time and materially and adversely
impact the industry we operate in. If a credit crisis or prolonged downturn were to occur, particularly in
China’s credit markets, our business, financial performance and prospects may be materially and adversely
affected.

Furthermore, a credit crisis may lead to fluctuations in interest rates. If the prevailing market interest
rates rise while borrowers are unwilling to accept a corresponding increase in interest rates, funding partners
may be deterred from providing funding. Funding from trusts may be more sensitive to volatility in the
credit markets than funding from commercial banks or other financial institutions, and to the extent that we
rely on funding from trusts, we may be unable to obtain sufficient funding for loans we enable. If our
borrowers decide not to utilize our credit products because of increases in interest rates, our ability to retain
existing borrowers and attract or engage prospective borrowers as well as our competitive position may be
severely limited. We cannot assure you that we will be able to effectively manage such interest rate risk at
all times or pass on any increase in interest rates to our borrowers. If we are unable to effectively manage
such an increase, our business, profitability, results of operations and financial condition could be materially
and adversely affected. If the prevailing market interest rates decrease and we fail to adjust the interest rates
for borrowers, prospective borrowers may choose to borrow from other sources to take advantage of the
lower funding cost offered elsewhere. As a result, any fluctuation in the overall interest rate environment
may discourage borrowers from making credit applications from us or utilize their approved credit, which

may adversely affect our business.

Our transaction process may result in misunderstanding among our borrowers.

Our paperless application process is implemented primarily on our mobile apps, which involves
certain inherent risks. Our borrowers may not read the electronic agreements closely, which may result in
misunderstanding of certain terms and conditions. Furthermore, information in our product promotion
materials and on our app may result in misunderstanding among our borrowers and be deemed misleading.
Borrowers may be confused by the fee structure that is applied to their loans or allege that the fees were not
presented and explained in a transparent manner. If the government authorities or the courts determine that
information disclosed in our product promotion materials and on our app is misleading, the courts may
support the borrower’s request to rescind the agreement or determine a lower interest and service fee to be
payable by the borrower, and we may be subject to fines and penalties by the courts and government
authorities for the misleading promotion. In addition, misunderstandings may give rise to negative publicity
and complaints among our borrowers, harm our brand name and reputation and in turn hurt our ability to
retain and attract borrowers, which could have a material adverse effect on our business, financial condition

and results of operations.
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Information regarding individuals to whom we provide our financial services may not be complete, and
our ability to perform due diligence, detect borrower fraud or manage our risks may be compromised as a
result.

Our operations depend heavily on the effectiveness of our KYC (know-your-customer), KYB (know-
your-business) and other due diligence efforts. For example, we rely on our KYC and KYB data to assess
borrowers’ creditworthiness for our retail credit and enablement business. We also rely on borrowers
themselves and our internal and external data sources to conduct due diligence and verify the information
obtained. For more details, see “Business—How We Enable Our Institutional Partners—Credit Analytics—
Data.” Incomplete or inaccurate information may not only result in additional efforts and related costs, but
may also undermine the effectiveness of our KYC, KYB and other due diligence efforts. We cannot assure
you that we will uncover all material information necessary to make fully informed decisions, nor can we
assure you that our KYC and KYB will be sufficient to assess borrowers’ creditworthiness or detect fraud
committed by borrowers in all cases. In addition to the risk of default, there is a risk that ineffective KYC,
KYB and other due diligence efforts could expose us to scrutiny from regulators regarding the suitability of
borrowers for whom we enable loans. Any such failures could have a material adverse effect on our
business, financial condition, results of operations and prospects.

If our ability to collect delinquent loans is impaired, or if there is actual or perceived misconduct in our
collection efforts, our business, financial condition and results of operations might be materially and
adversely affected.

We have implemented payment and collection policies and practices work, we retain both an internal
collection team and outsource part of collection work to third parties. We cannot assure you that we will be
able to collect payments on the transactions we enable as expected. In addition, we aim to control bad debts by
utilizing and enhancing our credit assessment system rather than relying on collection efforts to maintain
healthy credit performance. As such, our collection team may not possess adequate resources or workforce to
collect payment on the loans we enabled. If we fail to adequately collect amounts owed, payments of
principals and retail credit service fees may be delayed or reduced and our results of operations will be
adversely affected. If the quality of our loan portfolio were to deteriorate as a result of ineffective collection,
our funding partners and credit enhancement providers may decide not to continue to cooperate with us. See
“—If our credit assessment and risk management model is flawed or ineffective, or if the data that we collect
for credit analysis inaccurately reflects borrowers’ creditworthiness, or if we fail or are perceived to fail to
effectively manage the default risks of loans we enable for any other reason, our business and results of
operations may be adversely affected.” If the volume of loans we enable grows in the future, we may devote
additional resources into our collection efforts. However, there can be no assurance that we would be able to
utilize such additional resources in a cost-efficient manner.

The labor intense nature of collection work also makes it susceptible to disruption during emergencies,
including during public health crises and similar events. Our collection team was not always capable of
operating at full efficiency during the COVID-19 pandemic. In addition, the PRC government may curb our
collection efforts during emergencies as a form of relief for borrowers, which may prevent us from
collecting debts in a timely fashion or at all.
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Moreover, the current regulatory regime for debt collection in the PRC remains unclear and continues
to evolve. The Notice on the Regulation and Rectification of the “Cash Loan” Business, or Circular 141,
and subsequent rules and regulations provide that no institution or third-party agency shall collect loans by
actual or threatened violence, intimidation, insult, defamation, harassment, disseminating private
information, or other ways that cause harm. The Notice on Strengthening the Supervision and Management
of Microloan Companies, issued by the CBIRC in September 2020, provides that microloan companies and
third-party loan collection agencies may not collect loans by violence, or threats of violence, or intentionally
inflicting bodily injury, or infringing upon personal freedom, or illegally occupying property, or interfering
with daily life through insults, slander, harassment, or illegal infringement on privacy, or other illegal
methods. However, there is uncertainty with respect to the definition and interpretation of the prohibited
conducts. We may also be subject to new regulations that require licenses or certain qualifications for
conducting a loan collection business. Also, we cannot assure you that our collection team or third-party
collection service providers have not engaged in or will not engage in any aggressive practices or
misconduct as part of their collection efforts. Any such historical or future misconduct by our collection
team or the third-party service providers we work with, or the perception that our collection practices are
aggressive or not compliant with the relevant laws and regulations, may result in harm to our reputation and
business, which could further reduce our ability to collect payments from borrowers, lead to decrease in the
willingness of prospective borrowers to apply for loans, as well as orders of suspension or rectification,
cancelation of qualifications or fines and penalties imposed by the relevant regulatory authorities, any of
which may have a material adverse effect on our results of operations.

We have extensive cooperation with Ping An Group in our business. If such cooperation is subject to any
change or if Ping An Group cannot continue to support us, our business, financial performance and
results of operations may be adversely affected.

We have extensive history and business relationships with Ping An Group and its related parties. Our
strategic partnership with Ping An Group has contributed to our growth significantly. We provided a
number of services, including loan account management, borrower referral service, wealth management
product enablement, technology support and other services, to Ping An Group in 2020, 2021 and 2022. Ping
An Group also provided us with technology support, payment, custodian, customer acquisition and other
services during the same periods. See “Connected Transactions.”

There can be no assurance that Ping An Group will maintain its influence over us or will continue to
support our business. If our relationship with Ping An Group or its related parties deteriorates and we are no
longer able to access Ping An Group’s or its related parties’ services or continue to provide our services to
them, we may not be able to continue certain of our business lines, which may have significant adverse
impact on our business and results of operations. If entities within Ping An Group or its related parties
which serve as our business partners and suppliers modify their fee structures or otherwise change their
cooperation model with us, our business, results of operations and financial condition may be adversely
affected. We may also face competition in a number of areas, including innovations in our businesses,
which may be replicated quickly by our competitors, including members of Ping An Group or its related
parties. Such competition may adversely affect our competitive position and business prospects.
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Our cooperation with various third parties is integral to the smooth operation of our business. If these
third parties fail to perform or provide reliable or satisfactory services, our business, financial condition
and results of operations may be materially and adversely affected.

We rely on third-party business partners and service providers, including Ping An Group, to operate
various aspects of our business. In particular, third parties provide us with funding and credit enhancement
for our SBO financial services business. Furthermore, third-party service providers maintain part of our
technology systems and we rely on third parties for secure fund management and online payment and
settlement.

Our relationships with various third parties are integral to the smooth operation of our business. Most
of our agreements with third-party service providers are non-exclusive and do not prohibit third-party
service providers from working with our competitors or from offering competing services. If our
relationships with third-party service providers deteriorate or third-party service providers decide to
terminate our respective business relationships for any reasons, such as to work with our competitors on
more exclusive or favorable terms or if they themselves become our competitors, our operation may be
disrupted. In addition, our third-party service providers may not meet the standards that we expect and
require under our agreements, and disagreements or disputes may arise between us and the third-party

service providers.

For example, our third-party credit enhancement providers may limit the credit enhancement services
available to our borrowers in the future, and regulatory authorities may limit our third-party credit
enhancement providers’ ability to provide services to us. In addition, we may be subject to the cyclical
fluctuation of the credit enhancement industry. For the most part, we rely on Ping An P&C, a member of
Ping An Group, to supply credit enhancement. Of the 76.1% of outstanding loans we enabled under our
Puhui brand as of December 31, 2022 that were guaranteed or insured by third-party credit enhancement
providers, Ping An P&C provided 70.6% of the third-party credit enhancement, while 5.5% was guaranteed
or insured by other third parties. If (i) there is a cyclical downturn in the credit enhancement industry, or
(ii) our partners cannot provide as much credit enhancement as our borrowers need, our business, financial
condition and results of operations will be adversely affected.

We rely on third-party payment channels and custodian banks in handling fund transfers and
settlements. Third-party payment agents in China are subject to oversight by the People’s Bank of China
and must comply with complex rules and regulations, licensing and examination requirements. If our third-
party payment agents or the custodian banks we collaborate with are to suspend, limit, adjust or cease their
operations or are subject to regulations or regulatory rectifications required by various regulatory
authorities, or if our relationships with our third-party payment agents deteriorate or they were to otherwise
terminate, we would need to arrange substantially similar arrangements with other third-party payment
agents. Negative publicity about our third-party payment agents or the industry in general may also
adversely affect funding partners’ or borrowers’ confidence and trust in the use of third-party payment
agents to provide payment and custodian services. In addition, our third-party payment channels or
custodian banks may fail to function effectively. If any of the foregoing were to happen, our operations
could be materially impaired and our results of operations would suffer.
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If we are unable to maintain or increase the amount of loans we enable or if we are unable to retain
existing borrowers or attract new borrowers, our business, financial condition and results of operations
will be adversely affected.

The volume of new loans we enable is one of the key metrics for our financial performance. Our total
volume of new loans grew from RMB565.0 billion in 2020 to RMB648.4 billion in 2021, then decreased to
RMB495 .4 billion (US$71.2 billion) in 2022. The success of our business depends on whether we can retain
existing borrowers and continually attract additional borrowers and funding partners.

If there are insufficient qualified loan requests, funding partners may be unable to deploy their capital
through loans we enable in a timely or efficient manner and may seek other opportunities, including those
offered by our competitors. Conversely, if there are insufficient commitments from funding partners,
borrowers may not obtain enough capital through loans we enable and may turn to other sources for their
needs.

The overall transaction volume may be affected by the following factors:

. our brand recognition and reputation;

o the cost the borrowers bear;

. the return rates offered to funding partners relative to market rates;

. the financing service fees charged;

. our efficiency in acquiring and engaging prospective borrowers;

. our ability to grow our SBO ecosystem and convert ecosystem participants to active borrowers;

. utilization of the credit we approve;

. the effectiveness of our credit assessment model and risk management system;

. our ability to secure sufficient and cost-efficient funding;
. borrowers’ experience on our mobile apps; and
. the PRC regulatory environment governing our industry and the macroeconomic environment.

In connection with the introduction of new products or in response to general economic conditions, we
may impose more stringent borrower or product provider qualifications to ensure the quality of the
transactions we enable, which may negatively affect the growth of transactions we enable.

If any of our current borrower acquisition channels becomes less effective, or any of our borrower

acquisition channel partners are no longer able or willing to continue to work with us for regulatory or other
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reasons, or we are otherwise unable to continue to use any of these channels, or we are not successful in
using new channels, we may not be able to attract new borrowers and funding partners in a cost-effective
manner or convert potential borrowers into active borrowers, and may lose our existing borrowers to our
competitors. If any of the above occurs, we may be unable to increase our loan transaction volume and
income as we expect, and our business and results of operations may be adversely affected.

The retail credit and enablement service fees we charge may decline in the future due to factors beyond
our control and any material decrease in such service fees could harm our business, financial condition
and results of operations.

We generate a significant part of our income from service fees we charge. In 2022, retail credit and
enablement service fees accounted for 49.2% of our total income. Any material decrease in our retail
credit and enablement service fees would have a substantial impact on our income and profitability. For
example, our borrowers’ repayment behaviors and early repayment options affect the effective tenors of the
loans we enable. Borrowers’ early repayments of loans reduce the number of months that our retail
credit and enablement service fees or interest income can be recognized and thus affect the total amount of
our fees and interest income in absolute terms. In the event that the amount of retail credit and enablement
service fees we charge for loans we enabled decrease significantly in the future and we are not able to

reduce our costs and expenses, our business, financial condition and results of operations will be harmed.

The level of retail credit and enablement service fees we charge may be affected by a variety of
factors, including our borrowers’ creditworthiness, the competitive landscape of our industry, the
availability of funding and existing or new regulatory requirements. Our retail credit and enablement service
fees may also be affected by changes in product and service mix and changes to our borrower engagement
initiatives. Our competitors may offer more attractive fees, which may require us to reduce our retail
credit and enablement service fees to compete effectively. Furthermore, as our borrowers establish their
credit profile over time, they may qualify for and develop other consumer financing solutions with lower
fees, including those offered by traditional financial institutions. In addition, our retail credit and
enablement service fees are sensitive to many macroeconomic factors that are beyond our control, such as
inflation, recession, the performance of credit markets, global economic disruptions, unemployment and
fiscal and monetary policies. If the service fees we charge decrease significantly due to factors beyond our
control, our business, financial condition and results of operations will be materially and adversely affected.

Failure to comply with existing or future laws and regulations related to data protection, data security,
cybersecurity or personal information protection could lead to liabilities, administrative penalties or other
regulatory actions, which could negatively affect our operating results and business.

The regulatory framework for the collection, use, safeguarding, sharing, transfer and other processing of
data and personal information worldwide is rapidly evolving and is likely to remain uncertain for the
foreseeable future. Regulatory authorities in virtually every jurisdiction in which we operate have implemented
and are considering a number of legislative and regulatory proposals concerning data protection.

In recent years, the PRC government has tightened the regulation of the storage, sharing, use,
disclosure and protection of personal data and user data, particularly personal data obtained through
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individuals’ use of websites and online services. Relevant PRC laws and regulations require internet service
providers and other network operators to clearly state the authorized purpose, methods and scope of the
collection and usage of personal data and obtain the consent of users for the processing of this personal data,
as well as to establish user information protection systems with remedial measures. The Cybersecurity Law
became effective in June 2017 and requires network operators to follow the principles of legitimacy in
collecting and using personal information. On June 10, 2021, the Standing Committee of the National
People’s Congress of the PRC ("% A R ALFIE 2 A\ RACE K & HZ B ) published the Data Security
Law of the People’s Republic of China, which took effect on September 1, 2021. The Data Security Law
provides a national data security review system, under which data processing activities that affect or may
affect national security shall be reviewed, and prohibits any individual or entity in China from providing
data stored in China to foreign judicial or law enforcement departments without the approval of competent
authorities in China. Moreover, on August 20, 2021, the Standing Committee of the National People’s
Congress of the PRC (H#E NRIEMELEANRRFRGHHZEE) issued the Personal Information
Protection Law ( {3 AN RILAE M (S Ef-##7%) ), which took effect on November 1, 2021, which
further details the general rules and principles on personal information processing and further increases the
potential liability of personal information processor.

On November 14, 2021, the CAC, published the Regulations on Cyber Data Security Management
(Draft for Comments) ( HHA&EE %28 FRGI(BCR S M) ), or the Draft Regulations on Cyber Data
Security Management, which specifies that a data processor who seeks to list in Hong Kong, which affects
or may affect the national security, should apply for cybersecurity review. As of the Latest Practicable Date,
the draft measures have not yet promulgated into law. Therefore, as advised by our PRC Legal Adviser, as
of the Latest Practicable Date, we were not required to apply for the cybersecurity review in accordance
with the Draft Regulations on Cyber Data Security Management. On December 28, 2021, the CAC and
twelve other government authorities published a new version of the Cybersecurity Review Measures, which
replaced the Cybersecurity Review Measures published in 2020 and became effective on February 15, 2022.
In accordance with the Cybersecurity Review Measures, (i) critical information infrastructure operators that
intend to purchase internet products and services and online platform operators engaging in data processing
activities, which affects or may affect national security, and (ii) a network platform operator that processes
the personal information of more than one million users and intends for “foreign listing,” must be subject to
cybersecurity review. As advised by our PRC Legal Adviser, although several PRC laws and regulations
have provided the definition of “critical information infrastructure,” the exact scope of “critical information
infrastructure operators” under the current regulatory regime remains unclear, and the identification of any
specific critical information infrastructure is subject to industry-specific identification rules promulgated by
relevant regulators and the notice from the relevant regulators. Additionally, the Cybersecurity Review
Measures also grant the CAC and other competent authorities the right to initiate a cybersecurity review
without application, if any member organization of the cybersecurity review mechanism has reason to
believe any internet products, services or data processing activities affect or may affect national security.
The Cybersecurity Review Measures further elaborate the factors to be considered when assessing the
national security risks, including, among others, (i) the risk of core data, important data, or a large amount
of personal information being stolen, leaked, destroyed, and illegally used or illegally transferred abroad,
and (ii) the risk of critical information infrastructure, core data, important data, or a large amount of
personal information being affected, controlled, or maliciously used by foreign governments and the risk of
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cyber information security due to the listing. The PRC government authorities may have wide discretion in
the interpretation of “affect or may affect national security”. If any of our business are deemed to “affect or
may affect national security”, we may be subject to cybersecurity review. The Cybersecurity Review
Measures provide no further explanation or interpretation. According to mainstream opinions, “foreign
listing” does not include “listing in Hong Kong”.

Furthermore, on December 13, 2022, the MIIT released the Administrative Measures for Data
Security in Industry and Information Technology Sectors (Trial) ( € T2&H1{5 51k SA sk i 4 24 P e ik Gk
1T)> ), or the Data Security Measures, which came into effect on January 1, 2023. The measures apply to
data management in certain industries, including telecommunication sectors, where certain data we process
is generated from. The Data Security Measures set out three categories of data: ordinary data, important data
and core data. The processing of important data and core data is subject to certain filing and reporting
obligations. Since the categories of important data and core data have not been released, it is uncertain how
the measures will be interpreted and implemented. We have sorted and cataloged data we process and will

take further measures as required.

On July 7, 2022, the CAC promulgated the Measures on Security Assessment of Outbound Data
Transfer ( CEE H5E % 25 ), or the Measures on Security Assessment of Outbound Data Transfer,
effective September 1, 2022. These measures shall apply to the security assessment of the provision of
important data and personal information collected and generated by data processors in the course of their
operations within the territory of the PRC by such data processors to overseas recipients, or the outbound
data transfer. Where there are other provisions in laws and administrative regulations, such other provisions
shall prevail. These Measures specify that an outbound data transfer by a data processor that falls under any
of the following circumstances, the data processor shall apply to the CAC for the security assessment via
the local provincial-level cyberspace administration authority: (i) outbound transfer of important data by a
data processor; (ii) outbound transfer of personal information by a critical information infrastructure
operator or a personal information processor who has processed the personal information of more than
1,000,000 people; (iii) outbound transfer of personal information by a personal information processor who
has made outbound transfers of the personal information of 100,000 people cumulatively or the sensitive
personal information of 10,000 people cumulatively since January 1 of the previous year; or (iv) other
circumstances where an application for the security assessment of an outbound data transfer is required as
prescribed by the CAC. There is no outbound data transfer involved during our daily business operations.

On February 22, 2023, the Cyberspace Administration of China issued the Measures for Standard
Contract for Outbound Data Transfer of Personal Information ( {ffil Af& & A HE A 7] ##id:) ), which will
come into effect on June 1, 2023. The measures provide a transitional period of six months from the
effective date for companies to take necessary measures to comply with the requirements. According to the
measures, in the cases where a personal information processor provides personal information abroad by
concluding a standard contract, the contract should be concluded in strict compliance with the form
Standard Contract, which is attached as an annex to the measures. The measures further provide that
personal information processors may agree on other terms with overseas recipients, but they should not
conflict with the Standard Contract. According to the measures, the personal information processor should
within ten working days from the effective date of the standard contract, file with the local provincial
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network information department and submit the standard contract and personal information protection

impact assessment report for record.

The relevant regulatory authorities in China continue to monitor websites and apps in relation to the
protection of personal information and data, privacy and information security, and may impose additional
requirements from time to time. There are uncertainties as to the interpretation and application of laws in
one jurisdiction which may be interpreted and applied in a manner inconsistent to another jurisdiction and
may conflict with our current policies and practices or require changes to the features of our system. As a
result, we cannot assure that our existing user information protection system and technical measures will be
considered sufficient under all applicable laws and regulations. If we are unable to address any information
protection concerns, any compromise of security that results unauthorized disclosure or transfer of personal
data, or to comply with the then applicable laws and regulations, we may incur additional costs and liability
and result in governmental enforcement actions, litigation, fines and penalties or adverse publicity and could
cause our borrowers and institutional partners to lose trust in us, which could have a material adverse effect
on our business, results of operations, financial condition and prospects.

We collect, process and store significant amounts of personal information and data concerning our
borrowers and investors, as well as personal information and data pertaining to our business partners and
employees. Compliance with applicable personal data and data security laws and regulations is a rigorous
and time-intensive process. As global data protection laws and regulations increase in number and
complexity, we cannot assure you that our data protection systems will be considered sufficient under all
applicable laws and regulations due to factors including the uncertainty of the interpretation and
implementation of these laws and regulations. Furthermore, we cannot assure you that the information we
receive from our third-party data partners are obtained and transmitted to us in full compliance with relevant
laws and regulations. Moreover, there could be new laws, regulations or industry standards that require us to
change our business practices and privacy policies, and we may also be required to put in place additional
mechanisms ensuring compliance with new data protection laws, all of which may increase our costs and
materially harm our business, prospects, financial condition and results of operations. We will actively
monitor future regulatory and policy changes to ensure strict compliance with all then applicable laws and
regulations. However, as the regulatory authorities have wide discretion on the interpretation and
implementation of the applicable laws and regulations, we cannot assure you that the regulatory authorities
will form the similar opinions as ours. Any failure or perceived failure by us to comply with applicable laws
and regulations could result in reputational damage or proceedings or actions against us by governmental
entities, individuals or others. These proceedings or actions could subject us to significant civil or criminal
penalties and negative publicity, result in the delayed or halted processing of personal data that we need to
undertake to carry on our business, as well as the forced transfer or confiscation of certain personal data.
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Misconduct and errors by our employees and our third-party business partners and service providers
could subject us to liability and harm our business and reputation.

We operate in an industry in which integrity and the confidence of our borrowers and institutional
partners are of critical importance. During our daily operations, we are subject to the risk of errors,
misconduct and illegal activities by our employees and third-party business partners and service providers,
including:

. engaging in misrepresentation or fraudulent activities when marketing our products or

performing our services to borrowers;

. improperly acquiring, using or disclosing confidential information of our borrowers or other
parties;

. failing to report conflicts of interest accurately or timely;
. concealing unauthorized or unsuccessful illegal activities; or

. otherwise not complying with applicable laws and regulations or our internal policies or
procedures.

We have used and continue to use of third-party sales channels for some of the products we enable.
Our ability to supervise third parties is limited. If third-party sales agents misrepresent the terms and
conditions of the loans we enable or the risks of the wealth management products we enable, customers may
be unable to repay their loans or they may lose money on their investments. If customers seek to hold us
responsible through the courts, the government or the media, we may incur legal liability, we may be
required to indemnify customers for their losses and our reputation may be damaged.

Errors, misconduct and illegal activities by our employees, or even unsubstantiated allegations of
them, could result in a material adverse effect on our reputation and our business. It is not always possible
to identify and deter misconduct or errors by employees or third-party partners, and the precautions we take
to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or
losses. If any of our employees engages in misrepresentation, illegal or suspicious activities or other
misconduct, we could suffer economic losses and may be subject to regulatory sanctions and significant
legal liability, and our financial condition, customer relationships and our ability to attract new customers
may be adversely affected as a result. If any sanction was imposed against an employee during his
employment with us, even for matters unrelated to us, we may be subject to negative publicity which could
adversely affect our brand, public image and reputation, as well as potential challenges, suspicions,
investigations or alleged claims against us. We could also be perceived to have enabled or participated in
the misrepresentation, illegal activities or misconduct, and therefore be subject to civil or criminal liability.
See “—Fraudulent activities on our mobile apps could negatively impact our operating results, brand and
reputation and cause the use of our retail credit and enablement products and services to decrease.” In
addition, if any third-party business partners or service providers become unable to continue to provide
services to us or cooperate with us as a result of regulatory actions, our business, results of operations and
financial condition may also be materially and adversely affected.
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We and our directors, management and employees have been and may continue to be subject to
complaints, claims, controversies, regulatory actions, arbitration and legal proceedings, which could
have a material adverse effect on our results of operations, financial condition, liquidity, cash flows and
reputation.

We and our directors, management and employees have been and may continue to be subject to or
involved in various complaints, claims, controversies, regulatory actions, arbitration, and legal proceedings.
Complaints, claims, arbitration, lawsuits and litigations are subject to inherent uncertainties, and we are
uncertain whether the foregoing claims would develop into lawsuits or regulatory penalties and other
disciplinary actions. Lawsuits, litigations, arbitration and regulatory actions may cause us to incur
substantial costs or fines, utilize a significant portion of our resources and divert management’s attention
from our day-to-day operations, or materially modify or suspend our business operations, any of which
could materially and adversely affect our financial condition, results of operations and business prospects. A
significant judgment or regulatory action against us or a material disruption in our business arising from
adverse adjudications in proceedings against our directors, officers or employees would have a material
adverse effect on our liquidity, business, financial condition, results of operations, reputation and prospects.

Defending litigation or other claims against us is costly and can impose a significant burden on our
management and employees, and there can be no assurances that favorable final outcomes will be obtained
in all cases. For example, we may not have kept sufficient or complete record to defend ourselves against
potential claims from borrowers or investors who used our services. Such claims may result in liability and
harm our reputation. In addition, there can be no assurance that we will be successful in the claims we
pursue against delinquent borrowers or other parties. Any resulting liability, losses or expenses, or changes
required to our businesses to reduce the risk of future liability, may have a material adverse effect on our
business, financial condition and prospects. There remain uncertainties in the interpretation of PRC laws in
different jurisdictions, and an adverse outcome of a single claim against us in one jurisdiction regarding our
business practices may result in significant negative publicity and heightened scrutiny by regulators and
courts of our business and operations across the country, or potential penalties or other regulatory actions
against us. Any of such outcomes may cause significant disruptions to our operations and materially and
adversely affect our results of operations and financial condition.

We may be subject to claims under consumer protection laws and regulations.

The PRC government, media outlets and public advocacy groups have been increasingly focused on
consumer protection, especially on financial consumer protection, in recent years. On November 21, 2020,
the Inspection Office of General Office of the State Council and the General Office of the CBIRC issued a
public announcement regarding non-compliance by certain banks and financial institutions that increased
the financing cost of small and micro business owners. The announcement said that loan products offered to
small and micro business owners by a certain bank and enabled by Puhui, as a cooperative institution, had
been compulsorily bundled with insurance products and a high rate of service fees had been charged,
resulting in increasing comprehensive financing costs to the borrowers. We modified our cooperation model
with banks such that loan products issued by such institutions that we enable provide several options of
insurance companies for borrowers to choose from. Nevertheless, any customer complaints, negative media
coverage and claims or litigations as a result of alleged violation of consumer protection laws and
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regulations may materially harm our reputation and have an adverse impact on our business, results of
operations and financial condition. See “Regulatory Overview—Regulations Relating to the Protection of

Consumers Rights and Interests.”

If the products and services we offer do not maintain or achieve sufficient market acceptance, or if we
are unable to effectively manage complaints and claims against us, our financial results and competitive
position will be harmed.

We have devoted significant resources to, and will continue to put an emphasis on, upgrading and
marketing the existing financial services products available on our mobile apps and our services as well as
enhancing their market awareness. We also incur expenses and expend resources to develop and market
new products and services that incorporate additional features, improve functionality or otherwise make our
mobile apps more attractive to borrowers and funding providers. Nevertheless, products and services we
offer may fail to attain sufficient market acceptance for many reasons, including:

. users may not find the terms of retail credit products we offer competitive or appealing;

. we may fail to predict market demand accurately and provide products and services that meet

this demand in a timely fashion;

. borrowers and funding partners using our mobile apps may not like, find useful or agree with the

changes we adopt from time to time;
. there may be defects, errors or failures on our mobile apps;

. there may be negative publicity, including baseless or ill-intentioned negative publicity, about
the products or services available on our mobile apps, or the performance or effectiveness of our

mobile apps; and
. regulations or rules applicable to us may constrain our operations and growth.

We launched a new small business owner value-added services platform in November 2022 to foster
the growth of an SBO ecosystem, and we have begun to bring in additional service providers to give SBOs
access to broader offerings beyond financial products. These include a forum for information exchange,
social networking and a suite of digital SaaS solutions. Our goal is to provide SBOs the necessary
connectivity and tools for more effective customer acquisition, easier transaction making and overall
improved efficiency. There is no assurance that SBOs will find these products, services and solutions
attractive or that the SBO ecosystem will contribute to our ability to acquire borrowers or improve our

financial performance.

In addition, we have been subject to and may continue to face borrower and investor complaints,
negative media coverage and claims or litigation. Large-scale complaints and negative publicity about us
could materially harm acceptance of the products and services on our mobile apps. Short sellers may
publish, circulate or otherwise amplify negative publicity about us in order to drive down the market value
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of our ADSs and Shares and profit from their short positions. Any complaint or claim, with or without
merit, could be time-consuming and costly to investigate or defend, and may divert our management’s and
employees’ time and attention, draw scrutiny, penalties or other disciplinary actions from regulatory bodies
and materially harm our reputation. See “—We and our directors, management and employees have been
and may continue to be subject to complaints, claims, controversies, regulatory actions, arbitration and legal
proceedings, which could have a material adverse effect on our results of operations, financial condition,
liquidity, cash flows and reputation” and “—Our business, financial condition, results of operations and
prospects may be adversely affected as a result of any failure to protect or promote our brand and
reputation, or negative media coverage of our industry or our principal shareholders.” In such events, our
competitive position, results of operations and financial condition could be materially and adversely
affected.

We are subject to risks related to our investment advisory business.

Some of our consolidated entities have conducted an investment advisory-related business in mainland
China and in Hong Kong, and we may be required to indemnify clients to whom we provide investment
advisory services in events of breach of contract or default by other parties to the investment agreements as
a result of our contractual obligations. If such events occur, our business, results of operations and financial
condition may be materially and adversely affected.

We face competition in the SBO financial services industry.

The SBO financial services industry in China is becoming increasingly competitive. We compete
primarily with non-traditional financial service providers such as MYbank, WeBank, Du Xiaoman Financial
and JD Technology and with traditional financial institutions, such as traditional banks, which are focused on
retail and SMB lending. Many non-traditional financial service providers trace their origins back to services
offered by a technology company, so they tend to compete with us in segments of the market that are more
amenable to purely technological solutions and do not necessarily require strong financial expertise. Banks
may compete with us as lenders or cooperate with us as funding partners. The PRC government is encouraging
banks to increase their lending to the small business sector, which may cause them to pay more attention to the
kinds of borrowers that we target than they have in the past. In addition, decreases in the maximum APR that
can be charged to borrowers and our own increasing focus on high-quality borrowers to maintain credit quality
may also cause our target borrowers to overlap more with those that banks have targeted in the past. Some of
our larger competitors have significant financial resources to support heavy spending on sales and marketing
and to provide more services to customers. We believe that our ability to compete effectively for borrowers
depends on many factors, including the variety of our products, user experience on our mobile apps,
effectiveness of our risk management, our partnership with third parties, our marketing and selling efforts and
the strength and reputation of our brand. Furthermore, as our business continues to grow rapidly, we face
significant competition for highly skilled personnel. The success of our growth strategy depends in part on our
ability to retain existing personnel and add additional highly skilled employees. Failure to compete effectively
in our industry can lead to reduced income and market recognition, and result in material and adverse impact

on our business, financial condition and results of operations.
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As we continue to expand our business, we may enter into new business lines and offer new products or
services. Development and innovation in our business may expose us to new challenges and risks,
including regulation or supervision of regulatory authorities.

We may expand into new business lines as we continue to grow and offer new products and services
to our customers in the future. The entry into new areas of business and introduction of new products and
services may have inherent and unforeseeable risks and may bring the attention of regulatory authorities.
Regulatory measures may impede the conduct of our new businesses and render future innovation
unsuccessful. New business operations, products and services also require significant expense and resources
to attract and acquire customers, and they may fail to gain market acceptance for a variety of reasons:

. our estimate of market demand may not be accurate so that we may not be able to launch
products and services that align with and meet specific market demand, or there may not be
sufficient market demand for our new business operations;

. changes on our mobile apps, including the introduction of new services and mobile app
functions, may not be favorably accepted by existing users;

. we may fail to properly assess creditworthiness of new borrowers, or accurately price new loan
products;

. negative publicity or news about our existing products and services may dissuade customers
from trying new products and services;

. we may experience delays in launching the new business operations or loan and investment
products or services; and

. our competitors may offer products and services that are more attractive.

If our current or future products and services are not sufficiently attractive to our customers, become
obsolete or fail to satisfy the demands of borrowers, we may be unable to successfully compete. Our market
share may decline, and our business, financial condition and results of operations will be materially
affected.

Fraudulent activities on our mobile apps could negatively impact our operating results, brand and
reputation and cause the use of our retail credit and enablement products and services to decrease.

We are subject to risks associated with fraudulent activities on our mobile apps as well as risks
associated with handling borrower and client information. Our resources, technologies and fraud detection
tools may be insufficient to accurately detect and prevent fraud. Fraudulent information such as fake
identification information and fraudulent credit card transaction records and statements could compromise
the accuracy of our credit analysis and adversely affect the effectiveness of our control over our delinquency
rates. See “—If our credit assessment and risk management model is flawed or ineffective, or if the data that
we collect for credit analysis inaccurately reflects borrowers’ creditworthiness, or if we fail or are perceived
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to fail to effectively manage the default risks of loans we enable for any other reason, our business and
results of operations may be adversely affected.” Third parties and our employees may also engage in
fraudulent activities, such as conducting organized fraud schemes and fraudulently inducing funding
partners to lend. In addition, a significant increase in high profile fraudulent activities could negatively
impact our brand name and reputation, discourage funding partners and borrowers from extending credit on
or using our mobile apps, lead to regulatory intervention, significantly divert our management’s attention
and cause us to incur additional expenses and costs. If any of the foregoing were to occur, our business,

results of operations and financial condition could be materially and adversely affected.

If we fail to protect our mobile apps or the confidential information of our borrowers, whether due to
cyber-attacks, computer viruses, physical or electronic break-in, breaches by employees and third parties
or other reasons, we may be subject to liabilities imposed by relevant laws and regulations, and our
reputation and business may be materially and adversely affected.

Our computer system and data storage facilities, the networks we use, the networks of other third
parties with whom we interact, are potentially vulnerable to physical or electronic computer break-ins,
viruses and similar disruptive problems or security breaches. A party that is able to circumvent our security
measures could misappropriate proprietary information or customer information, jeopardize the confidential
nature of the information we transmit over the internet and mobile network or cause interruptions in our
operations. We or our service providers may be required to invest significant resources to protect against the

threat of security breaches or to alleviate problems caused by any breaches.

In addition, we collect, store and process certain personal and other sensitive data concerning our
borrowers and investors, which makes us a potentially vulnerable target to cyber-attacks, computer viruses,
physical or electronic break-ins or similar disruptions, some of which could breach our security measures.
Because the techniques used to sabotage or obtain unauthorized access to systems change frequently and
generally are not recognized until they are launched against a target, we may not be able to anticipate these
techniques or implement adequate preventative measures. Any accidental or willful security breaches or
other unauthorized access to our system could cause confidential information to be stolen and used for
criminal purposes. Security breaches or unauthorized access to or sharing of confidential information could
also expose us to liability related to the loss of the information, time-consuming and expensive litigation
and negative publicity. In addition, leakages of confidential information may be caused by third-party
service providers or business partners. If security measures are breached because of third-party action,
employee misconduct or error, failure in information security management, malfeasance or otherwise, or if
design flaws in our technology infrastructure are exposed and exploited, our relationships with borrowers
and institutional partners could be severely damaged, we may become susceptible to future claims if our
borrowers and institutional partners suffer damages, and could incur significant liability, and our business

and operations could be adversely affected.

We are subject to governmental regulation and other legal obligations related to the protection of
personal data, privacy and information security in the regions where we do business, and there has been and
may continue to be a significant increase in such laws that restrict or control the use of personal data. See

“—Failure to comply with existing or future laws and regulations related to data protection, data security,
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cybersecurity or personal information protection could lead to liabilities, administrative penalties or other
regulatory actions, which could negatively affect our operating results and business.”

Any failure to obtain, renew or retain requisite approvals, licenses or permits applicable to our
enablement of wealth management products may have a material adverse effect on our business,
financial condition and results of operations.

The internet-related laws and regulations issued by PRC government are relatively new and evolving,
and their interpretation and enforcement involve significant uncertainties. As a result, in certain
circumstances it may be difficult to determine what actions or omissions may be deemed to be in violation
of applicable laws and regulations. Currently, there has been no specific regulation pertaining to the
requisite approvals, licenses or permits applicable to a mobile app like Lufax App. However, new laws,
rules, regulations, measures, policies or interpretations may arise from time to time in the future. We may be
required to obtain various approvals, licenses and permits from different regulatory authorities in order to
offer certain categories of our wealth management products online.

Due to the complexities, uncertainties and frequent changes in laws, rules, regulations and their
interpretation and implementation, we may not always be able to obtain all the applicable approvals,
licenses and permits, and we may be penalized by governmental authorities for facilitating products or
providing services without proper approvals, licenses or permits. For example, we cannot assure you that
we will not be required to obtain any additional value-added telecommunications services covering internet
information services, or ICP license, or additional license for value-added telecommunications services
covering online data processing and transaction processing business, or EDI license, for our current wealth
management business operations. Moreover, as we continue to increase the product and service selection on
our mobile apps, we may also become subject to new or existing laws and regulations that did not affect us
in the past. Failure to obtain, renew, or retain requisite licenses, permits or approvals may adversely affect
our ability to conduct or expand our business.

In addition, we have upgraded and moved our wealth management investors’ balances from our
system, which we offered as an add-on service to streamline our investors’ subscription process at their
consent, to bank accounts with a commercial bank for substantially all of our active investors. With this new
service, our investors can use their bank account balances to directly purchase wealth management products
displayed on our mobile apps. However, our historical practice of allowing our investors to top-up and
transfer their balances on our system to purchase wealth management products and withdraw the funds to
their bank accounts may be deemed to be engaging in payment services without having obtained the
required licenses in violation of Administrative Measures for the Payment Services Provided by
Non-financial Institutions and the Notice of the General Office of the People’s Bank of China on Further
Strengthening the Disciplinary Action against Unlicensed Transaction of Payment Business. Thus, we
cannot be certain that the measures or the circular will not apply or that our past practices would not be
deemed to violate any existing or future laws, regulations and rules or subject us to regulatory penalties.
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The wealth management products displayed on our mobile apps involve various risks, and failure to
identify or fully appreciate such risks will negatively affect our reputation, client relationships,
operations and prospects.

We display a broad variety of wealth management products on our mobile apps, including asset
management plans, mutual funds, private investment funds and trust products, among others. These
products often have complex structures and involve various risks, including default risk, interest rate risk,
liquidity risk and other risks. In addition, third parties we collaborate with might be confronted with
liquidity risks, which may expose our investors to the liquidity risks in the products we display on our
mobile apps. Moreover, the wealth management products available on our mobile apps are also subject to
systematic risk and market volatility, which may reduce the value of the investments of our investors
regardless of the performance or profitability of the businesses underlying such investment products.

Neither the principal nor the return of the wealth management products available on our mobile apps
is guaranteed by us. Nevertheless, our investors may attempt to hold us responsible for their losses, which
could harm our reputation and result in reduced traffic to our mobile apps. Furthermore, we may face
pressure from regulatory authorities to share losses incurred by our investors in order to maintain social
harmony and financial market stability, which can have a material and adverse impact on our business,
results of operations and financial condition.

In addition, our suitability management and transparent disclosure policies and procedures may not be
fully effective in mitigating suitability-related risks in all scenarios. If we or our customer service personnel
are found to have engaged in suitability-related misconduct, we may be held responsible when our investors
incur losses, and our reputation, client relationships, business and prospects will be materially and adversely
affected. For more details on risks relating to our product risk management, see “—Information regarding
individuals to whom we provide our financial services may not be complete, and our ability to perform due
diligence, detect borrower fraud or manage our risks may be compromised as a result.”

Our business, financial condition, results of operations and prospects may be adversely affected as a
result of any failure to protect or promote our brand and reputation, or negative media coverage of our
industry or our principal shareholders.

Our reputation and brand recognition plays an important role in earning and maintaining the trust and
confidence of our existing and potential borrowers and institutional partners. Our reputation and brand are
vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to
remediate. Regulatory inquiries or investigations, lawsuits initiated by borrowers, users or other third
parties, employee misconduct, and perceptions of conflicts of interest and rumors, among other things,
could substantially damage our reputation, even if they are baseless or satisfactorily addressed. In addition,
any perception that the quality of products and services available on our mobile apps may not be the same
as or better than those available elsewhere can also damage our reputation. Moreover, any negative media
publicity about the financial services industry in general or product or service quality problems of others in
our industry, including our competitors, may also negatively impact our reputation and brand. In addition,
Ping An Group, one of our principal shareholders, may from time to time be subject to negative media
coverage. If we are unable to maintain a good reputation or further enhance our brand recognition, our
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ability to attract and retain users, customers, third-party partners and key employees could be harmed and,
as a result, our business and income would be materially and adversely affected.

Ping An Insurance has considerable influence over us and our affairs and strategy and some of their
interests may not be aligned with the interests of our other Shareholders.

Ping An Insurance is one of our principal shareholders. As of the Latest Practicable Date, the total of
all the Shares beneficially owned by Ping An Insurance, through An Ke Technology and Ping An Overseas
Holdings, is approximately 41.4% of our issued and outstanding Shares. As a result, Ping An Insurance
exerts considerable influence on our Board and management. They will continue to have considerable
influence over our corporate affairs, including significant corporate actions such as mergers, consolidations,

election of Directors and amending our constitutional documents.

When exercising its rights as our Shareholder, Ping An Insurance may take into account not only the
interests of the Company and our other Shareholders but also its own interests, the interests of its
shareholders and the interests of its other affiliates. The interests of the Company and our other shareholders
may conflict with the interests of Ping An Insurance and its Shareholders and other affiliates. These types of
conflicts may result in our losing business opportunities, including opportunities to enter into lines of
business that may directly or indirectly compete with those pursued by Ping An Insurance or the companies
within its ecosystem, and will limit your ability to influence corporate matters and may discourage, delay or
prevent potential merger, takeover or other change of control transactions, which could have the effect of
depriving holders of our Shares or ADSs of the opportunity to sell their Shares or ADSs at a premium over

the prevailing market price.

Our shareholding structure is subject to further change, which could dilute the interests of existing
shareholders or have a material adverse effect on our share price, our ability to raise funds and our
Sfunding costs.

On September 30, 2020, we issued Automatically Convertible Notes and Optionally Convertible
Notes in a total principal amount of US$1,361,925,000 to certain holders of our Class C ordinary shares, in
exchange for a total of 45,287,111 Class C ordinary shares held by them. The Automatically Convertible
Notes were converted into 7,566,665 ordinary shares upon the closing of our initial public offering in the
United States in November 2020. Taking into account the dividend announced on March 13, 2023, the
Optionally Convertible Notes can be converted into an aggregate of 44,495,717 ordinary shares up to the
Latest Practicable Date. For further details of Automatically Convertible Notes and Optionally Convertible
Notes, see “History and Corporate Structure—Major Shareholding Changes of the Company and Our
Principal Subsidiaries—Shareholding changes of the Company—C-Round Restructuring Convertible
Notes.” In October 2015, in connection with our acquisition of the retail credit and enablement business
from Ping An Insurance, we issued Ping An Convertible Promissory Notes in a total principal amount of
US$1,953.8 million to Ping An Overseas Holdings, and subsequently Ping An Overseas Holdings agreed to
transfer US$937.8 million of the outstanding principal amount of the Ping An Convertible Promissory
Notes and all rights, benefits and interests attached thereunder to An Ke Technology. In December 2022,
the Company, Ping An Overseas Holdings and An Ke Technology entered into an amendment and
supplemental agreement to amend the terms of the Ping An Convertible Promissory Notes, pursuant to
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which the Company agreed to redeem 50% of the outstanding principal amount of the Ping An Convertible
Promissory Notes from Ping An Overseas Holdings and An Ke Technology, and the remaining outstanding
principal amount of the Ping An Convertible Promissory Notes can be converted into the Shares at any time
from April 30, 2026 until the date which is five business days before (and excluding) October 8, 2026, at an
initial conversion price of US$14.8869 per ordinary share subject to certain adjustments as set forth in each
of the Ping An Convertible Promissory Notes. For further details of Ping An Convertible Promissory Notes,
see “History and Corporate Structure—Major Shareholding Changes of the Company and Our Principal
Subsidiaries—Shareholding changes of the Company—Convertible Promissory Notes Issued to Ping An
Overseas Holdings and An Ke Technology.” As of the Latest Practicable Date, options to purchase a total of
14,226,039 ordinary shares and performance share units to receive a total of 2,271,573 ordinary shares are
outstanding under the Share Incentive Plans. In the event that the conversion of the Optionally Convertible
Notes, the conversion of the Ping An Convertible Promissory Notes, exercise of the outstanding options or
the vesting of performance share units happens, our shareholding structure may change and the

shareholding percentage of our existing Shareholders and investors will be diluted.

Further, the CBIRC promulgated the Measures for the Supervision and Administration of Insurance
Group Companies on November 24, 2021 to strengthen the supervision and management of insurance
companies. The measures restated that an insurance group company cannot hold a more than 25%
shareholding in a non-financial enterprise or have a material influence in a non-financial enterprise, with
certain exceptions. Ping An Insurance is one of our principal shareholders. As of the Latest Practicable
Date, the total of all the Shares beneficially owned by Ping An Insurance, through An Ke Technology and
Ping An Overseas Holdings, is approximately 41.4% of our issued and outstanding Shares. As the measures
are relatively new, there are still uncertainties regarding its interpretation and implementation. If the
government authorities determine that we are a non-financial enterprise, Ping An Insurance may need to
adjust its shareholding percentage in our company. In the event that Ping An Insurance ceases to be our
Controlling Shareholder, we believe that the Group can continue to maintain its collaborative relationship
with Ping An Group on an on-going basis as our business and the business of Ping An Insurance are
complementary and our business cooperation with Ping An Group is mutually beneficial. Through such
cooperations, Ping An Group will continue to benefit from the revenue generated from the service fees
charged for the provision of credit enhancement services to the borrowers we enable and the fees charged
for the provisions of other services and products to us as disclosed in the section headed “Connected
Transactions”. In addition, Ping An Group will also continue to benefit from the services and products we
provide to them as disclosed in the section headed “Connected Transactions”. However, change in Ping An
Insurance’s shareholding in our company could have a material adverse effect on our share price, our ability

to raise funds and our funding costs.

We may be subject to risks due to the business conducted by our microloan subsidiaries prior to 2021.

Our three microloan subsidiaries stopped funding new loans in December 2020 in response to
regulatory changes in China. We canceled the microloan business license held by our Shenzhen and Hunan
microloan subsidiaries in May 2022 and April 2022, respectively, and we completed the de-registration of
our Hunan microloan subsidiary at local Administration of Market Regulation in December 2022. Shenzhen
microloan subsidiary is currently in the process of de-registration, which is estimated to be completed by the
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end of April 2023. Our application to change the business scope of our Chongqing microloan subsidiary to
offline microloans has been approved. Our microloan subsidiaries had never been engaged in any peer-to-
peer lending business in the past. However, our microloan subsidiaries were and are subject to laws,
regulations and supervision by national, provincial and local government and judicial authorities, and we
may be subject to risks due to the business conducted by our microloan subsidiaries prior to 2021.

The Civil Code of the PRC provides that no interest shall be deducted from the principal of loans in
advance, and if any interest amount is deducted, the amount of principal and interest to be repaid by the
borrower shall be calculated based on the actual amount borrowed. The Notice on Specific Rectification
Implementation Measures for Risk of Online Microloan Businesses of Microloan Companies further
prohibits the upfront deduction of interest, commission fees, management fees or deposits from loans by
microloan companies before they are released to the borrowers. Such prohibition is also highlighted by the
Notice on Strengthening the Supervision and Management of Microloan Companies issued by the China
Banking and Insurance Regulatory Commission in September 2020, which provides that where a microloan
company has deducted any upfront fees in violation of rules and regulations, the borrower will only need to
repay the actual loan amount after the exclusion of the interest and fees deducted, and the loan’s interest rate
shall be calculated accordingly. Furthermore, Circular 141 prohibits unlicensed third-party platforms that
cooperate with banking institutions to enable loans from collecting interest or fees from borrowers.
Historically, the service fees and interest payment for a small part of our retail credit and enablement
services by our microloan subsidiaries were arranged to be paid by the borrowers simultaneously when the
principals of the funds were released to the borrowers. We ceased this upfront deduction collection method
in 2018 and, as of December 31, 2022, none of our outstanding loans had fees deducted up-front in the past.
We have gradually adjusted to charge fees through our licensed financing guarantee subsidiaries since early
2018.

In addition, some of our microloan subsidiaries maintained leverage ratios that were above the
maximum level allowed historically. Since 2021, we have modified our microloan companies’ business
models in order to comply with the leverage ratio requirements and other laws, regulations, policies and
measures for these companies in all of these jurisdictions. For example, on September 7, 2020, the CBIRC
issued the Notice on Strengthening the Supervision and Management of Microloan Companies, or Circular
86. Adopted to regulate the operations of microloan companies, Circular 86 stipulates that the financing
balance of a microloan company’s funding by bank loans, shareholder loans and other non-standard
financing instruments shall not exceed such company’s net assets, and the financing balance of the
microloan company funding by issuance of bonds, asset securitization products and other instruments of
standardized debt assets shall not exceed four times of its net assets. Local financial regulatory authorities
may further lower the leverage limits mentioned above.

On November 2, 2020, the CBIRC, the People’s Bank of China and other regulatory authorities
released a consultation draft of the Interim Measures for the Administration of Online Microloan Business
( CHaA%/INEREHCETS B M AT HRA (BOK 2 WRR)) ), which states that a microloan company must obtain the
official approval of the CBIRC to conduct an online micro lending businesses outside the province where it
is registered. In addition, the draft provides the statutory qualified requirements for an online microloan
company, covering such things as registered capital, controlling shareholders, and use of the internet to
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engage in an online microloan business. In response to this, we stopped using our microloan subsidiaries to
fund new loans in December 2020. As of December 31, 2022, the balance of legacy business of our
Chongqing microloan subsidiary was RMB94.8 million. We have canceled the microloan business licenses
held by our Shenzhen and Hunan microloan subsidiaries and we completed the de-registration of our Hunan
microloan subsidiary at local Administration of Market Regulation in December 2022. Shenzhen microloan
subsidiary is currently in the process of de-registration, which is estimated to be completed by the end of
April 2023. We decided to de-register these two microloan subsidiaries due to the updates to our business
model and our effort to optimize our organizational structure and management efficiency. We have also
applied and obtained approval from the authorities regarding cancelation of the online loan business permit
held by our remaining Chongqing microloan subsidiary. As a result, our Chongqing microloan subsidiary
may only conduct an offline microloan business in the future.

On July 12, 2021, our Chongqing microloan subsidiary was fined RMB340,000 by the Chongging
Branch of the People’s Bank of China for non-compliance that occurred in 2017, including, among other
things, our overdue response to objections to personal credit information. As of the Latest Practicable Date,
we had paid the fine in full and completed the relevant rectification. We may be subject to further regulatory
warnings, correction orders, condemnation and fines regarding our historical microloan business and may
be required to further modify our business if our microloan company is deemed to have violated national,
provincial or local laws and regulations or regulatory orders and guidance in the future.

If we are unable to provide a high-quality customer experience, our reputation and business may be
materially and adversely affected.

The success of our SBO financial services business largely depends on our ability to provide a high-
quality customer experience, which in turn depends on factors such as our ability to provide a reliable and
easy-to-use customer interface for our users, our ability to further improve and streamline our service
process and our ability to continue to make available products and services at competitively low costs or
high returns for our borrowers. If borrowers are not satisfied with our services, or if our system is severely
interrupted or otherwise fails to meet their demand, our reputation could be adversely affected and we could
fail to maintain user loyalty.

Our ability to provide high-quality customer experience also depends on the quality of the products
and services provided by our business partners, such as third-party service providers who maintain our
security systems and ensure confidentiality and security, over which we have limited or no control. In the
event that a user is dissatisfied with the quality of the products and services provided by our business
partners, we have limited means to directly make improvements in response to customer complaints, and
our business, reputation, financial performance and prospects could be materially and adversely affected.

Furthermore, we depend on our customer service hotlines and online customer service centers to
provide certain services to our users. If our customer service representatives fail to provide satisfactory
services, or if waiting time is too long due to the high volume of calls from users at peak times, our brands
and user loyalty may be adversely affected. In addition, any negative publicity or poor feedback regarding

our customer service may harm our brands and reputation and in turn cause us to lose users and market
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share. As a result, if we are unable to continue to maintain or enhance our user experience and provide a
high quality customer service, we may not be able to retain borrowers or attract prospective borrowers,
which could have a material adverse effect on our business, financial condition and results of operations.

Our success and future growth depend significantly on our marketing efforts, and if we are unable to
promote and maintain our brands in an effective and cost-efficient way, our business and financial
results may be harmed.

Our brand and reputation are integral to our acquisition of borrowers and institutional partners. We
intend to invest in marketing and brand promoting efforts, especially in connection with the growth of our
new ecosystem for small business owners and the introduction of new loan products. Our marketing
channels include traditional marketing media, social media, word of mouth and channel partners. If our
current marketing efforts and channels are less effective or inaccessible to us, or if the cost of such channels
significantly increases or we cannot penetrate the market with new channels, we may not be able to promote

and maintain our brands and reputation to maintain or grow the existing app user base.

Our efforts to build our brands have caused us to incur significant expenses. Our sales and marketing
expenses reached RMB17.8 billion, RMB18.0 billion and RMB15.8 billion (US$2.3 billion) for the years
ended December 31, 2020, 2021 and 2022, respectively. It is likely that our future marketing efforts will
require us to incur significant additional expenses. These efforts may not result in increased income in the
immediate future or at all and, even if they do, any increases in income may not offset the expenses
incurred. If we are unable to promote and maintain our brands and reputation in a cost-efficient manner, our
market share could diminish or we could experience a lower growth rate than we anticipated, which would

harm our business, financial condition and results of operations.

We may not be able to prevent others from making unauthorized use of our intellectual property, which
could harm our business and competitive position.

We regard our software registrations, trademarks, domain names, know-how, proprietary technologies
and similar intellectual property as critical to our success, and we rely on a combination of intellectual
property laws and contractual arrangements, including confidentiality and non-compete agreements with our
employees and others, to protect our proprietary rights. See “Business—Intellectual Property.” Any of our
intellectual property rights could be challenged, invalidated, circumvented or misappropriated, or such
intellectual property may not be sufficient to provide us with competitive advantages. For example, we
regularly file applications to register our trademarks in China, but these applications may not be timely or
successful and may be challenged by third parties. Meanwhile, intellectual property rights and
confidentiality protections in China may not be as effective as those in Hong Kong, the U.S. or other
jurisdictions for many reasons, including lack of procedural rules for discovery and evidence, and low
damage awards. Implementation and enforcement of China intellectual property laws have historically been
deficient and ineffective. As a result, we may not be able to adequately protect our intellectual property
rights, which could adversely affect our income and competitive position. In addition, parts of our business
rely on technologies developed or licensed by third parties, and we may not be able to obtain or continue to

obtain licenses and technologies from these third parties on reasonable terms, or at all.
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It is often difficult to maintain and enforce intellectual property rights in China. Statutory laws and
regulations are subject to judicial interpretation and enforcement and may not be applied consistently due to
the lack of clear guidance on statutory interpretation. Confidentiality and non-compete agreements may be
breached by counterparties, and there may not be adequate remedies available to us for any such breach.
Accordingly, we may not be able to effectively protect our intellectual property rights or to enforce our
contractual rights in China. Preventing any unauthorized use of our intellectual property is difficult and
costly and the steps we take may be inadequate to prevent the misappropriation of our intellectual property.
In the event that we resort to litigation to enforce our intellectual property rights, such litigation could result
in substantial costs and a diversion of our managerial and financial resources. We can provide no assurance
that we will prevail in such litigation. In addition, our trade secrets may be leaked or otherwise become
available to, or be independently discovered by, our competitors. To the extent that our employees or
consultants use intellectual property owned by others in their work for us, disputes may arise as to the rights
in related know-how and inventions. Any failure in protecting or enforcing our intellectual property rights
could have a material adverse effect on our business, financial condition and results of operations.

We may be subject to intellectual property infringement claims, which may be expensive to defend and
may disrupt our business and operations.

We cannot be certain that our operations or any aspects of our business have not or will not infringe
upon or otherwise violate trademarks, patents, copyrights, know-how or other intellectual property rights
held by third parties. From time to time in the future, we may be subject to legal proceedings, claims or
penalties relating to the intellectual property rights of others. In addition, there may be third-party
trademarks, patents, copyrights, know-how or other intellectual property rights that are infringed by the
products and services available on our mobile apps or other aspects of our business without our awareness.
Holders of such intellectual property rights may seek to enforce such intellectual property rights against us
in mainland China, Hong Kong, the United States or other jurisdictions. If any third-party infringement
claims are brought against us, we may be forced to divert management’s time and other resources from our
business and operations to defend against these claims, regardless of their merits.

Additionally, the application and interpretation of China’s intellectual property right laws and the
procedures and standards for granting trademarks, patents, copyrights, know-how or other intellectual
property rights in China are still evolving and are uncertain, and we cannot assure you that PRC courts or
regulatory authorities would agree with our analysis. If we were found to have violated the intellectual
property rights of others, we may be subject to liability and penalties for our infringement activities or may
be prohibited from using such intellectual property, and we may incur licensing fees or be forced to develop
alternatives of our own. As a result, our business and results of operations may be materially and adversely
affected.

Our website, apps and internal systems rely on software that is highly technical, and if it contains
undetected errors, our business could be adversely affected.

Our website, apps and internal systems rely on software that is highly technical and complex. In

addition, our website, apps and internal systems depend on the ability of the software to store, retrieve,
process and manage immense amounts of data. The software on which we rely has contained, and may now
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or in the future contain, undetected errors or bugs. Some errors may only be discovered after the code has
been released for use. Errors or other design defects within the software on which we rely may result in a
negative experience for users and our funding and other business partners, delay introductions of new
features or enhancements, result in errors or compromise our ability to protect data or our intellectual
property. Any errors, bugs or defects discovered in the software on which we rely could result in harm to
our reputation, loss of users or financial service provider partners or liability for damages, any of which
could adversely affect our business, results of operations and financial conditions.

Any significant disruption in service on our website, apps or computer systems, including events beyond
our control, could reduce the attractiveness of our services and solutions and result in a loss of users or
financial service provider partners.

In the event of a system outage and physical data loss, the performance of our website, apps, services
and solutions would be materially and adversely affected. The satisfactory performance, reliability and
availability of our website, apps, services and solutions and the technology infrastructure that underlies
them are critical to our operations and reputation and our ability to retain existing and attract new users and
partners. Much of our system hardware is hosted in leased facilities located in Shanghai, Shenzhen and
Hebei that are operated by our IT staff. We also maintain a real-time backup system and a remote backup
system at separate facilities also located in Shanghai, Shenzhen and Hebei. Our operations depend on our
ability to protect our systems against damage or interruption from natural disasters, power or
telecommunications failures, air quality issues, environmental conditions, computer viruses or other
attempts to harm our systems, criminal acts and similar events. If there is a lapse in service or damage to our
facilities, we could experience interruptions and delays in our service and may incur additional expense in
arranging new facilities.

Any interruptions or delays in the availability of our website, apps, services or solutions, whether
accidental or willful, and whether as a result of our own or third-party error, natural disasters or security
breaches, could harm our reputation and our relationships with users and partners. Our disaster recovery
plan has not been tested under actual disaster conditions, and we may not have sufficient capacity to recover
all data and services in the event of an outage, and such recovery may take a prolonged period of time.
These factors could damage our brand and reputation, divert our employees’ attention and subject us to

liability, any of which could adversely affect our business, financial condition and results of operations.

Our operations depend on the performance of the internet infrastructure and telecommunications
networks in China.

Almost all access to the internet in China is maintained through state-owned telecommunication
operators under the administrative control and regulatory supervision of the MIIT. We primarily rely on a
limited number of telecommunication service providers to provide us with data communications capacity
through local telecommunications lines and internet data centers to host our servers. We have limited access
to alternative networks or services in the event of disruptions, failures or other problems with China’s
internet infrastructure or the fixed telecommunications networks provided by telecommunication service
providers. With the expansion of our business, we may be required to upgrade our technology and

infrastructure to keep up with the increasing traffic on our mobile apps. We cannot assure you that the
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internet infrastructure and the fixed telecommunications networks in China will be able to support the
demands associated with the continued growth in internet usage. In addition, we have no control over the
costs of the services provided by telecommunication service providers. If the prices we pay for
telecommunications and internet services rise significantly, our financial performance may be adversely
affected. Furthermore, if internet access fees or other charges to internet users increase, our user traffic may
decline and our business may be harmed.

Our services depend on the effective use of mobile operating systems and the efficient distribution
through mobile application stores, which we do not control.

Our products, services and solutions are available through our mobile apps. It is difficult to predict the
problems we may encounter in developing mobile apps for newly released devices and mobile operating
systems, and we may need to devote significant resources to the development, support and maintenance of
such apps. We are dependent on the interoperability of providing our services on popular mobile operating
systems that we do not control, such as Android and iOS, and any changes in such systems that degrade the
accessibility of our services or give preferential treatment to competing products and services could
adversely affect the usability of our services on mobile devices. In addition, we rely upon third-party mobile
app stores for users to download our mobile apps. Consequently, the promotion, distribution and operation
of our mobile apps are subject to app stores’ standard terms and policies for application developers. Our
future growth and results of operations could suffer if it is difficult for our users to access and utilize our
services on their mobile devices.

We may be held liable for information or content displayed on, retrieved from or linked to our mobile
applications, which may materially and adversely affect our business and operating resulls.

Our mobile apps are regulated by the Administrative Provisions on Mobile Internet Applications
Information Services, or the APP Provisions, promulgated by the CAC in 2022. According to the APP
Provisions, an App provider shall be responsible for the display results of the information content, and shall
not generate or spread illegal information, and shall consciously prevent and resist illegal or harmful
information. We cannot assure that with our internal control procedures in place screening the information
and content on our mobile applications, all the information or content displayed on, retrieved from or linked
to our mobile applications complies with the requirements of the APP Provisions at all times. If our mobile
applications were found to be violating the APP Provisions, we may be subject to penalties, including
warning, service suspension or removal of our mobile applications from the relevant mobile application

store, which may materially and adversely affect our business and operating results.

We make some use of open source software, and any failure to comply with the terms of one or more of
these open source licenses could negatively affect our business.

We make some use of software covered by open source licenses. Open source license terms are often
ambiguous, and there is little or no legal precedent governing the interpretation of many of the terms of
certain of these licenses. Therefore, the potential impact of such terms on our business is somewhat
unknown. If portions of our proprietary software are determined to be subject to an open source license, we
could be required to release the affected portions of our source code, re-engineer all or a portion of our
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technologies or otherwise be limited in the licensing of our technologies, each of which could reduce or
eliminate the value of our technologies and loan products. There can be no assurance that efforts we take to
monitor the use of open source software to avoid uses in a manner that would require us to disclose or grant
licenses under our proprietary source code will be successful, and such use could inadvertently occur. This
could harm our intellectual property position and have a material adverse effect on our business, results of
operations, cash flow and financial condition. In addition to risks related to license requirements, usage of
open source software can lead to greater risks than use of third-party commercial software, as open source
licensors generally do not provide warranties or controls on the origin of the software. Many of the risks
associated with the use of open source software cannot be eliminated, and could adversely affect our
business.

We may be subject to domestic and overseas anti-money laundering and anti-terrorist financing laws and
regulations and any failure by us, funding partners or payment agents to comply with such laws and
regulations could damage our reputation, expose us to significant penalties and decrease our income and
profitability.

We are subject to anti-money laundering and anti-terrorist laws and regulations in PRC and other
jurisdictions where we operate. We have implemented various policies and procedures in compliance with
all applicable anti-money laundering and anti-terrorist financing laws and regulations, including internal
controls and KYC procedures, for preventing money laundering and terrorist financing. In addition, we rely
on our funding partners and payment agents, in particular banks and online payment companies that handle
the transfer of funds from funding partners to the borrowers, to have their own appropriate anti-money
laundering policies and procedures. Certain of our funding partners, including banks, are subject to
domestic and overseas anti-money laundering obligations under applicable anti-money laundering laws and
regulations and are regulated in that respect by the People’s Bank of China, the Hong Kong Monetary
Authority or the Indonesia Financial Services Authority.

Our anti-money laundering and anti-terrorist financing policies and procedures may not be completely
effective in preventing other parties from using us, any of our users, clients or third-party partners as a
conduit for money laundering (including illegal cash operations), terrorist financing or sanctioned activities
without our knowledge. If we were to be associated with money laundering (including illegal cash
operations), terrorist financing or sanctioned activities, our reputation could suffer and we could become
subject to regulatory fines, sanctions, or legal enforcement, including being added to any “blacklists” that
would prohibit certain parties from engaging in transactions with us, all of which could have a material
adverse effect on our financial condition and results of operations. In addition, the laws and regulations on
anti-money laundering and anti-terrorist financing might be tightened in the future, which may impose more
obligations on us and our users, clients and third-party partners. Even if we, our users, clients and business
partners comply with the applicable domestic and overseas anti-money laundering laws and regulations, we
may not be able to fully eliminate money laundering and other illegal or improper activities in light of the
complexity and the secrecy of these activities. Any negative perception of the industry, such as that arises
from any failure of other credit enablement businesses to detect or prevent money laundering activities,
even if factually incorrect or based on isolated incidents, could compromise our image, undermine the trust

and credibility we have established, and negatively impact our financial condition and results of operations.
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We may need additional capital to accomplish our business objectives, pursue business opportunities and
maintain and expand our business, and financing may not be available on terms acceptable to us, or at
all.

Historically, we have issued equity and convertible debt securities to support the growth of our
business. As we intend to continue to make investments to support the growth of our business, we may
require additional capital to accomplish our business objectives and pursue business opportunities, and
maintain and expand our business, including developing new products and services, further enhancing our
risk management capabilities, increasing our marketing expenditures to improve brand awareness,
enhancing our operating infrastructure, acquiring complementary businesses and technologies, obtaining
necessary approvals, licenses or permits and pursuing international expansion.

Due to the unpredictable nature of the capital markets and our industry, we cannot assure you that we
will be able to raise additional capital on terms favorable to us, or at all, if and when required, especially if
we experience disappointing operating results. If adequate capital is not available to us as required, our
ability to fund our operations, take advantage of unanticipated opportunities, develop or enhance our
infrastructure or respond to competitive pressures could be significantly limited, which would adversely
affect our business, financial condition and results of operations. If we do raise additional funds through the
issuance of equity or convertible debt securities, the ownership interests of our Shareholders could be
significantly diluted. These newly issued securities may also have rights, preferences or privileges senior to

those of existing Shareholders.

We continually evaluate and consummate strategic investments, acquisitions and strategic alliances and
investments, which could be difficult to integrate and could require significant management attention,
disrupt our business and adversely affect our financial results if such investment fails to meet our
expectations.

We evaluate and consider strategic investments, combinations, acquisitions or alliances to further
increase the value of our mobile apps and better serve borrowers and funding partners. If we fail to identify
or secure suitable acquisition and business partnership opportunities or our competitors capitalize on such
opportunities before we do, it could impair our ability to compete with our competitors and adversely affect

our growth prospects and results of operations.

Even if we are able to identify an attractive business opportunity, we may not be able to successfully
consummate the transaction or may need to compete with other participants. In addition, investments or
acquisitions may be subject to PRC and overseas regulation and supervision, and might be vetoed by
regulatory agencies. Even if we do consummate such transactions, they may not be successful. They may
not benefit our business strategy or generate sufficient income to offset the associated acquisition costs.

In addition, strategic investments and acquisitions will involve risks commonly encountered in
business relationships. If we fail to properly evaluate and manage the risks, our business and prospects may
be seriously harmed and the value of your investment may decline. Such risks include:

. difficulties in assimilating and integrating the operation, personnel, systems, data, technologies,
products and services of the acquired business;
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inability of the acquired technologies, products or businesses to achieve expected levels of

income, profitability, productivity or other benefits;

difficulties in retaining, training, motivating and integrating key personnel;

diversion of management’s time and resources from our normal daily operations and potential

disruptions to our ongoing business;

difficulties in successfully incorporating licensed or acquired technology and rights into our
mobile apps;

difficulties in maintaining uniform standards, controls, procedures and policies within the

combined organization;

difficulties in retaining relationships with customers, employees and suppliers of the acquired

business;

risks of entering markets in which we have limited or no prior experience;

regulatory risks, including remaining in good standing with existing regulatory bodies or being
subject to new regulators with oversight over an acquired business;

assumption of contractual obligations that contain terms that are not beneficial to us;

liability for activities of the acquired business before the acquisition, including intellectual
property infringement claims, violations of laws, commercial disputes, tax liabilities, labor
disputes, regulatory actions and penalties and other known and unknown liabilities; and

unexpected costs and unknown risks and liabilities associated with strategic investments or
acquisitions. Our quarterly results may fluctuate significantly and may not fully reflect the

underlying performance of our business.

Our quarterly operational results, including the levels of our income, expenses and other key metrics,

may vary significantly in the future due to a variety of factors, some of which are outside of our control, and

period-to-period comparisons of our operating results may not be meaningful, especially given our

relatively limited operating history.

Our business depends on the continued efforts of our senior management. If one or more of our key
executives were unable or unwilling to continue in their present positions, our business may be severely

Our business operations depend on the continued services of our senior management, particularly the

executive officers named in this document. We cannot assure you that we can continue to retain their

services. If one or more of our key executives were unable or unwilling to continue in their present
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positions, we might not be able to replace them easily or at all, our future growth may be constrained, our
business may be severely disrupted and our financial condition and results of operations may be materially
and adversely affected. In addition, although we have entered into confidentiality and non-competition
agreements with our management, there is no assurance that any member of our management team will not
join our competitors or form a competing business. If any dispute arises between our current or former
officers and us, we may have to incur substantial costs and expenses in order to enforce such agreements in
China or we may not be able to enforce them at all.

We have granted, and may continue to grant, share options and other forms of share-based incentive
plans, which may result in increased share-based compensation expenses.

We have adopted the Share Incentive Plans for the purposes of attracting and retaining the best
available personnel by linking the personal interests of our employees to our success and by providing such
individuals with an incentive for outstanding performance to generate superior returns for the Shareholders.
As of the Latest Practicable Date, options to purchase a total of 14,226,039 ordinary shares and performance
share units to receive a total of 2,271,573 ordinary shares are outstanding under the Share Incentive Plans.
In 2020, 2021 and 2022, we recorded share-based compensation expenses of RMB165 million,
RMB133 million and RMB46 million (US$6.6 million), respectively. We believe the granting of share-
based compensation is of significant importance to our ability to attract and retain key personnel and
employees, and we will continue to grant share-based compensation to employees in the future. As a result,
our expenses associated with share-based compensation may increase, which may have an adverse effect on
our results of operations.

We compete for skilled and quality employees, and failure to attract and retain them may adversely affect
our business and prevent us from achieving our intended level of growth.

We believe our success depends on the efforts and talent of our employees, including sales and
marketing, technology and product development, risk management, operation management and finance
personnel. Our future success depends on our continued ability to attract, develop, motivate and retain
qualified and skilled employees. The upgrades to our business model to create a new ecosystem for small
business owners will put additional demands on our ability to attract and retain employees, as we will need
employees who combine skills and experience in a number of areas, including credit enablement, small
businesses and social media. Finding these people and retaining them as they learn how our tools work and
gain experience in advising small business owners in using those tools will be important to the success of
our business model. Competition for highly skilled sales, technical, risk management, operation
management and financial personnel is extremely intense. We may not be able to hire and retain these
personnel at compensation levels consistent with our existing compensation and salary structure. Some of
the companies with which we compete for experienced employees have greater resources than we have and

may be able to offer more attractive terms of employment.

In addition, we invest significant time and resources in the training of our employees, which increases
their value to competitors who may seek to recruit them. If we fail to retain our employees, we could incur
significant expenses in hiring and training their replacements, and the quality of our services and our ability
to serve borrowers and institutional partners could diminish, resulting in a material adverse effect to our

business.
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If labor costs in the PRC increase substantially, our business and costs of operations may be adversely
affected.

The Chinese economy has experienced inflation and labor cost increases in recent years. According to
the National Bureau of Statistics of China, the year-over-year percent changes in the consumer price index
for December 2020, 2021 and 2022 were increases of 0.2%, 1.5% and 1.8%, respectively. Average wages
are projected to continue to increase. For the years ended December 31, 2020, 2021 and 2022, our employee
benefit expenses reached RMBI14.1 billion, RMB16.4 billion and RMBI15.1 billion (US$2.2 billion),
respectively. We expect that our labor costs, including wages and employee benefits, will continue to
increase. If we are unable to control our labor costs or pass on these increased labor costs, our financial
condition and results of operations may be adversely affected.

International expansion may expose us to additional risks.

While our historical operations have been focused in China, we have expanded our operations
internationally in recent years. We launched our operations in Singapore in 2017 to provide multiple
investment related services to clients, and we expanded into Hong Kong and Indonesia in 2019. There can
be no assurance that our international expansion will be successful. We have closed down our operations in
Singapore and are in the process of closing down our operations in Hong Kong. While our income from
international operations is not yet material to the Company as a whole, our current or future international

expansion may expose us to additional risks, including:

. challenges associated with relying on local partners in markets that are not as familiar to us,
including local joint venture partners to help us establish our business;

. the burden of compliance with additional regulations and government authorities in a highly
regulated industry;

. potentially adverse tax consequences from operating in multiple jurisdictions;

. complexities and difficulties in obtaining protection and enforcing our intellectual property in
multiple jurisdictions;

. increased demands on our management’s time and attention to deal with potentially unique
issues arising from local circumstances; and

. general economic and political conditions internationally.

In particular, data is important to our business, and many jurisdictions across the world have been
tightening regulations on protection of data security. For example, in May 2018, a new data protection
regime, the European Union’s General Data Protection Regulation, came into effect. The General Data
Protection Regulation can apply to the processing of personal data by companies outside of the European
Union, including where the processing of personal data relates to the offering of goods and services to, or
monitoring the behavior of, individuals in the European Union. The General Data Protection Regulation and
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data protection laws in other jurisdictions may apply to our processing of personal data in the future. The
application of such laws to our business may impose on us more stringent compliance requirements with
more significant penalties for non-compliance than PRC data protection laws and regulations, and
compliance with different requirements imposed by different jurisdictions could require significant
resources and result in substantial costs, which may materially and adversely affect our business, financial

condition, results of operations and prospects.

Any failure to comply with PRC property laws and relevant regulations regarding certain of our leased
properties may negatively affect our business, results of operations and financial condition.

We operated our businesses primarily in leased properties in Shenzhen, Shanghai, Chongqing and
other cities in China. With respect to a portion of such leased properties, the lessors failed to provide title
certificates evidencing property ownership of these lessors. According to PRC laws and regulations, where
a landlord lacks title evidence or rights to lease, the relevant lease contracts may be terminated or deemed
unenforceable under PRC laws and regulations, and may also be subject to challenge by third parties.

In addition, under PRC law, landlords must complete registration procedures and obtain approval from
competent PRC land administration authorities and pay land transfer fees before they lease certain kinds of
stated-owned lands. However, as of the Latest Practicable Date, not all of our landlords for certain kinds of
stated-owned lands had provided us with those approvals and payment documents, and there is a risk that
those landlords may not have completed these procedures. If we were challenged by competent authorities

or third parties on these types of issues, we may have to vacate the relevant properties.

Additionally, certain of our leased properties’ current usages are not in conformity with the permitted
usages prescribed in the relevant title certificates. Nonconformity with the property’s planned use may lead
to fines imposed by the competent authority, and in extreme case, government order to revoke the lease or
reclaim the land.

Moreover, a small portion of the leased properties may also be subject to mortgage at the time the
leases were entered into. In case the mortgagees enforce the mortgage, we may not be able to continue using
our leased properties.

In addition, under PRC laws, all lease agreements must be registered with the local housing
authorities. As of the Latest Practicable Date, not all landlords of the premises we lease had completed their
registration of ownership rights or the registration of our leases. Pursuant to relevant PRC laws and
regulations, failure to complete these registrations may expose us to potential monetary fines ranging from
RMB1,000 to RMB10,000 per lease.

We cannot assure you that defects in our leased contracts or leased properties will be cured in a timely
manner, or at all and there will be any material action, claim or investigation threatened or conducted by the
relevant regulatory authorities. Our business may be interrupted and additional relocation costs may be
incurred if we are required to relocate operations affected by such defects. Moreover, if our lease contracts
are challenged by third parties, it could result in diversion of management attention and cause us to incur
costs associated with defending such actions, even if such challenges are ultimately determined in our favor.
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We have limited insurance coverage, which could expose us to significant costs and business disruption.

We maintain various insurance policies to safeguard against risks and unexpected events.
Additionally, we provide social security insurance including pension insurance, unemployment insurance,
work-related injury insurance, maternity insurance and medical insurance for our employees. However, as
the insurance industry in China is still evolving, insurance companies in China currently offer limited
business-related insurance products. We do not maintain business interruption insurance or general third-
party liability insurance, nor do we maintain product liability insurance or key-man insurance. We consider
our insurance coverage to be in line with that of other companies in the same industry of similar size in
China, but we cannot assure you that our insurance coverage is sufficient to prevent us from any loss or that
we will be able to successfully claim our losses under our current insurance policies on a timely basis, or at
all. If we incur any loss that is not covered by our insurance policies, or the compensated amount is
significantly less than our actual loss, our business, financial condition and results of operations could be
materially and adversely affected.

If we fail to maintain an effective system of internal control over financial reporting, we may be unable
to accurately report our financial results or prevent fraud.

We are subject to reporting obligations under the U.S. securities laws. The U.S. SEC, as required by
Section 404 of the Sarbanes-Oxley Act of 2002, adopted rules requiring every public company to include a
management report on the company’s internal control over financial reporting in its annual report, which
contains management’s assessment of the effectiveness of its internal control over financial reporting. In
addition, an independent registered public accounting firm must attest to and report on the effectiveness of
the company’s internal control over financial reporting.

Our directors are of the view that we have adequate and effective internal control procedures. See
“Business—Risk Management and Internal Control.” Our management has concluded that our internal
control over financial reporting was effective as of December 31, 2022. Our independent registered public
accounting firm has issued an attestation report, which has concluded that our internal control over financial
reporting was effective in all material aspects as of December 31, 2022. However, if we fail to maintain an
effective system of internal control over financial reporting in the future, our management and our
independent registered public accounting firm may not be able to conclude that we have effective internal
control over financial reporting at a reasonable assurance level. This could in turn result in loss of investor
confidence in the reliability of our financial statements and negatively impact the trading price of our Shares
or ADSs. Furthermore, we have incurred and anticipate that we will continue to incur considerable costs,
management time and other resources in an effort to comply with Section 404 of the Sarbanes-Oxley Act
and other requirements.

We face risks related to natural disasters and health epidemics.

In addition to the impact of COVID-19, our business could be materially and adversely affected by
natural disasters, other health epidemics or other public safety concerns affecting the PRC, and particularly
Shanghai. Natural disasters may give rise to server interruptions, breakdowns, system failures, website or
app failures or internet failures, which could cause the loss or corruption of data or malfunctions of software
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or hardware, as well as adversely affecting our ability to operate our website or apps and provide services
and solutions. Our business could also be adversely affected if our employees are affected by health
epidemics. In addition, our results of operations could be adversely affected to the extent that any health
epidemic harms the Chinese economy in general. Our headquarters are located in Shanghai, where most of
the Directors and management and many of our employees currently reside. Most of our system hardware
and back-up systems are hosted in facilities located in Shanghai and Shenzhen. Consequently, if any natural
disasters, health epidemics or other public safety concerns were to affect Shanghai or Shenzhen, our
operation may experience material disruptions, which may materially and adversely affect our business,
financial condition and results of operations.

RISKS RELATING TO OUR CONTRACTUAL ARRANGEMENTS

If the PRC government finds that the agreements that establish the structure for operating some of our
operations in China do not comply with PRC regulations relating to the relevant industries, or if these
regulations or the interpretation of existing regulations change in the future, we could be subject to
severe penalties or be forced to relinquish our interests in those operations.

PRC laws and regulations impose restrictions on foreign ownership and investment in certain internet-
based businesses. We are an exempted company incorporated in the Cayman Islands and our PRC
subsidiaries are considered foreign-invested enterprises. To comply with PRC laws, regulations and
regulatory requirements, we set up a series of Contractual Arrangements entered into among some of our
PRC subsidiaries, Consolidated Affiliated Entities, and the Registered Shareholders to conduct some of our
operations in China. For more details about our Contractual Arrangements, see ‘“Contractual
Arrangements.” As a result of these Contractual Arrangements, we exert control over the Consolidated
Affiliated Entities and their subsidiaries and consolidate their operating results in our financial statements
under IFRS.

In the opinion of our PRC Legal Adviser, (i) the ownership structures of the Consolidated Affiliated
Entities and our wholly foreign-owned enterprises, or WFOE Entities, currently do not result in violation of
PRC laws and regulations currently in effect; and (ii) except for certain clauses regarding the remedies or
reliefs that may be awarded by an arbitration tribunal and the power of courts to grant interim remedies in
support of the arbitration and winding-up and liquidation arrangements, and the share pledge arrangement
under the Share Pledge Agreement in respect of Chongqing Exchange, the agreements under the
Contractual Arrangements between our WFOE Entities, the Consolidated Affiliated Entities and the
Registered Shareholders governed by PRC law are valid, binding and enforceable against each party thereto
in accordance with their terms and applicable PRC laws and regulations currently in effect, and do not result

113

in violation of PRC laws or regulations currently in effect. See “—We conduct a part of our business
operations in the PRC through the Consolidated Affiliated Entities and their subsidiaries by way of our
Contractual Arrangements, but certain of the terms of our Contractual Arrangements may not be

enforceable under PRC laws.”
However, we are a Cayman Islands holding company with no equity ownership in the Consolidated

Affiliated Entities and we conduct our wealth management business in China primarily through the

Consolidated Affiliated Entities with which we have Contractual Arrangements. Investors in our Shares
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or ADSs thus are not purchasing equity interests in the Consolidated Affiliated Entities in China but
instead are purchasing equity interests in a Cayman Islands holding company. If the PRC government
deems that our Contractual Arrangements with the Consolidated Affiliated Entities do not comply with
PRC regulatory restrictions on foreign investment in the relevant industries, or if these regulations or the
interpretation of existing regulations change or are interpreted differently in the future, we could be
subject to severe penalties or be forced to relinquish our interests in those operations. Our Shares or
ADSs may decline in value or become worthless if we are unable to assert our contractual control rights
over the assets of our PRC subsidiaries. Our holding company in the Cayman Islands, the Consolidated
Affiliated Entities, and investors of the Company face uncertainty about potential future actions by the
PRC government that could affect the enforceability of the Contractual Arrangements with the
Consolidated Affiliated Entities and, consequently, significantly affect the financial performance of the
Consolidated Affiliated Entities and the Company as a group.

We have been further advised by our PRC Legal Adviser that there are substantial uncertainties
regarding the interpretation and application of current and future PRC laws, regulations and rules. Thus, the
PRC regulatory authorities may take a view contrary to or otherwise different from the opinion of our PRC
Legal Adviser stated above. It is also uncertain whether any new PRC laws, regulations or interpretations
relating to consolidated affiliated entity structure will be adopted, or if adopted, what they would provide.
On February 17, 2023, the CSRC released a set of regulations consisting of 6 documents, including the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Companies ( (R4
RN TR S LT BRI THRE) ), or the Trial Measures, and 5 supporting guidelines (SIE[L £ 4§
51) , collectively, the Filing Measures, which will come into effect on March 31, 2023. On the same day, at
the press conference held for the Filing Measures on February 17, 2023, the officials from the CSRC
confirmed that if a company with a VIE structure is in compliance with applicable PRC laws, regulations
and regulatory requirements, the CSRC may permit its filing application after soliciting opinions from
relevant authorities. However, given that the Filing Measures were recently promulgated and there is no
further explanation on such compliance requirements, there remain substantial uncertainties as to their
interpretation, application, and enforcement and how they will affect our operations and our future financing
and there can be no assurance that we will be able to satisfy the compliance requirements. Failure to satisfy
such requirements could have a material adverse effect on us, our Contractual Arrangements and the
Listing. If we fail to complete the filing with the CSRC in a timely manner or at all, for any future offering,
listing or any other capital raising activities, which are subject to the filings under the Filing Measures, due
to our Contractual Arrangements, our ability to raise or utilize funds could be materially and adversely
affected, and we may even need to unwind our Contractual Arrangements or restructure our business
operations to rectify the failure to complete the filings. If we or the Consolidated Affiliated Entities are
found to be in violation of any existing or future PRC laws or regulations, or fail to obtain or maintain any
of the required permits or approvals to operate our business, the relevant PRC regulatory authorities,
including the Ministry of Commerce and the MIIT, would have broad discretion to take action in dealing
with such violations or failures, including:

. revoking the business licenses and/or operating licenses of such entities;

. imposing fines on us;
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. confiscating any of our income that they deem to be obtained through illegal operations;

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

. placing restrictions on our right to collect income;

. shutting down our servers or blocking our app/websites;

. requiring us to restructure our ownership structure or operations;

. restricting or prohibiting our use of the proceeds from our initial public offering or other of our
financing activities to finance the business and operations of the Consolidated Affiliated Entities
and their subsidiaries;

. imposing conditions or requirements with which we may not be able to comply; or

. taking other regulatory or enforcement actions that could be harmful to our business.

Any of these events could cause disruption to some of our business operations and damage our
reputation, which would in turn have an adverse effect on our financial condition and results of operations.
If occurrences of any of these events results in our inability to direct the activities of the Consolidated
Affiliated Entities in China that most significantly impact its economic performance, and/or our failure to
receive the economic benefits and residual returns from the Consolidated Affiliated Entities, and we are not
able to restructure our ownership structure and operations in a satisfactory manner, we may not be able to
consolidate the financial results of the Consolidated Affiliated Entities in our consolidated financial
statements in accordance with IFRS. It is also uncertain whether any new PRC laws, regulations or rules
relating to such Contractual Arrangements will be adopted or if adopted, what they would provide.

Although we believe we, our PRC subsidiaries and the Consolidated Affiliated Entities comply with
current PRC laws and regulations, we cannot assure you that the PRC government would agree that our
Contractual Arrangements comply with PRC licensing, registration or other regulatory requirements, with
existing policies or with requirements or policies that may be adopted in the future. The PRC government
has broad discretion in determining rectifiable or punitive measures for non-compliance with or violations
of PRC laws and regulations. If the PRC government determines that we or the Consolidated Affiliated
Entities do not comply with applicable law, it could revoke the Consolidated Affiliated Entities’ business
and operating licenses, require the Consolidated Affiliated Entities to discontinue or restrict the
Consolidated Affiliated Entities’ operations, restrict the Consolidated Affiliated Entities’ right to collect
revenues, block the Consolidated Affiliated Entities” websites, require the Consolidated Affiliated Entities
to restructure their operations, impose additional conditions or requirements with which the Consolidated
Affiliated Entities may not be able to comply, impose restrictions on the Consolidated Affiliated Entities’
business operations or on customers, or take other regulatory or enforcement actions against the
Consolidated Affiliated Entities that could be harmful to their business. Any of these or similar occurrences

could significantly disrupt our or the Consolidated Affiliated Entities’ business operations or restrict the
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Consolidated Affiliated Entities from conducting a substantial portion of their business operations, which
could materially and adversely affect the Consolidated Affiliated Entities’ business, financial condition and
results of operations. If any of these occurrences results in our inability to direct the activities of the
Consolidated Affiliated Entities that most significantly impact our economic performance, or our failure to
receive the economic benefits from the Consolidated Affiliated Entities, we may not be able to consolidate

these entities in our consolidated financial statements in accordance with IFRS.

The Contractual Arrangements with the Consolidated Affiliated Entities and the Registered Shareholders
may not be as effective as direct ownership in providing operational control or enabling us to derive
economic benefits.

We have relied and expect to continue to rely on the Contractual Arrangements with the Consolidated
Affiliated Entities and the Registered Shareholders to operate our business in areas where foreign ownership
is restricted. These Contractual Arrangements, however, may not be as effective as direct ownership in
providing us with control over the Consolidated Affiliated Entities. For example, the Consolidated
Affiliated Entities and the Registered Shareholders could breach their Contractual Arrangements with us by
failing to conduct the operations of the Consolidated Affiliated Entities in an acceptable manner or taking
other actions that are detrimental to our interests.

If we had direct ownership of the Consolidated Affiliated Entities in China, we would be able to
exercise our rights as a shareholder to effect changes in the board of directors of the Consolidated Affiliated
Entities, which in turn could implement changes, subject to any applicable fiduciary obligations, at the
management and operational level. However, under the current Contractual Arrangements, we rely on the
performance by the Consolidated Affiliated Entities and the Registered Shareholders of their obligations
under the contracts to exercise control over the Consolidated Affiliated Entities. The Registered
Shareholders of the Consolidated Affiliated Entities may not act in the best interests of the Company or may
not perform their obligations under these contracts. If any dispute relating to these contracts remains
unresolved, we will have to enforce our rights under these contracts through the operations of PRC law and
arbitration, litigation and other legal proceedings and therefore will be subject to uncertainties in the PRC
legal system.

Any failure by the Consolidated Affiliated Entities or the Registered Shareholders to perform their
obligations under our Contractual Arrangements with them would have an adverse effect on our
business.

If the Consolidated Affiliated Entities or their shareholders fail to perform their respective obligations
under the Contractual Arrangements, we may have to incur substantial costs and expend additional
resources to enforce such arrangements. We may also have to rely on legal remedies under PRC law,
including seeking specific performance or injunctive relief, and contractual remedies, which we cannot
assure you will be sufficient or effective under PRC law. For example, if the Registered Shareholders of the
Consolidated Affiliated Entities or the Consolidated Affiliated Entities were to refuse to transfer their equity
interests in or assets of the Consolidated Affiliated Entities to us or our designee if we exercise the purchase
option pursuant to these contractual arrangements, or if they were otherwise to act in bad faith toward us,

then we may have to take legal actions to compel them to perform their contractual obligations.
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All the agreements under our Contractual Arrangements are governed by PRC law and provide for the
resolution of disputes through arbitration in China. Accordingly, these contracts would be interpreted in
accordance with PRC law and any disputes would be resolved in accordance with PRC legal procedures.
The legal system in the PRC is not as developed as in some other jurisdictions, such as Hong Kong or the
United States. As a result, uncertainties in the PRC legal system could limit our ability to enforce these
Contractual Arrangements. These arbitration provisions relate to claims arising from the contractual
relationship created by the agreements with the Consolidated Affiliated Entities, rather than claims under
U.S. federal securities laws, and they do not prevent our Shareholders or ADS holders from pursuing claims
under U.S. federal securities laws in the United States. See “—Risks Relating to Doing Business in China—
Uncertainties with respect to the PRC legal system could adversely affect us.” Meanwhile, there are very
few precedents and little formal guidance as to how contractual arrangements in the context of a
consolidated affiliated entity should be interpreted or enforced under PRC law. There remain significant
uncertainties regarding the ultimate outcome of such arbitration should legal action become necessary. In
addition, under PRC law, rulings by arbitrators are final, parties generally cannot appeal the arbitration
results in courts, and if the losing parties fail to carry out the arbitration awards within a prescribed time
limit, the prevailing parties may only enforce the arbitration awards in PRC courts through arbitration award
recognition proceedings, which would require additional expenses and delay. In the event we are unable to
enforce these Contractual Arrangements, or if we suffer significant delay or other obstacles in the process of
enforcing these Contractual Arrangements, we may not be able to exert effective control over the
Consolidated Affiliated Entities, and our ability to conduct our business may be negatively affected.

The Registered Shareholders of the Consolidated Affiliated Entities may have actual or potential
conflicts of interest with us, which may adversely affect our business and financial condition.

The Registered Shareholders of the Consolidated Affiliated Entities may have actual or potential
conflicts of interest with us. These shareholders may breach, or cause the Consolidated Affiliated Entities to
breach, or refuse to renew, the existing Contractual Arrangements we have with them and the Consolidated
Affiliated Entities, which would have an adverse effect on our ability to effectively control the Consolidated
Affiliated Entities and receive economic benefits from them. For example, the Registered Shareholders of
the Consolidated Affiliated Entities may be able to cause our agreements with the Consolidated Affiliated
Entities to be performed in a manner adverse to us by failing to remit payments due under the Contractual
Arrangements to us on a timely basis. We cannot assure you that when conflicts of interest arise any or all
of these shareholders will act in the best interests of the Company or such conflicts will be resolved in our
favor.

The shareholders of the relevant VIE have executed powers of attorney to appoint the relevant WFOE
Entity or directors authorized by such WFOE Entity and their successors to vote on their behalf and exercise
voting rights as shareholders of the relevant VIE. If we cannot resolve any conflict of interest or dispute
between us and the Registered Shareholders of the Consolidated Affiliated Entities, we would have to rely
on legal proceedings, which could result in disruption of our business and subject us to uncertainty as to the
outcome of any such legal proceedings.

The indirect shareholders of the Consolidated Affiliated Entities may be involved in personal disputes
with third parties or other incidents that may have an adverse effect on their respective equity interests in the
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Consolidated Affiliated Entities and the validity or enforceability of our Contractual Arrangements with the
Consolidated Affiliated Entities and the Registered Shareholders. For example, in the event that any of the
individual shareholders who indirectly holds any equity interests in some of the Consolidated Affiliated
Entities divorces his or her spouse, the spouse may claim that the equity interest of the Consolidated
Affiliated Entities held by such shareholder is part of their community property and should be divided
between such shareholder and his or her spouse. If such claim is supported by the court, the relevant equity
interest may be indirectly held by the shareholder’s spouse or another third party who is not subject to
obligations under our Contractual Arrangements, which could result in a loss of the effective control over
those Consolidated Affiliated Entities by us. Similarly, if any of the equity interests of some of the
Consolidated Affiliated Entities is inherited by a third party with whom the current Contractual
Arrangements are not binding, we could lose our control over the Consolidated Affiliated Entities or have to
maintain such control by incurring unpredictable costs, which could cause disruption to our business and
operations and harm our financial condition and results of operations.

Although under our current Contractual Arrangements, (i) the spouses of some of the indirect
shareholders of some of the Consolidated Affiliated Entities has respectively executed a spousal consent
letter, under which each spouse agrees that he/she will not raise any claims against the equity interest, and
will take every action to ensure the performance of the Contractual Arrangements, and (ii) the Consolidated
Affiliated Entities and the Registered Shareholders shall not assign any of their respective rights or
obligations to any third party without the prior written consent of our WFOE Entities, we cannot assure you
that these undertakings and arrangements will be complied with or effectively enforced. In the case any of
them is breached or becomes unenforceable and leads to legal proceedings, it could disrupt our business,
distract our management’s attention and subject us to uncertainties as to the outcome of any such legal
proceedings.

We conduct a part of our business operations in the PRC through the Consolidated Affiliated Entities
and their subsidiaries by way of our Contractual Arrangements, but certain of the terms of our
Contractual Arrangements may not be enforceable under PRC laws.

All the agreements that constitute our Contractual Arrangements with the Consolidated Affiliated
Entities, their respective subsidiaries and shareholders are governed by PRC law and provide for the
resolution of disputes through arbitration in the PRC. Accordingly, these agreements would be interpreted
in accordance with PRC laws, and disputes would be resolved in accordance with PRC legal procedures.
The legal environment in the PRC is not as developed as in other jurisdictions and uncertainties in the PRC
legal system could limit our ability to enforce the Contractual Arrangements. If we are unable to enforce the
Contractual Arrangements, or if we suffer significant time delays or other obstacles in the process of
enforcing them, it would be very difficult to exert effective control over the Consolidated Affiliated Entities
and their subsidiaries, and our ability to conduct a part of our business and our financial condition and

results of operations may be adversely affected.

The Contractual Arrangements contain provisions to the effect that the arbitral body specified in them
may award remedies over the equity interest, assets or properties of the Consolidated Affiliated Entities,
their subsidiaries, and/or shareholders; provide compulsory relief (for example, for the conduct of business
or to compel the transfer of assets); or order the winding-up of the Consolidated Affiliated Entities, their
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subsidiaries, and/or shareholders. These agreements also contain provisions to the effect that courts of
competent jurisdiction are empowered to grant interim relief to a party when requested, for the purpose of
preserving the assets and properties, or grant enforcement measures, subject to the requirements under PRC
laws. However, under PRC laws, these terms may not be enforceable. Under PRC laws, an arbitral body
does not have the power to grant injunctive relief or to issue a provisional or final liquidation order for the
purpose of protecting the assets of or equity interest in the Consolidated Affiliated Entities in case of
disputes. In addition, interim remedies or enforcement orders granted by courts in other jurisdictions such as
Hong Kong, the United States and the Cayman Islands may not be recognizable or enforceable in the PRC.
PRC laws may allow the arbitral body to grant an award of transfer of assets of or equity interests in the
Consolidated Affiliated Entities in favor of an aggrieved party.

Furthermore, the Contractual Arrangements provide that (i) in the event of a dissolution or a
mandatory liquidation required by PRC laws, a VIE will sell all of its assets to the extent permitted by PRC
law to the relevant WFOE Entity or its designated qualifying designee, at the lowest price permitted under
applicable PRC laws; and (ii) any obligation for the relevant WFOE Entity or its designated qualifying
designee to pay the relevant VIE as a result of such transaction shall be forgiven, or any proceeds from such
transaction shall be paid to the relevant WFOE Entity or its designated qualifying designee in partial
satisfaction of the service fees under the exclusive business cooperation agreements. These provisions may
not be enforceable under PRC laws in the event of a mandatory liquidation required by PRC laws or
bankruptcy liquidation.

Therefore, in the event of a breach of any agreements constituting the Contractual Arrangements by
the Consolidated Affiliated Entities, their respective subsidiaries and/or shareholders, we may not be able to
exert effective control over the Consolidated Affiliated Entities due to the inability to enforce the

Contractual Arrangements, which could adversely affect our ability to conduct a part of our business.

There may be an impact on the Company if our Contractual Arrangements with the Consolidated
Affiliated Entities, their respective subsidiaries and shareholders are not treated as domestic investment.

If the operation of our businesses conducted through the Consolidated Affiliated Entities is subject to
any restrictions pursuant to the Special Administrative Measures for Foreign Investment Access (Negative
List 2021) jointly promulgated by the Ministry of Commerce and the NDRC, or any successor regulations,
and the Contractual Arrangements are not treated as domestic investment, the Contractual Arrangements
may be regarded as invalid and illegal. If this were to occur, we would not be able to operate the relevant
businesses through the Contractual Arrangements and would lose our rights to receive the economic
benefits of the Consolidated Affiliated Entities. As a result, we would no longer consolidate the financial
results of the Consolidated Affiliated Entities into our financial results and we would have to derecognize
their assets and liabilities according to the relevant accounting standards. If we do not receive any
compensation, we would recognize an investment loss as a result of such derecognition.
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Contractual Arrangements with the Consolidated Affiliated Entities may be subject to scrutiny by the
PRC tax authorities and they may determine that we or the Consolidated Affiliated Entities owe
additional taxes, which could negatively affect our financial condition and the value of your investment.

Under applicable PRC laws and regulations, arrangements and transactions among related parties may
be subject to audit or challenge by the PRC tax authorities. We could face material and adverse tax
consequences if the PRC tax authorities determine that the Contractual Arrangements with the Consolidated
Affiliated Entities were not entered into on an arm’s-length basis in such a way as to result in an
impermissible reduction in taxes under applicable PRC laws, rules and regulations, and adjust income of the
Consolidated Affiliated Entities in the form of a transfer pricing adjustment. A transfer pricing adjustment
could, among other things, result in a reduction of expense deductions recorded by the Consolidated
Affiliated Entities for PRC tax purposes, which could in turn increase its tax liabilities without reducing our
PRC subsidiaries’ tax expenses. In addition, the PRC tax authorities may impose late payment fees and
other penalties on the Consolidated Affiliated Entities for the adjusted but unpaid taxes according to the
applicable regulations. Our financial position could be materially and adversely affected if the Consolidated
Affiliated Entities’ tax liabilities increase or if they are required to pay late payment fees and other
penalties.

Substantial uncertainties exist with respect to the interpretation and implementation of the Foreign
Investment Law and how it may affect the viability of our current corporate structure, corporate
governance and business operations.

On March 15, 2019, the National People’s Congress of the PRC (¥ A R A1 2B A R R K E)
promulgated the Foreign Investment Law, which took effect on January 1, 2020. The Foreign Investment
Law replaced the Law on Sino-Foreign Equity Joint Ventures, the Law on Sino-Foreign Cooperative Joint
Ventures and the Law on Foreign Capital Enterprises and became the legal foundation for foreign
investment in the PRC. The Implementation Regulations for the Foreign Investment Law was promulgated
by the State Council on December 26, 2019, became effective on January 1, 2020, and replaced the
corresponding implementation rules of the Law on Sino-Foreign Equity Joint Ventures, the Law on Sino-
Foreign Cooperative Joint Ventures and the Law on Foreign-Capital Enterprises. The Foreign Investment
Law stipulates certain forms of foreign investment. However, the Foreign Investment Law does not
explicitly stipulate contractual arrangements such as those we rely on as a form of foreign investment.

Notwithstanding the above, the Foreign Investment Law stipulates that foreign investment includes
“foreign investors investing through any other methods under laws, administrative regulations or provisions
prescribed by the State Council.” Future laws, administrative regulations or provisions prescribed by the
State Council may possibly regard contractual arrangements as a form of foreign investment. If this
happens, it is uncertain whether our Contractual Arrangements with the Consolidated Affiliated Entities,
their respective subsidiaries and shareholders would be recognized as foreign investment, or whether our
Contractual Arrangements would be deemed to be in violation of the foreign investment access
requirements. As well as the uncertainty on how our Contractual Arrangements will be handled, there is
substantial uncertainty regarding the interpretation and the implementation of the Foreign Investment Law.
The relevant government authorities have broad discretion in interpreting the law. Therefore, there is no
guarantee that our Contractual Arrangements, the business of the Consolidated Affiliated Entities and our
financial conditions will not be materially and adversely affected.
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Our holding company in the Cayman Islands, the Consolidated Affiliated Entities, and investors of the
Company face uncertainty about potential future actions by the PRC government that could affect the
enforceability of the Contractual Arrangements with the Consolidated Affiliated Entities and, consequently,
the business, financial condition, and results of operations of the Consolidated Affiliated Entities and the
Company as a group. Depending on future developments under the new Foreign Investment Law, we could
be required to unwind the Contractual Arrangements and/or dispose of the Consolidated Affiliated Entities,
which would have a material and adverse effect on our business, financial conditions and result of

operations.

We may lose the ability to use and enjoy assets held by the Consolidated Affiliated Entities that are
critical to the operation of our business if the Consolidated Affiliated Entities declare bankruptcy or
become subject to a dissolution or liquidation proceeding.

The Consolidated Affiliated Entities hold certain assets that may be critical to the operation of part of
our business. If the Registered Shareholders of the Consolidated Affiliated Entities breach the Contractual
Arrangements and voluntarily liquidate the Consolidated Affiliated Entities or their subsidiaries, or if the
Consolidated Affiliated Entities or their subsidiaries declare bankruptcy and all or part of their assets
become subject to liens or rights of third-party creditors or are otherwise disposed of without our consent,
we may be unable to continue some of our business activities, which could adversely affect our business,
financial condition and results of operations. In addition, if the Consolidated Affiliated Entities or their
subsidiaries undergo involuntary liquidation proceedings, third-party creditors may claim rights to some or
all of their assets, thereby hindering our ability to operate part of our business, which could adversely affect

our business, financial condition and results of operations.

If we exercise the option to acquire equity interest of the Consolidated Affiliated Entities, the equity
interest transfer may subject us to certain limitations and substantial costs.

Pursuant to the Contractual Arrangements, our WFOE Entities have the irrevocable and exclusive
right to purchase all or any part of the relevant equity interests in the Consolidated Affiliated Entities from
the Registered Shareholders at any time and from time to time in their absolute discretion to the extent
permitted by PRC laws. This equity transfer may be subject to approvals from, filings with, or reporting to
competent PRC authorities, such as the Ministry of Commerce, the MIIT, the State Administration for
Market Regulation of the PRC (H 3 A RALHNE B 7 i1 Bl & AR ), and/or their local competent
branches. In addition, the equity transfer price may be subject to review and tax adjustment by the relevant
tax authorities. The equity transfer price to be received by the Registered Shareholders under the
Contractual Arrangements may also be subject to enterprise income tax, and these amounts could be
substantial.

Risks Relating to Doing Business in China

Changes in China’s economic, political or social conditions or government policies could have a material
adverse effect on our business, financial conditions and results of operations.

Substantially all of our operations are located in China. Accordingly, our business, prospects, financial
condition and results of operations may be affected to a significant degree by political, economic and social
conditions in China generally.
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The Chinese economy differs from the economies of most developed countries in many respects,
including the degree of government involvement, level of development, growth rate, control of foreign
exchange and allocation of resources. Although the Chinese government has implemented measures
emphasizing the utilization of market forces for economic reform, the reduction of state ownership of
productive assets and the establishment of improved corporate governance in business enterprises, a
substantial portion of productive assets in China are still owned or controlled by the government. In
addition, the Chinese government continues to play a significant role in regulating industry development by
imposing industrial policies. The Chinese government also exercises significant control over China’s
economic growth by allocating resources, controlling payment of foreign currency-denominated obligations,

setting monetary policy and providing preferential treatment to particular industries or companies.

While the Chinese economy has experienced significant growth over the past decades, growth has
been uneven, both geographically and among various sectors of the economy. The Chinese government has
implemented various measures to encourage economic growth and guide the allocation of resources. Some
of these measures may benefit the overall Chinese economy, but may have a negative effect on us. For
example, our financial condition and results of operations may be adversely affected by government control
over capital investments or changes in tax regulations. The growth rate of the Chinese economy has
gradually slowed since 2010. COVID-19 has had a significant impact on the Chinese economy in 2021 and
2022. Any prolonged slowdown in the Chinese economy may reduce the demand for our products and
services and materially and adversely affect our business and results of operations.

Uncertainties with respect to the PRC legal system could adversely affect us.

The PRC legal system is a civil law system based on written statutes, where prior court decisions have
limited precedential value. The PRC legal system is evolving rapidly, and the interpretations of many laws,
regulations and rules may contain inconsistencies and enforcement of these laws, regulations and rules
involves uncertainties.

In particular, PRC laws and regulations concerning internet-related industries and the financial
services industry are developing and evolving. Although we have taken measures to comply with the laws
and regulations applicable to our business operations and to avoid conducting any non-compliant activities
under these laws and regulations, the PRC governmental authorities may promulgate new laws and
regulations regulating internet-related and financial services industries. We cannot assure you that our
business operations would not be deemed to violate any such new PRC laws or regulations. Moreover,
developments in internet-related industries and the financial services industry may lead to changes in PRC
laws, regulations and policies or in the interpretation and application of existing laws, regulations and
policies, which in turn may limit or restrict us, and could materially and adversely affect our business and
operations.

From time to time, we may have to resort to administrative and court proceedings to enforce our legal
rights. However, since PRC judicial and administrative authorities have significant discretion in interpreting
and implementing statutory and contractual terms, it may be more difficult to predict the outcome of a

judicial or administrative proceeding than in more developed legal systems. These uncertainties may impede
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our ability to enforce the contracts we have entered into and could materially and adversely affect our

business and results of operations.

Furthermore, the PRC legal system is based, in part, on government policies and internal rules, some
of which are not published in a timely manner, or at all, but which may have retroactive effect. As a result,
we may not always be aware of any potential violation of these policies and rules. Such unpredictability
towards our contractual, property (including intellectual property) and procedural rights could adversely

affect our business and impede our ability to continue our operations.

The PRC government has significant oversight over the conduct of our business and it has recently
indicated an intent to exert more oversight over offerings that are conducted overseas and foreign
investment in China-based issuers. Any such action could significantly limit or completely hinder our
ability to offer or continue to offer securities to investors and cause the value of such securities to

significantly decline or be worthless.

We may be adversely affected by the complexity, uncertainties and changes in PRC regulation of
internet-related businesses and companies.

The PRC government extensively regulates the internet industry, including foreign ownership of, and
the licensing and permit requirements pertaining to, companies operating in the internet industry. These
internet-related laws and regulations are relatively new and evolving, and their interpretation and
enforcement involve significant uncertainties. As a result, in certain circumstances it may be difficult to
determine what actions or omissions may be deemed to be in violation of applicable laws and regulations.

We only have contractual control over the Consolidated Affiliated Entities. Such corporate structure
may subject us to sanctions and compromise the enforceability of related Contractual Arrangements, which
may result in significant disruption to our business.

The evolving PRC regulatory system for the internet industry may lead to the establishment of new
regulatory agencies. For example, in May 2011, the State Council announced the establishment of the State
Internet Information Office (with the involvement of the State Council Information Office, the MIIT and the
Ministry of Public Security). The primary role of the State Internet Information Office is to enable policy-
making and legislative development in this field, to direct and coordinate with the relevant departments in
connection with online content administration and to deal with cross-ministry regulatory matters relating to
the internet industry.

The interpretation and application of existing PRC laws, regulations and policies and possible new
laws, regulations or policies relating to the internet industry have created substantial uncertainties regarding
the legality of existing and future foreign investments in, and the businesses and activities of, internet
businesses in China, including our business. We cannot assure you that we have obtained all the permits or
licenses required for conducting our business in China or will be able to maintain our existing licenses or
obtain new ones. If the PRC government considers that we were operating without the proper approvals,
licenses or permits or promulgates new laws and regulations that require additional approvals or licenses or
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imposes additional restrictions on the operation of any part of our business, it may levy fines, confiscate our
income, revoke our business licenses, and require us to discontinue our business or impose restrictions on
the affected portion of our business. Any of these actions may have a material adverse effect on our
business and results of operations. For details on PRC regulations which may affect our business, see

“Regulatory Overview.”

The PRC government’s significant oversight and discretion over our business operations could result in
a material adverse change in our operations and the value of our Shares or ADSs.

We conduct our business primarily through our subsidiaries and the Consolidated Affiliated Entities
and their subsidiaries in China. Our operations in China are governed by PRC laws and regulations. The
PRC government has significant oversight and discretion over the conduct of our business, and it may
intervene in or influence our operations as it deems appropriate to advance regulatory and societal goals and
policy positions. Historically, the PRC government had published new regulations and policies that
significantly affected our industry. For example, we ceased to enable the offering of peer-to-peer products
in August 2019 and also stopped using funding from peer-to-peer individual investors as a funding source
for our retail credit and enablement business in 2019 in response to new regulations on peer-to-peer lending.
Also, our retail credit and enablement service and other fees, to the extent they are deemed to be or related
to loan interest, are subject to restrictions on maximum interest rates on private lending permitted by the
relevant laws, regulations, policies or guidance. We cannot rule out the possibility that the PRC government
will release additional regulations or policies in the future that directly or indirectly affect our industry or
require us to seek additional permission to continue our operations, which could result in a material adverse
change in our operation and/or the value of our Shares or ADSs. In addition, implementation of industry-
wide regulations directly targeting our operations could cause the value of our securities to significantly
decline. Therefore, investors of the Company and our business face potential uncertainty from actions taken
by the PRC government affecting our business.

You may experience difficulties in effecting service of legal process, enforcing foreign judgments or
bringing actions in China against us or our management based on foreign laws.

We are a company incorporated under the laws of the Cayman Islands. However, we conduct
substantially all of our operations in China and substantially all of our assets are located in China. In
addition, most of our senior executive officers reside within China for a significant portion of the time and
many of them are PRC nationals. As a result, it may be difficult for you to effect service of process upon us
or our management inside mainland China. It may also be difficult for you to enforce the judgments
obtained in Hong Kong courts against us and our officers and Directors as none of them currently resides in
Hong Kong or has substantial assets located in Hong Kong. In addition, there is uncertainty as to whether
the courts of the Cayman Islands or the PRC would recognize or enforce judgments of Hong Kong courts

against us or such persons predicated.

The recognition and enforcement of foreign judgments are provided for under the PRC Civil Procedures
Law. PRC courts may recognize and enforce foreign judgments in accordance with the requirements of the
PRC Civil Procedures Law and other applicable laws, regulations and interpretations based either on treaties

between China and the country where the judgment is made or on principles of reciprocity between
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jurisdictions. In addition, according to the PRC Civil Procedures Law, the PRC courts will not enforce a
foreign judgment against us or the Directors and officers if they decide that the judgment violates the basic
principles of PRC laws or national sovereignty, security or public interest. As a result, it is uncertain whether

and on what basis a PRC court would enforce a judgment rendered by a court in Hong Kong.

In addition, the SEC, the U.S. Department of Justice and other U.S. or foreign authorities may also
have difficulties in bringing and enforcing actions, conducting investigations or collecting evidence against
us or our directors or executive officers in China. For example, under the newly amended Securities Law of
the PRC ( <P AR R J571%) ), effective March 1, 2020, overseas securities regulatory authorities
are prohibited from conducting direct investigations or evidence collection activities within the territories of
the PRC, and Chinese entities and individuals are prohibited from providing documents and information in
connection with any securities business activities to any organizations and/or persons aboard without the
prior consent of the securities regulatory authority of the State Council and the competent departments of
the State Council. Uncertainty remains with respect to how this regulation will be interpreted, implemented
or applied by the CSRC or other relevant government authorities. On February 24, 2023, the China
Securities Regulatory Commission, the State Secrecy Bureau, the State Archives Administration and the
Ministry of Finance jointly promulgated the Provisions on Strengthening the Confidentiality and File
Management Work Related to Overseas Issuance and Listing of Securities by Domestic Enterprises ( <BjiR
TR 85 A A SE B8 AN EE AT RE S A _E T B AR AR R TAERARE) ), which will come into effect on
March 31, 2023, together with the Trial Measures, and would replace the Provisions on Strengthening
Confidentiality and Archives Administration in Overseas Issuance and Listing of Securities issued in 2009.
The provisions aim to develop a gatekeeping mechanism in provision of information by domestic
enterprises to the relevant securities companies, securities service institutions, overseas regulatory
authorities or other entity or individual, so as to prevent sensitive information from leakage and prescribe

protective protocols for any residual sensitive information that still has to be provided.

It may be difficult for overseas regulators to conduct investigations or collect evidence within China.

Shareholder claims or regulatory investigation that are common in the United States generally are
difficult to pursue as a matter of law or practicality in China. For example, in China, there are significant
legal and other obstacles to providing information needed for regulatory investigations or litigation initiated
outside China. Although the authorities in China may establish a regulatory cooperation mechanism with
the securities regulatory authorities of another country or region to implement cross-border supervision and
administration, such cooperation with the securities regulatory authorities in the Unities States may not be
efficient in the absence of a mutual and practical cooperation mechanism. Furthermore, according to Article
177 of the PRC Securities Law, which became effective in March 2020, no overseas securities regulator is
allowed to directly conduct investigation or evidence collection activities within the territory of the PRC. In
addition, entities or individuals are prohibited from providing documents and information in connection
with any securities business activities to any organizations and/or persons abroad without the prior consent
of the securities regulatory authority of the State Council and the competent departments of the State
Council. While detailed interpretation of or implementation rules under Article 177 have yet to be
promulgated, the inability for an overseas securities regulator to directly conduct investigation or evidence

collection activities within China may further increase difficulties faced by you in protecting your interests.
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See also “—Risks Relating to Our Shares and ADSs—You may face difficulties in protecting your interests,
and your ability to protect your rights through Hong Kong or U.S. courts may be limited, because we are
incorporated under Cayman Islands law” for risks associated with investing in us as a Cayman Islands

company.

If we are classified as a PRC resident enterprise for PRC income tax purposes, such classification could
result in unfavorable tax consequences to us and our non-PRC Shareholders or ADS holders.

Under the PRC Enterprise Income Tax Law and its implementation rules, an enterprise established
outside of the PRC with a “de facto management body” within China is considered a “resident enterprise”
and generally will be subject to the enterprise income tax on its global income at the rate of 25%. The
implementation rules define the term “de facto management body” as the body that exercises full and
substantial control and overall management over the business, productions, personnel, accounts and
properties of an enterprise. The Notice Regarding the Determination of Chinese-Controlled Offshore-
Incorporated Enterprises as PRC Tax Resident Enterprises on the Basis of De Facto Management Bodies,
which was issued by the State Taxation Administration of the PRC (3£ A R ILANE I HZBIH ) on
April 22, 2009 and further amended on December 29, 2017, or Circular 82, which provides certain specific
criteria for determining whether the “de facto management body” of a PRC-controlled enterprise that is
incorporated offshore is located in China. Although Circular 82 only applies to offshore enterprises
controlled by PRC enterprises or PRC enterprise groups, not those controlled by PRC individuals or
foreigners, the criteria set forth in the circular may reflect the general position of the State Taxation
Administration of the PRC ("3 A\ RILHIE B KB H 4 )5)) on how the “de facto management body” text
should be applied in determining the tax resident status of all offshore enterprises. According to Circular 82,
an offshore incorporated enterprise controlled by a PRC enterprise or a PRC enterprise group will be
regarded as a PRC tax resident by virtue of having its “de facto management body” in China and will be
subject to PRC enterprise income tax on its global income only if all of the following conditions are met:
(i) the primary location of the day-to-day operational management is in the PRC; (ii) decisions relating to
the enterprise’s financial and human resource matters are made or are subject to approval by organizations
or personnel in the PRC; (iii) the enterprise’s primary assets, accounting books and records, company seals,
and board and shareholder resolutions are located or maintained in the PRC; and (iv) at least 50% of voting

board members or senior executives habitually reside in the PRC.

We believe none of our entities outside of China is a PRC resident enterprise for PRC tax purposes.
However, the tax resident status of an enterprise is subject to determination by the PRC tax authorities and
uncertainties remain with respect to the interpretation of the term “de facto management body.” If the PRC
tax authorities determine that we are a PRC resident enterprise for enterprise income tax purposes, we could
be subject to PRC tax at a rate of 25% on our worldwide income, which could materially reduce our net
income, and we may be required to withhold a 10% withholding tax from dividends we pay to our
Shareholders and ADS holders that are non-resident enterprises, subject to any reduction set forth in
applicable tax treaties. In addition, non-resident enterprise Shareholders and our ADS holders may be
subject to PRC tax at a rate of 10% on gains realized on the sale or other disposition of our Shares or ADSs,
if such income is treated as sourced from within the PRC. Furthermore, if we are deemed a PRC resident
enterprise, dividends payable to our non-PRC individual Shareholders and our ADS holders and any gain
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realized on the transfer of our Shares or ADSs by such Shareholders may be subject to PRC tax at a rate of
10% in the case of non-PRC enterprises or a rate of 20% in the case of non-PRC individuals unless a
reduced rate is available under an applicable tax treaty. It is unclear whether non-PRC Shareholders of the
Company would be able to claim the benefits of any tax treaties between their country or area of tax
residence and the PRC in the event that we are treated as a PRC resident enterprise. Any such tax may

reduce the returns on your investment in our Shares or ADSs.

We face uncertainties with respect to indirect transfer of equity interests in PRC resident enterprises by
their non-PRC holding companies.

We face uncertainties regarding the reporting on and consequences of previous private equity
financing transactions involving the transfer and exchange of Shares in the Company by non-resident
investors. In February 2015, the State Taxation Administration of the PRC (H%g A [ A 5 B B A8 J))
issued the Bulletin on Issues of Enterprise Income Tax on Indirect Transfers of Assets by Non-PRC
Resident Enterprises, or Bulletin 7. Pursuant to Bulletin 7, an “indirect transfer” of PRC assets, including a
transfer of equity interests in an unlisted non-PRC holding company of a PRC resident enterprise by
non-PRC resident enterprises may be re-characterized and treated as a direct transfer of the underlying PRC
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, and the transferee or other person who is obligated to
pay for the transfer is obligated to withhold the applicable taxes, currently at a rate of 10% for the transfer
of equity interests in a PRC resident enterprise.

On October 17, 2017, the State Taxation Administration of the PRC ("3E A B A 5 B 5 B % 48 7))
issued the Announcement of the State Administration of Taxation on Issues Concerning the Withholding of
Non-resident Enterprise Income Tax at Source, or Bulletin 37, which came into effect on December 1,
2017. Bulletin 37 further clarifies the practice and procedure of the withholding of non-resident enterprise
income tax.

We face uncertainties on the reporting and consequences of past or future private equity financing
transactions, share exchanges or other transactions involving the transfer of Shares in the Company by
investors that are non-PRC resident enterprises. The PRC tax authorities may pursue such non-resident
enterprises with respect to a filing or the transferees with respect to withholding obligations, and request our
PRC subsidiaries to assist in the filing. As a result, we and non-resident enterprises in such transactions may
become at risk of being subject to filing obligations or being taxed under Bulletin 7 and Bulletin 37, and
may be required to expend valuable resources to comply with them or to establish that we and our
non-resident enterprises should not be taxed under these regulations, which may have a material adverse
effect on our financial condition and results of operations.

The PRC tax authorities have the discretion under Bulletin 7 to make adjustments to the taxable
capital gains based on the difference between the fair value of the taxable assets transferred and the cost of
investment. If the PRC tax authorities make adjustments to the taxable income of the transactions under

Bulletin 7, our income tax costs associated with such transactions will be increased, which may have an
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adverse effect on our financial condition and results of operations. We cannot assure you that the PRC tax
authorities will not, at their discretion, adjust any capital gains and impose tax return filing obligations on us
or require us to provide assistance to them for the investigation of any transactions we were involved in.
Heightened scrutiny over acquisition transactions by the PRC tax authorities may have a negative impact on

potential acquisitions we may pursue in the future.

If our preferential tax treatments and government subsidies are revoked or become unavailable or if the
calculation of our tax liability is successfully challenged by the PRC tax authorities, we may be required
to pay tax, interest and penalties in excess of our tax provisions.

The Chinese government has provided various tax incentives to our PRC subsidiary, primarily in the
form of reduced enterprise income tax rates. For example, under the Enterprise Income Tax Law and its
implementation rules, the statutory enterprise income tax rate is 25%. However, the income tax of an
enterprise that has been determined to be a high and new technology enterprise can be reduced to a
preferential rate of 15%. In addition, certain of our PRC subsidiaries enjoy local government subsidies. Any
increase in the enterprise income tax rate applicable to our PRC subsidiary in China, or any discontinuation,
retroactive or future reduction or refund of any of the preferential tax treatments and local government
subsidies currently enjoyed by our PRC subsidiary in China, could adversely affect our business, financial
condition and results of operations.

Further, in the ordinary course of our business, we are subject to complex income tax and other tax
regulations, and significant judgment is required in the determination of a provision for income taxes.
Although we believe our tax provisions are reasonable, if the PRC tax authorities successfully challenge our
position and we are required to pay tax, interest and penalties in excess of our tax provisions, our financial
condition and results of operations would be materially and adversely affected.

Failure to make adequate contributions to various employee benefit plans and withhold individual
income tax on employees’ salaries as required by PRC regulations or comply with laws and regulations
on other employment practices may subject us to penalties.

Companies operating in China are required to participate in various government sponsored employee
benefit plans, including certain social insurance, housing funds and other welfare-oriented payment
obligations, and contribute to the plans in amounts equal to certain percentages of salaries, including
bonuses and allowances, of our employees up to a maximum amount specified by the local government
from time to time at locations where we operate our businesses. The requirement of employee benefit plans
has not been implemented consistently by the local governments in China given the different levels of
economic development in different locations. Companies operating in China are also required to withhold
individual income tax on employees’ salaries based on the actual salary of each employee upon payment.
With respect to the underpaid employee benefits, we may be required to complete registrations, make up the
contributions for these plans as well as to pay late fees and fines. With respect to the under-withheld
individual income tax, we may be required to make up sufficient withholding and pay late fees and fines.
Furthermore, we have engaged third-party human resources agencies to pay on our behalf for some of our
employees, and relevant governmental authority may not recognize the social insurance and housing funds

contributions that were paid by third parties on our behalf. If this happens, we may be required to make
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addition payments or repay these contributions. If we are subject to late fees or fines in relation to the
underpaid employee benefits and under-withheld individual income tax, our financial condition and results
of operations may be adversely affected. We may also be subject to regulatory investigations and other
penalties if our other employment practices are deemed to be in violation of relevant PRC laws and
regulations.

The enforcement of the PRC Labor Contract Law and other labor-related regulations in the PRC may
subject us to penalties or liabilities.

The PRC Labor Contract Law, which was enacted in 2008 and amended in 2012, introduced specific
provisions related to fixed-term employment contracts, part-time employment, probationary periods,
consultation with labor unions and employee assemblies, employment without a written contract, dismissal
of employees, severance, and collective bargaining to enhance previous PRC labor laws. Under the Labor
Contract Law, an employer is obligated to sign a non-fixed term labor contract with any employee who has
worked for the employer for ten consecutive years. Further, if an employee requests or agrees to renew a
fixed-term labor contract that has already been entered into twice consecutively, the resulting contract, with
certain exceptions, must have a non-fixed term, subject to certain exceptions. With certain exceptions, an
employer must pay severance to an employee where a labor contract is terminated or expires. In addition,
the PRC governmental authorities have continued to introduce various new labor-related regulations since
the effectiveness of the Labor Contract Law.

These laws and regulations designed to enhance labor protection tend to increase our labor costs. In
addition, as the interpretation and implementation of these regulations are still evolving, our employment
practices may not at all times be deemed in compliance with the regulations. As a result, we could be
subject to penalties or incur significant liabilities in connection with labor disputes or investigations.

The M&A Rules and certain other PRC regulations may make it more difficult for us to pursue growth
through acquisitions.

The Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors, or the
M&A Rules, adopted by six PRC regulatory agencies in 2006 and amended in 2009, and some other
regulations and rules concerning mergers and acquisitions established complex procedures and requirements
for acquisition of Chinese companies by foreign investors, including requirements in some instances that the
Ministry of Commerce of the PRC be notified in advance of any change-of-control transaction in which a
foreign investor takes control of a PRC domestic enterprise. Moreover, the Anti-Monopoly Law
promulgated by the Standing Committee of the National People’s Congress of the PRC (%2 A\ [ LA 2
NRACE K& HHZ B E), which was amended in June 2022, requires that transactions which are deemed
concentrations and involve parties with specified turnover thresholds must be cleared by the Ministry of
Commerce before they can be completed. On February 7, 2021, the Anti-Monopoly Committee of the State
Council published the Anti-Monopoly Guidelines for the Internet Platform Economy Sector, which
stipulates that if any mergers, acquisitions, and obtaining control or a decisive influence over another entity
(collectively, ‘“concentration of undertakings”) involves any Consolidated Affiliated Entities, such
Consolidated Affiliated Entities shall fall within the scope of anti-monopoly review. If a concentration of

undertakings meets the criteria for declaration as stipulated by the State Council, an operator shall report
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such concentration of undertakings to the anti-monopoly law enforcement agency under the State Council in
advance. Due to the enhanced implementation of the Anti-Monopoly Law, we may be under heightened
regulatory scrutiny, which will increase our compliance costs and subject us to heightened risks and

challenges.

In addition, the security review rules issued by the Ministry of Commerce and became effective in
September 2011 specify that mergers and acquisitions by foreign investors that raise “national defense and
security” concerns and mergers and acquisitions through which foreign investors may acquire de facto
control over domestic enterprises that raise “national security” concerns are subject to strict review by the
Ministry of Commerce, and the rules prohibit any activities attempting to bypass a security review,
including by structuring the transaction through a proxy or contractual control arrangement. These laws and
regulations are continually evolving as the Foreign Investment Law was newly enacted on January 1, 2020.
On December 19, 2020, the Measures for the Security Review for Foreign Investment were jointly issued
by the NDRC and Ministry of Commerce, which stipulates detailed rules for foreign investment that is
subject to security review. Furthermore, this new rule provides that if foreign investors or relevant parties in
China intend to invest in crucial information technology and internet products and services, or in crucial
financial services, or in other fields which relate to national security, they shall report to the office in

advance for a security review.

In the future, we may pursue potential strategic acquisitions that are complementary to our business
and operations. Complying with the requirements of the above-mentioned regulations and other rules to
complete such transactions could be time-consuming, and any required approval processes, including
obtaining approval or clearance from the Ministry of Commerce and obtaining approval from or reporting to
the anti-monopoly law enforcement agency, may delay or inhibit our ability to complete such transactions,
which could affect our ability to expand our business or maintain our market share. Furthermore, according
to the M&A Rules, if a PRC entity or individual plans to merger or acquire its related PRC entity through an
overseas company legitimately incorporated or controlled by such entity or individual, such a merger and
acquisition will be subject to examination and approval by the Ministry of Commerce. The application and
interpretations of M&A Rules are still uncertain, and there is possibility that the PRC regulators may
promulgate new rules or explanations requiring that we obtain approval of the Ministry of Commerce for
our completed or ongoing mergers and acquisitions. There is no assurance that we can obtain such approval
from the Ministry of Commerce for our mergers and acquisitions, and if we fail to obtain those approvals,
we may be required to suspend our acquisition and be subject to penalties. Any uncertainties regarding such
approval requirements could have a material adverse effect on our business, results of operations and
corporate structure.

PRC regulations relating to offshore investment activities by PRC residents may limit our PRC
subsidiaries’ ability to change their registered capital or distribute profits to us or otherwise expose us or
our PRC resident beneficial owners to liability and penalties under PRC laws. In addition, any failure to
comply with PRC regulations with respect to registration requirements for offshore financing may
subject us to legal or administrative sanctions.

In July 2014, SAFE promulgated the Circular on Relevant Issues Concerning Foreign Exchange
Control on Domestic Residents’ Offshore Investment and Financing and Roundtrip Investment Through
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Special Purpose Vehicles, or SAFE Circular 37. SAFE Circular 37 requires PRC residents (including PRC
individuals and PRC corporate entities as well as foreign individuals that are deemed as PRC residents for
foreign exchange administration purpose) to register with SAFE or its local branches in connection with
their direct or indirect offshore investment activities. SAFE Circular 37 further requires amendment to the
SAFE registrations in the event of any changes with respect to the basic information of the offshore special
purpose vehicle, such as change of a PRC individual shareholder, name and operation term, or any
significant changes with respect to the offshore special purpose vehicle, such as increase or decrease of
capital contribution, share transfer or exchange, or mergers or divisions. SAFE Circular 37 is applicable to
our Shareholders who are PRC residents and may be applicable to any offshore acquisitions that we make in
the future.

Under these foreign exchange regulations, PRC residents who make, or have previously made, prior to
the implementation of these foreign exchange regulations, direct or indirect investments in offshore
companies are required to register those investments. In addition, any PRC resident who is a direct or
indirect shareholder of an offshore company is required to update its previously filed SAFE registration, to
reflect any material change involving its round-trip investment. If any PRC shareholder fails to make the
required registration or update the previously filed registration, the PRC subsidiary of that offshore parent
company may be restricted from distributing their profits and the proceeds from any reduction in capital,
share transfer or liquidation to their offshore parent company, and the offshore parent company may also be
restricted from injecting additional capital into its PRC subsidiary. Moreover, failure to comply with the
various foreign exchange registration requirements described above could result in liability under PRC laws
for evasion of applicable foreign exchange restrictions, including (i) the requirement by SAFE to return the
foreign exchange remitted overseas or into the PRC within a period of time specified by SAFE, with a fine
of up to 30% of the total amount of foreign exchange remitted overseas or into PRC and deemed to have
been evasive or illegal and (ii) in circumstances involving serious violations, a fine of no less than 30% of
and up to the total amount of remitted foreign exchange deemed evasive or illegal.

We are committed to complying with and to ensuring that our Shareholders who are subject to these
regulations will comply with the SAFE rules and regulations. However, due to the inherent uncertainty in
the implementation of the regulatory requirements by the PRC authorities, such registration might not be
always practically available in all circumstances as prescribed in those regulations. In addition, we may not
always be able to compel them to comply with SAFE Circular 37 or other related regulations. We cannot
assure you that SAFE or its local branches will not release explicit requirements or interpret the PRC laws
and regulations otherwise. We may not be fully informed of the identities of all our Shareholders or
beneficial owners who are PRC residents, and we cannot provide any assurance that all of our Shareholders
and beneficial owners who are PRC residents will comply with our request to make, obtain or update any
applicable registrations or comply with other requirements under SAFE Circular 37 or other related rules in

a timely manner.

Because there is uncertainty concerning the reconciliation of these foreign exchange regulations with
other approval requirements, it is unclear how these regulations, and any future regulation concerning
offshore or cross-border transactions, will be interpreted, amended and implemented by the governmental
authorities. We cannot predict how these regulations will affect our business operations or future strategy.
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For example, we may be subject to a more stringent review and approval process with respect to our foreign
exchange activities, such as remittance of dividends and foreign-currency-denominated borrowings, which
may adversely affect our results of operations and financial condition. This may restrict our ability to
implement our acquisition strategy and could adversely affect our business and prospects.

In addition, our offshore financing activities, such as the issuance of foreign debt, are also subject to
PRC laws and regulations. In accordance with such laws and regulations, we may be required to complete
filing and registration with the NDRC prior to such activities. Failure to comply with the requirements may
result in administrative meeting, warning, notification and other regulatory penalties and sanctions.

We may be materially and adversely affected if our Shareholders and beneficial owners who are PRC
entities fail to comply with the PRC overseas investment regulations.

On December 26, 2017, the NDRC promulgated the Administrative Measures on Overseas
Investments, which took effect as of March 1, 2018. According to this regulation, non-sensitive overseas
investment projects are subject to record-filing requirements with the local branch of the NDRC. On
September 6, 2014, the Ministry of Commerce promulgated the Administrative Measures on Overseas
Investments, which took effect as of October 6, 2014. According to this regulation, overseas investments of
PRC enterprises that involve non-sensitive countries and regions and non-sensitive industries are subject to
record-filing requirements with a local branch of Ministry of Commerce. According to the Circular of the
State Administration of Foreign Exchange on Issuing the Regulations on Foreign Exchange Administration
of the Overseas Direct Investment of Domestic Institutions, which was promulgated by SAFE, on July 13,
2009 and took effect on August 1, 2009, PRC enterprises must register for overseas direct investment with a
local SAFE branch.

We may not be fully informed of the identities of all our Shareholders or beneficial owners who are
PRC entities, and we cannot provide any assurance that all of our Shareholders and beneficial owners who
are PRC entities will comply with our request to complete the overseas direct investment procedures under
the aforementioned regulations or other related rules in a timely manner, or at all. If they fail to complete
the filings or registrations required by the overseas direct investment regulations, the authorities may order
them to suspend or cease the implementation of such investment and make corrections within a specified
time, which may adversely affect our business, financial condition and results of operations.

Any failure to comply with PRC regulations regarding the registration requirements for employee stock
incentive plans may subject our plan participants or us to fines and other legal or administrative
sanctions.

In February 2012, SAFE promulgated the Notices on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plan of Overseas Publicly Listed
Company, replacing earlier rules promulgated in 2007. Pursuant to these rules, PRC citizens and non-PRC
citizens who reside in China for a continuous period of not less than one year and participate in any stock
incentive plan of an overseas publicly listed company, subject to a few exceptions, are required to register
with SAFE through a domestic qualified agent, which could be the PRC subsidiaries of such overseas-listed

company, and complete certain other procedures. In addition, an overseas-entrusted institution must be
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retained to handle matters in connection with the exercise or sale of stock options and the purchase or sale
of shares and interests. We and our executive officers and other employees who are PRC citizens or who
reside in China for a continuous period of not less than one year and who have been granted options are
subject to these regulations since the Company is an overseas-listed company. Failure to complete SAFE
registrations may subject them to fines and legal sanctions, and may also limit our ability to contribute
additional capital into our PRC subsidiaries and limit our PRC subsidiaries’ ability to distribute dividends to
us. We also face regulatory uncertainties that could restrict our ability to adopt additional incentive plans for

the Directors, executive officers and employees under PRC law.

In addition, the State Taxation Administration of the PRC ("3 A B L7180 KBl % 48 5) has issued
certain circulars concerning employee share options and restricted shares. Under these circulars, our
employees working in China who exercise share options and/or are granted restricted shares will be subject
to PRC individual income tax. Our PRC subsidiaries have obligations to file documents related to employee
share options and/or restricted shares with tax authorities and to withhold individual income taxes of those
employees who exercise their share options. If our employees fail to pay or we fail to withhold their income
taxes according to laws and regulations, we may face sanctions imposed by the tax authorities or other PRC
government authorities.

We may rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund any
cash and financing requirements we may have, and any limitation on the ability of our PRC subsidiaries
to make payments to us could have a material and adverse effect on our ability to conduct our business.

We are a Cayman Islands exempted company which acts as a holding company and we rely
principally on dividends and other distributions on equity from our PRC subsidiary for our cash
requirements, including the funds necessary to pay dividends and other cash distributions to our
shareholders for services of any debt we may incur. If our PRC subsidiary incurs debt on its own behalf in
the future, the instruments governing the debt may restrict its ability to pay dividends or make other
distributions to us. Under PRC laws and regulations, our PRC subsidiary, which is a foreign-owned
enterprise, may pay dividends only out of its accumulated profits as determined in accordance with PRC
accounting standards and regulations. In addition, a foreign-owned enterprise is required to set aside at least
10% of its accumulated after-tax profits each year, if any, to fund a certain statutory reserve fund, until the
aggregate amount of such fund reaches 50% of its registered capital. Such reserve funds cannot be
distributed to us as dividends. Some of our subsidiaries are required to allocate general risk reserves prior to
the distribution of dividends.

Our PRC subsidiaries generate essentially all of their revenue in Renminbi, which is not freely
convertible into other currencies. As a result, any restriction on currency exchange may limit the ability of
our PRC subsidiary to use its Renminbi revenues to pay dividends to us.

The PRC government may continue to strengthen its capital controls, and more restrictions and
substantial vetting process may be put forward by SAFE for cross-border transactions falling under both the
current account and the capital account. Any limitation on the ability of our PRC subsidiary to pay

dividends or make other kinds of payments to us could materially and adversely limit our ability to grow,
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make investments or acquisitions that could be beneficial to our business, pay dividends, or otherwise fund
and conduct our business.

In addition, the Enterprise Income Tax Law and its implementation rules provide that a withholding
tax rate of up to 10% will be applicable to dividends payable by Chinese companies to non-PRC-resident
enterprises unless otherwise exempted or reduced according to treaties or arrangements between the PRC
central government and governments of other countries or regions where the non-PRC-resident enterprises
are incorporated.

You may be subject to PRC income tax on dividends from us or on any gain realized on the transfer of
our Shares or ADSs.

Under the Enterprise Income Tax Law and its implementation rules, PRC withholding tax at a rate of
10% 1is generally applicable to dividends from PRC sources paid to investors that are resident enterprises
outside of China and that do not have an establishment or place of business in China, or that have an
establishment or place of business in China if the income is not effectively connected with the establishment
or place of business. Any gain realized on the transfer of shares by such investors is subject to 10% PRC
income tax if this gain is regarded as income derived from sources within China. Under the PRC Individual
Income Tax Law and its implementation rules, dividends from sources within China paid to foreign
individual investors who are not PRC residents are generally subject to a PRC withholding tax at a rate of
20% and gains from PRC sources realized by these investors on the transfer of shares are generally subject
to 20% PRC income tax. Any such PRC tax liability may be reduced by the provisions of an applicable tax
treaty.

Although substantially all of our business operations are in China, it is unclear whether the dividends
we pay with respect to our Shares or ADSs, or the gains realized from the transfer of our Shares or ADSs,
would be treated as income derived from sources within China and as a result be subject to PRC income tax
if we are considered a PRC resident enterprise. If PRC income tax is imposed on gains realized through the
transfer of our Shares or ADSs or on dividends paid to our non-resident investors, the value of your
investment in our Shares or ADSs may be materially and adversely affected. Furthermore, our Shareholders
whose jurisdictions of residence have tax treaties or arrangements with China may not qualify for benefits
under these tax treaties or arrangements.

In addition, pursuant to the Double Tax Avoidance Arrangement between Hong Kong and China, if a
Hong Kong resident enterprise owns more than 25% of the equity interest of a PRC company at all times
during the twelve-month period immediately prior to obtaining a dividend from such company, the 10%
withholding tax on the dividend is reduced to 5%, provided that certain other conditions and requirements
are satisfied at the discretion of the PRC tax authority. However, based on the Notice on Certain Issues with
Respect to the Enforcement of Dividend Provisions in Tax Treaties, issued in 2009 by the State Taxation
Administration of the PRC ("3 A [ ILAN B B Z B %5 44)5)), if the PRC tax authorities determine, in their
discretion, that a company benefits from the reduced income tax rate due to a structure or arrangement that
is primarily tax-driven, the PRC tax authorities may adjust the preferential tax treatment. If our Hong Kong

subsidiaries are determined by PRC government authorities as receiving benefits from reduced income tax
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rates due to a structure or arrangement that is primarily tax-driven, the dividends paid by our PRC
subsidiaries to our Hong Kong subsidiaries will be taxed at a higher rate, which will have a material adverse
effect on our financial performance.

PRC regulation of loans to and direct investment in PRC entities by offshore holding companies and
governmental control of currency conversion may delay or prevent us from using the proceeds of our
initial public offering to make loans or additional capital contributions to our PRC subsidiaries and the
Consolidated Affiliated Entities in China, which could materially and adversely affect our liquidity and
our ability to fund and expand our business.

We are an offshore holding company conducting our operations in China through our PRC subsidiary,
the Consolidated Affiliated Entities and their subsidiaries. We may make loans to our PRC subsidiary, the
Consolidated Affiliated Entities and its subsidiaries, or we may make additional capital contributions to our
PRC subsidiary, or we may establish new PRC subsidiaries and make capital contributions to these new
PRC subsidiaries, or we may acquire offshore entities with business operations in China in an offshore
transaction.

Most of these ways are subject to PRC regulations and approvals or registration. For example, loans
by us to our wholly owned PRC subsidiary to finance its activities cannot exceed statutory limits and must
be registered with the local counterpart of SAFE. If we decide to finance our wholly owned PRC subsidiary
by means of capital contributions, these capital contributions are subject to registration with the State
Administration for Market Regulation of the PRC (% A\ RN %< i B B BARR)) or its local
branch, reporting of foreign investment information with the Ministry of Commerce, or registration with
other governmental authorities in China. Due to the restrictions imposed on loans in foreign currencies
extended to PRC domestic companies, we are not likely to make such loans to the Consolidated Affiliated
Entities, which is a PRC domestic company. Further, we are not likely to finance the activities of the
Consolidated Affiliated Entities by means of capital contributions due to regulatory restrictions relating to
foreign investment in PRC domestic enterprises engaged in certain businesses.

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, or SAFE
Circular 19, effective June 2015, 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, the Notice from the State Administration of Foreign Exchange on
Relevant Issues Concerning Strengthening the Administration of Foreign Exchange Businesses, and the
Circular on Further Clarification and Regulation of the Issues Concerning the Administration of Certain
Capital Account Foreign Exchange Businesses. According to SAFE Circular 19, the flow and use of the
RMB capital converted from foreign currency-denominated registered capital of a foreign-invested
company is regulated such that RMB capital may not be used for the issuance of RMB entrusted loans, the
repayment of inter-enterprise loans or the repayment of banks loans that have been transferred to a third
party. Although SAFE Circular 19 allows RMB capital converted from foreign currency-denominated
registered capital of a foreign-invested enterprise to be used for equity investments within China, it also
reiterates the principle that RMB converted from the foreign currency-denominated capital of a foreign-
invested company may not be directly or indirectly used for purposes beyond its business scope. Thus, it is
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unclear whether SAFE will permit such capital to be used for equity investments in China in actual practice.
SAFE promulgated the Notice of the State Administration of Foreign Exchange on Reforming and
Standardizing the Foreign Exchange Settlement Management Policy of Capital Account, or SAFE Circular
16, effective on June 9, 2016, which reiterates some of the rules set forth in SAFE Circular 19, but changes
the prohibition against using RMB capital converted from foreign currency-denominated registered capital
of a foreign-invested company to issue RMB entrusted loans to a prohibition against using such capital to
issue loans to non-associated enterprises. Violations of SAFE Circular 19 and SAFE Circular 16 could
result in administrative penalties. SAFE Circular 19 and SAFE Circular 16 may significantly limit our
ability to transfer any foreign currency we hold, including the net proceeds from our initial public offering,
to our PRC subsidiary, which may adversely affect our liquidity and our ability to fund and expand our
business in China. On October 25, 2019, SAFE promulgated the Notice for Further Advancing the
Facilitation of Cross-border Trade and Investment, or SAFE Circular 28, which allows all foreign-invested
companies to use Renminbi converted from foreign currency-denominated capital for equity investments in
China, as long as the equity investment is genuine, does not violate applicable laws, and complies with the
negative list on foreign investment. However, since SAFE Circular 28 is newly promulgated, it is unclear

how SAFE and competent banks will carry this out in practice.

In light of the various requirements imposed by PRC regulations on loans to and direct investment in
PRC entities by offshore holding companies, we cannot assure you that we will be able to complete the
necessary government registrations or obtain the necessary government approvals on a timely basis, or at
all, with respect to future loans to our PRC subsidiary or Consolidated Affiliated Entities or future capital
contributions by us to our PRC subsidiary. As a result, uncertainties exist as to our ability to provide prompt
financial support to our PRC subsidiary or Consolidated Affiliated Entities when needed. If we fail to
complete such registrations or obtain such approvals, our ability to use the proceeds we received from our
initial public offering and to capitalize or otherwise fund our PRC operations may be negatively affected,
which could materially and adversely affect our liquidity and our ability to fund and expand our business.

Fluctuations in exchange rates could have a material and adverse effect on our results of operations and
the value of your investment.

The conversion of Renminbi into other currencies, including Hong Kong dollars and U.S. dollars, is
based on rates set by the People’s Bank of China. The Renminbi has fluctuated against the Hong Kong
dollar and U.S. dollar, at times significantly and unpredictably. The value of Renminbi against Hong Kong
dollar, U.S. dollar and other currencies is affected by changes in China’s political and economic conditions
and by China’s foreign exchange policies, among other things. We cannot assure you that Renminbi will not
appreciate or depreciate significantly in value against Hong Kong dollar and U.S. dollar in the future. It is
difficult to predict how market forces or PRC or U.S. government policy may impact the exchange rate
between Renminbi and the U.S. dollar in the future. Our exchange differences on translation of foreign
operations amounted to RMB614.7 million, RMB28.3 million, negative RMB1.6 billion (US$230.1 million)
in 2020, 2021 and 2022, respectively.

Substantially all of our income and expenses are denominated in Renminbi and our reporting currency
is Renminbi. Significant revaluation of the Renminbi may have a material and adverse effect on your
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investment. For example, to the extent that we need to convert U.S. dollars we receive from our financings
into Renminbi for our operations, appreciation of the Renminbi against U.S. dollar would reduce the
Renminbi amount we would receive from the conversion. Conversely, if we decide to convert Renminbi
into Hong Kong dollars or U.S. dollars for the purpose of paying dividends or for other business purposes,
appreciation of Hong Kong dollar or U.S. dollar against the Renminbi would reduce Hong Kong dollar or

U.S. dollar amount available to us.

Few hedging options are available in China to reduce our exposure to exchange rate fluctuations. We
have only engaged in limited hedging activities to date, in connection with our obligations under our
syndicated loan. While we may decide to enter into additional hedging transactions in the future, the
availability and effectiveness of these hedges may be limited and we may not be able to hedge our exposure
adequately or at all. In addition, our currency exchange losses may be magnified by PRC exchange control

regulations that restrict our ability to convert Renminbi into foreign currency.

Governmental control of currency conversion may limit our ability to utilize our income effectively and
affect the value of your investment.

The PRC government imposes controls on the convertibility of the Renminbi into foreign currencies
and, in certain cases, the remittance of currency out of China. We receive substantially all of our income in
Renminbi. Under our current corporate structure, our holding company, which is incorporated in the
Cayman Islands as an exempted company, may rely on dividend payments from our PRC subsidiary to fund
any cash and financing requirements payable outside of China. Under existing PRC foreign exchange
regulations, payments of current account items, including profit distributions, interest payments and trade
and service-related foreign exchange transactions, can be made in foreign currencies without prior approval
of SAFE by complying with certain procedural requirements. Specifically, under the existing exchange
restrictions, cash generated from the operations of our PRC subsidiary in China may be used to pay
dividends to the Company without prior approval of SAFE. However, approval from or registration with
appropriate government authorities is required where Renminbi is to be converted into foreign currency and
remitted out of China to pay capital expenses such as the repayment of loans denominated in foreign
currencies. As a result, we need to obtain SAFE approval to use cash generated from the operations of our
PRC subsidiary and Consolidated Affiliated Entity to pay any debts they may incur in a currency other than
Renminbi owed to entities outside China, or to make other capital expenditure payments outside China in a
currency other than Renminbi.

In addition, if any of our Shareholders who is subject to SAFE regulations fails to satisfy the
applicable overseas direct investment filing or approval requirement, the PRC government may restrict our
access to foreign currencies for current account transactions. If we are prevented from obtaining sufficient
foreign currency to satisfy our foreign currency demands, we may not be able to pay dividends in foreign
currencies to our Shareholders, including holders of the ADSs.

Recent litigation and negative publicity surrounding China-based companies listed in the United States
may negatively impact the trading price of our Shares or ADSs.

We believe that recent litigation and negative publicity surrounding companies with operations in

China that are listed in the United States have negatively impacted stock prices of these companies. Certain
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politicians in the United States have publicly warned investors to shun China-based companies listed in the
United States. Various equity-based research organizations have published reports on China-based
companies after examining their corporate governance practices, related party transactions, sales practices
and financial statements, and these reports have led to special investigations and listing suspensions on U.S.
national exchanges. Any similar scrutiny of us, regardless of its lack of merit, could cause the market price
of our Shares or ADSs to fall, divert management resources and energy, cause us to incur expenses in
defending ourselves against rumors, and increase the premiums we pay for director and officer insurance.

The approval of and filings with the CSRC or other PRC government authorities may be required in
connection with our offshore listings under PRC law, and, if required, we cannot predict whether we will
be able to obtain such approval or complete such filings or how long they might take.

The M&A Rules, adopted by six PRC regulatory agencies in 2006 and amended in 2009, require an
overseas special purpose vehicle formed for listing purposes through acquisitions of PRC domestic
companies and controlled by PRC persons or entities to obtain the approval of the CSRC prior to the listing
and trading of such special purpose vehicle’s securities on an overseas stock exchange. The interpretation
and application of the regulations remain unclear, and our offshore listings may ultimately require approval
of the CSRC. If the CSRC approval is required, it is uncertain whether we can or how long it will take us to
obtain the approval and, even if we obtain such CSRC approval, the approval could be rescinded. Any
failure to obtain or delay in obtaining the CSRC approval for any of our offshore listings, or a rescission of
such approval if obtained by us, would subject us to sanctions imposed by the CSRC or other PRC
regulatory authorities, which could include fines and penalties on our operations in China, restrictions or
limitations on our ability to pay dividends outside of China, and other forms of sanctions that may
materially and adversely affect our business, financial condition, and results of operations.

On July 6, 2021, the PRC government authorities issued the Opinions on Strictly Scrutinizing Illegal
Securities Activities in Accordance with the Law. These 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.

On February 17, 2023, the CSRC released a set of regulations consisting of 6 documents, including

the Trial Administrative Measures of Overseas Securities Offering and Listing by Domestic Enterprises
( CHENAZERIMNETRE S A T M 1T #HE) ), or the Trial Measures, and 5 supporting guidelines
(STEALEFES]) , collectively, the Filing Measures, effective March 31, 2023. The Filing Measures
establish a new filing-based regime to regulate overseas offerings and listings by domestic companies.
According to the Filing Measures, PRC domestic companies that seek to offer and list securities in overseas
markets, either in direct or indirect means, are required to fulfill the filing procedure with the CSRC and
report relevant information. The Trial Measures also sets certain regulatory red lines for overseas offerings
and listings by domestic enterprises. Furthermore, after offering or listing, the company shall report material
events to the CSRC within three working days after the occurrence and announcement of certain events,
including, among other things, the change of control, investigation or penalties imposed by relevant
authorities, the conversion of listing status or the transfer of listing board. Failure to comply with the filing
or reporting requirements for any offering, listing or any other capital raising activities, may result in fines
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and other penalties on the companies, the controlling shareholder and other responsible persons. For more
details of the Filing Measures, see “Regulatory Overview—Regulations Relating to M&A Rules and
Overseas Listing.”

On February 17, 2023, the CSRC also held a press conference for the release of the Trial Measures
and issued the Notice on Administration for the Filing of Overseas Offering and Listing by Domestic
Companies (BB A SESAMETT EiT#5R A LPERY M AT), which, among others, clarifies that the
domestic companies that have already been listed overseas before the effective date of the Trial Measures
(i.e., March 31, 2023) shall be deemed as existing applicants (fffE£{>2) (the “Existing Applicants”).
Existing applicants are not required to complete the filing procedures immediately, and they shall be
required to file with the CSRC when subsequent matters such as refinancing are involved. In addition, a six-
month transition period will be granted to domestic companies which, prior to the effective date of the Trial
Measures, have already obtained the approval from overseas regulatory authorities or stock exchanges (such
as pass of hearing for listing in Hong Kong or the effectiveness of registration statement for listing in the
U.S.), but have not completed the indirect overseas listing; if such domestic companies complete their
overseas offering and listing within such six-month period (i.e., before September 30, 2023), they will be
deemed as Existing Applicants. Within such six-month transition period, however, if such domestic
companies need to re-apply for offering and listing procedures to the overseas regulatory authority or
securities exchanges (such as being required to go through a new hearing procedure in Hong Kong), or if
they fail to complete their indirect overseas issuance and listing, such domestic companies shall complete
the filing procedures with the CSRC within three business days after submitting valid applications for
overseas offering and listing. Furthermore, for the overseas listing of companies with contractual
arrangements (VIE structure), the CSRC will solicit opinions from relevant regulatory authorities and
complete the filing of the overseas listing of companies with these domestic companies which duly meet
their compliance requirements, and support their development and growth by enabling them to utilize both
markets and their resources.

If we fail to file with the CSRC in a timely manner or at all, for any future offering (including, among
others, follow-on offerings, issuance of convertible corporate bonds and exchangeable bonds, and other
equivalent offering activities) pursuant to the Filing Measures due to our contractual arrangements, our ability
to raise or utilize funds could be materially and adversely affected, and we may even need to unwind our
contractual arrangements or restructure our business operations to rectify the failure to complete the filings.
However, as the Filing Measures were recently promulgated, there remain substantial uncertainties as to their
interpretation, application, and enforcement and how they will affect our operations and our future financing.

Relatedly, on December 27, 2021, the NDRC and the Ministry of Commerce jointly issued the Special
Administrative Measures (Negative List) for Foreign Investment Access (2021 Version), or the 2021
Negative List, which became effective on January 1, 2022. Pursuant to that, if a domestic company
engaging in the prohibited business stipulated in the 2021 Negative List seeks an overseas offering and
listing, it shall obtain the approval from the competent governmental authorities. Besides, the foreign
investors of the company shall not be involved in the company’s operation and management, and their
shareholding percentage shall be subject, mutatis mutandis, to the relevant regulations on the domestic
securities investments by foreign investors. On January 18, 2022, the spokesperson of the NDRC in a press
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conference confirmed that the foresaid provision is only applicable to the direct listing of domestic
enterprises involving in industries prohibited for foreign investment under the 2021 Negative List.
Nevertheless, as the 2021 Negative List is relatively new, there remain substantial uncertainties as to the
interpretation and implementation of these new requirements, and it is unclear as to whether and to what
extent listed companies like us will be subject to these new requirements. If we are required to comply with
these requirements and fail to do so on a timely basis, if at all, our business operation, financial conditions
and business prospect may be adversely and materially affected.

On February 24, 2023, the CSRC, jointly with other relevant governmental authorities, promulgated
the revised Provisions on Strengthening Confidentiality and Archives Management of Overseas Securities
Issuance and Listing by Domestic Enterprises, or the Confidentiality and Archives Management Provisions,
effective March 31, 2023. According to the Confidentiality and Archives Management Provisions, domestic
companies, whether offering and listing securities overseas directly or indirectly, must strictly abide by the
applicable laws and regulations when providing or publicly disclosing, either directly or through their
overseas listed entities, documents and materials to securities services providers such as securities
companies and accounting firms or overseas regulators in the process of their overseas offering and listing.
If such documents or materials contain any state secrets or governmental authorities work secrets, domestic
companies must obtain the approval from competent governmental authorities according to the applicable
laws, and file with the secrecy administrative department at the same level with the approving governmental
authority. Furthermore, the Confidentiality and Archives Management Provisions also provides that
securities companies and securities service providers shall also fulfill the applicable legal procedures when
providing overseas regulatory institutions and other relevant institutions and individuals with documents or
materials containing any state secrets or governmental authorities work secrets or other documents or
materials that, if divulged, will jeopardize national security or public interest.

On November 14, 2021, the CAC published the Draft Administration Regulations on Cyber Data
Security, which reiterates that a cybersecurity review will be imposed on the data processor who process
personal information of one million or more users and apply for foreign listing. The cybersecurity review
requirements would not apply to data processors who intend to list in Hong Kong unless the listing has or
may have an impact on national security. As advised by our PRC Legal Adviser, the Draft Administration
Regulations on Cyber Data Security were released for public comment only, and their provisions and
anticipated adoption or effective date may be subject to change and thus their interpretation and
implementation remain substantially uncertain. On December 28, 2021, the CAC, jointly with other 12
governmental authorities, promulgated the revised Measures for Cybersecurity Review ( %4 23 A i
%) ), which among others, stipulate that an online platform operator with personal information of over one
million users that intends to apply for foreign listing must be subject to the cybersecurity review. These
regulations remain unclear on whether the relevant requirements will be applicable to companies that have
been listed in the United States and intend to apply for listing on the Hong Kong Stock Exchange. We
cannot predict the impact of the Measures for Cybersecurity Review and the Draft Administration
Regulations on Cyber Data Security, if any, at this stage, and we will closely monitor and assess any
development in the rule-making process.
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In addition, we cannot assure you that any new rules or regulations promulgated in the future will not
impose additional requirements on us. If it is determined in the future that approval and filing from the CSRC
or other regulatory authorities or other procedures, including the cybersecurity review under the Cybersecurity
Review Measures, are required for our offshore listings, it is uncertain whether we can or how long it will take
us to obtain such approval or complete such filing procedures and any such approval or filing could be
rescinded or rejected. Any failure to obtain or delay in obtaining such approval or completing such filing
procedures for our offshore listings, or a rescission of any such approval or filing if obtained by us, would
subject us to sanctions by the CSRC or other PRC regulatory authorities for failure to seek CSRC approval or
filing or other government authorization for our offshore listings. These regulatory authorities may impose
fines and penalties on our operations in China, limit our ability to pay dividends outside of China, limit our
operating privileges in China, delay or restrict the repatriation of the proceeds from our offshore listings into
China or take other actions that could materially and adversely affect our business, financial condition, results
of operations, and prospects, as well as the trading price of our listed securities. The CSRC or other PRC
regulatory authorities also may take actions requiring us, or making it advisable for us, to halt our offshore
listings before settlement and delivery of the shares offered. Consequently, if investors engage in market
trading or other activities in anticipation of and prior to settlement and delivery, they do so at the risk that
settlement and delivery may not occur. In addition, if the CSRC or other regulatory authorities later
promulgate new rules or explanations requiring that we obtain their approvals or accomplish the required filing
or other regulatory procedures for our prior offshore listings, we may be unable to obtain a waiver of such
approval requirements, if and when procedures are established to obtain such a waiver. Any uncertainties or
negative publicity regarding such approval requirement could materially and adversely affect our business,
prospects, financial condition, reputation, and the trading price of our listed securities.

The PCAOB had historically been unable to inspect our auditor in relation to their audit work performed
for our financial statements and the inability of the PCAOB to conduct inspections of our auditor in the
past has deprived our investors with the benefits of such inspections.

Our auditor, the independent registered public accounting firm that issues the audit report included in
Appendix I of in this document, as an auditor of companies that are traded publicly in the United States and
a firm registered with the PCAOB, is subject to laws in the United States pursuant to which the PCAOB
conducts regular inspections to assess its compliance with the applicable professional standards. The auditor
is located in mainland China, a jurisdiction where the PCAOB was historically unable to conduct
inspections and investigations completely before 2022. As a result, we and investors in the ADSs were
deprived of the benefits of such PCAOB inspections. The inability of the PCAOB to conduct inspections of
auditors in China in the past has made it more difficult to evaluate the effectiveness of our independent
registered public accounting firm’s audit procedures or quality control procedures as compared to auditors
outside of China that are subject to the PCAOB inspections. On December 15, 2022, the PCAOB issued a
report that vacated its December 16, 2021 determination and removed mainland China and Hong Kong from
the list of jurisdictions where it is unable to inspect or investigate completely registered public accounting
firms. However, if the PCAOB determines in the future that it no longer has full access to inspect and
investigate completely accounting firms in mainland China and Hong Kong, and we use an accounting firm
headquartered in one of these jurisdictions to issue an audit report on our financial statements filed with the
Securities and Exchange Commission, we and investors in our ADSs would be deprived of the benefits of
such PCAOB inspections again, which could cause investors and potential investors in the ADSs to lose
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confidence in our audit procedures and reported financial information and the quality of our financial
statements.

Our ADSs may be prohibited from trading in the United States under the HFCAA in the future if the
PCAOB is unable to inspect or investigate completely auditors located in China. The delisting of the
ADSs, or the threat of their being delisted, may materially and adversely affect the value of your
investment.

Pursuant to the HFCAA, if the SEC determines that we have filed audit reports issued by a registered
public accounting firm that has not been subject to inspections by the PCAOB for two consecutive years,
the SEC will prohibit our shares or ADSs from being traded on a national securities exchange or in the
over-the-counter trading market in the United States.

On December 16, 2021, the PCAOB issued a report to notify the SEC of its determination that the
PCAOB was unable to inspect or investigate completely registered public accounting firms headquartered in
mainland China and Hong Kong and our auditor was subject to that determination. In May 2022, the SEC
conclusively listed us as a Commission-Identified Issuer under the HFCAA following the filing of our
annual report on Form 20-F for the fiscal year ended December 31, 2021. On December 15, 2022, the
PCAOB removed mainland China and Hong Kong from the list of jurisdictions where it is unable to inspect
or investigate completely registered public accounting firms. For this reason, our Directors are of the view
that we do not expect to be identified as a Commission-Identified Issuer under the HFCAA after we file our
annual report on Form 20-F for the fiscal year ended December 31, 2022 in April 2023. Based on the
Directors confirmation above and after reviewing the announcement released by the PCAOB on December
15, 2022 and the statement released by the Chair of SEC on the same date, nothing has come to the attention

of the Joint Sponsors that would cause them to disagree with the Directors’ view above.

Each year, the PCAOB will determine whether it can inspect and investigate completely audit firms in
mainland China and Hong Kong, among other jurisdictions. If the PCAOB determines in the future that it
no longer has full access to inspect and investigate completely accounting firms in mainland China and
Hong Kong and we use an accounting firm headquartered in one of these jurisdictions to issue an audit
report on our financial statements filed with the Securities and Exchange Commission, we would be
identified as a Commission-Identified Issuer following the filing of the annual report on Form 20-F for the
relevant fiscal year. In accordance with the HFCAA, our securities would be prohibited from being traded
on a national securities exchange or in the over-the-counter trading market in the United States if we are
identified as a Commission-Identified Issuer for two consecutive years in the future. If our shares and ADSs
are prohibited from trading in the United States, there is no certainty that a market for our shares will
develop outside of the United States. A prohibition of being able to trade in the United States would
substantially impair your ability to sell or purchase our ADSs when you wish to do so, and the risk and
uncertainty associated with delisting would have a negative impact on the price of our ADSs. Also, such a
prohibition would significantly affect our ability to raise capital on terms acceptable to us, or at all, which

would have a material adverse impact on our business, financial condition, and prospects.
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Risks Relating to Our Shares and ADSs

The trading price of our Shares or ADSs is likely to be volatile, which could result in substantial losses to
investors.

As of the Latest Practicable Date, the trading price of our ADSs has been volatile and has ranged from
a high of US$19.72 to a low of US$1.40 since our ADSs started to trade on the NYSE on October 30, 2020.
The trading price of our Shares, likewise, can be volatile for similar or different reasons after the Listing.
Volatility in trading price can result from broad market and industry factors, like the performance and
fluctuation of the market prices of other companies with business operations located mainly in China that
have listed their securities in Hong Kong or the United States. A number of Chinese companies have listed
or are in the process of listing their securities on Hong Kong or U.S. stock markets. The securities of some
of these companies have experienced significant volatility, including price declines in connection with their
initial public offerings. The trading performances of these Chinese companies’ securities after their
offerings may affect the attitudes of investors toward Chinese companies listed in Hong Kong or the United
States in general and consequently may impact the trading performance of our Shares or ADSs, regardless
of our actual operating performance.

In addition to market and industry factors, the price and trading volume for our Shares or ADSs may
be highly volatile for factors specific to our own operations, including the following:

. variations in our income, earnings and cash flow;

. announcements of new investments, acquisitions, strategic partnerships or joint ventures by us or
our competitors;

. announcements of new services and expansions by us or our competitors;

. changes in financial estimates by securities analysts;

. detrimental adverse publicity about us, our services or our industry;

. additions or departures of key personnel;

. expiration or release of lock-up or other transfer restrictions on our outstanding equity securities
or sales of additional equity securities;

. changes in relations between Hong Kong or the United States and China; and

. potential litigation or regulatory investigations.

Any of these factors may result in large and sudden changes in the volume and price at which our
Shares or ADSs trade.
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In the past, shareholders of public companies have often brought securities class action suits against
those companies following periods of instability in the market price of their securities. If we were involved
in a class action suit, it could divert a significant amount of our management’s attention and other resources
from our business and operations and require us to incur significant expenses to defend the suit, which
could harm our results of operations. Any such class action suit, whether or not successful, could harm our
reputation and restrict our ability to raise capital in the future. In addition, if a claim is successfully made
against us, we may be required to pay significant damages, which could have a material adverse effect on

our financial condition and results of operations.

If securities or industry analysts do not publish research or reports about our business, or if they
adversely change their recommendations regarding our Shares or ADSs, the market price for our Shares
or ADSs and trading volume could decline.

The trading market for our Shares or ADSs will be influenced by research or reports that industry or
securities analysts publish about our business. If one or more analysts who cover us downgrade our Shares
or ADSs, the market price for our Shares or ADSs would likely decline. If one or more of these analysts
cease to cover us or fail to regularly publish reports on us, we could lose visibility in the financial markets,
which in turn could cause the market price or trading volume for our Shares or ADSs to decline.

Techniques employed by short sellers may drive down the market price of our Shares and/or ADSs.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed
from a third party with the intention of buying identical securities back at a later date to return to the lender.
The short seller hopes to profit from a decline in the value of the securities between the sale of the borrowed
securities and the purchase of the replacement shares, as the short seller expects to pay less in that purchase
than it received in the sale. As it is in the short seller’s interest for the price of the security to decline, many
short sellers publish, or arrange for the publication of, negative opinions regarding the relevant issuer and its
business prospects in order to create negative market momentum and generate profits for themselves after
selling a security short. These short attacks have, in the past, led to selling of shares in the market.

Public companies that have substantially all of their operations in China have been the subject of short
selling. Much of the scrutiny and negative publicity has centered on allegations of a lack of effective
internal control over financial reporting resulting in financial and accounting irregularities and mistakes,
inadequate corporate governance policies or a lack of adherence thereto and, in many cases, allegations of
fraud. As a result, many of these companies are now conducting internal and external investigations into the

allegations and, in the interim, are subject to shareholder lawsuits and/or SEC enforcement actions.

It is not clear what effect such negative publicity could have on us. If we were to become the subject
of any unfavorable allegations, whether such allegations are proven to be true or untrue, we could have to
expend a significant amount of resources to investigate such allegations and/or defend ourselves. While we
would strongly defend against any such short seller attacks, we may be constrained in the manner in which
we can proceed against the relevant short seller by principles of freedom of speech, applicable state law or
issues of commercial confidentiality. Such a situation could be costly and time-consuming, and could
distract our management from growing our business. Even if such allegations are ultimately proven to be
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groundless, allegations against us could severely impact our business operations, and any investment in the

Shares and/or ADSs could be greatly reduced or even rendered worthless.

The sale or availability for sale of substantial amounts of our Shares or ADSs could adversely affect their
market price.

Sales of substantial amounts of our Shares or ADSs in the public market, or the perception that these
sales could occur, could adversely affect the market price of our Shares or ADSs and could materially
impair our ability to raise capital through equity offerings in the future. The ADSs sold in our initial public
offering in the United States in 2020 are freely tradable without restriction or further registration under the
U.S. Securities Act of 1933, and other Shares held by our existing Shareholders may also be sold in the
public market in the future subject to the restrictions in Rule 144 and Rule 701 under the U.S. Securities Act
of 1933. As of the Latest Practicable Date, we had 1,146,108,643 ordinary shares issued and outstanding
(excluding Shares underlying the ADSs repurchased by the Company pursuant to the share repurchase
programs and Shares issued to the Depositary for bulk issuance of ADSs reserved for future issuances upon
the exercise or vesting of options or awards granted under the Share Incentive Plans), of which 474,905,000
ordinary shares, or 41.4%, were held by members of the Ping An Group. Upon our listing on the Hong
Kong Stock Exchange, Shares held by our existing Shareholders (other than our Controlling Shareholders)
are not subject to any lock-up. We cannot predict what effect, if any, market sales of securities held by our
Shareholders or the availability of these securities for future sale will have on the market price of our Shares
or ADSs.

There can be no assurance that we will not be a passive foreign investment company, or PFIC, for
United States federal income tax purposes for any taxable year, which could subject United States
holders of our ADSs or Ordinary Shares to significant adverse United States income tax consequences.

We will be classified as a passive foreign investment company, or PFIC, for United States federal
income tax purposes for any taxable year if either (a) 75% or more of our gross income for such year
consists of certain types of “passive” income or (b) 50% or more of the value of our assets (generally
determined on the basis of a quarterly average) during such year produce or are held for the production of
passive income. We refer to the latter test as the asset test. Although the law in this regard is unclear, we
intend to treat the consolidated affiliated entities (including their subsidiaries, if any) as being owned by us
for United States federal income tax purposes, not only because we exercise effective control over the
operation of such entities but also because we are entitled to substantially all of their economic benefits,

and, as a result, we consolidate their results of operations in our consolidated financial statements.

Assuming that we are the owner of the consolidated affiliated entities (including their subsidiaries, if
any) for United States federal income tax purposes and based on the current and anticipated value of our
assets and the composition of our income and assets, including goodwill and other unbooked intangibles, we
do not believe we were a PFIC for our taxable year ended December 31, 2022. There can be no assurance
that we will not be a PFIC for the current taxable year or any future taxable year because PFIC status is a
factual determination made annually after the close of each taxable year that will depend, in part, on the
composition of our income and assets. Because the value of our assets for purposes of the asset test may be

determined by reference to the market price of our ADSs and/or Ordinary Shares, fluctuations in the market
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price of our ADSs and/or Ordinary Shares may cause us to become a PFIC for the current or subsequent
taxable years. In particular, recent declines in the market price of our ADSs and/or Ordinary Shares
significantly increased our risk of becoming a PFIC for the current taxable year. The market price of our
ADSs and/or Ordinary Shares may continue to fluctuate considerably and, consequently, we cannot assure
you of our PFIC status for any taxable year. In addition, the composition of our income and assets will also
be affected by how, and how quickly, we use our liquid assets. If we determine not to deploy significant
amounts of cash for active purposes or if it were determined that we do not own the stock of the
consolidated affiliated entities for United States federal income tax purposes, our risk of being a PFIC may
substantially increase. Based on the nature of our business and activities, it is also possible that the IRS may
challenge our classification of certain income and assets as non-passive, which may result in our company
being or becoming a PFIC for the current or future taxable years.

Because the amount, timing, and whether or not we distribute dividends at all is entirely at the discretion
of our Board, you must rely on price appreciation of our Shares or ADSs for return on your investment.

We paid a cash dividend to our Shareholders of US$0.68 per Share in April 2022 based on our net
profits for the financial year 2021. We announced a new policy of paying a semi-annual dividend equal to
between 20% and 40% of our net profits for each six-month period, and our first dividend under the new
policy was a cash dividend US$0.34 per Share paid to Shareholders in October 2022. Based on our current
policy, the amounts of dividends will vary based on the existence and amount of net profits that we can
generate. In addition, the amount, timing, and whether or not we actually distribute dividends at all remains
entirely at the discretion of our Board. Our Board has discretion as to whether to distribute dividends,
subject to certain requirements of Cayman Islands law. Our Board may revise our dividend policy, as it has
already done once, or it may choose to cancel our dividend policy entirely. In addition, our Shareholders
may by ordinary resolution declare a dividend, but no dividend may exceed the amount recommended by
the Directors. Under Cayman Islands law, a Cayman Islands company may pay a dividend out of either
profit or share premium account provided that in no circumstances may a dividend be paid if this would
result in the company being unable to pay its debts as they fall due in the ordinary course of business. Even
if our Board decides to declare and pay dividends, the timing, amount and form of future dividends, if any,
will depend on our future results of operations and cash flow, our capital requirements and surplus, the
amount of distributions, if any, received by us from our subsidiaries, our financial condition, contractual
restrictions and other factors deemed relevant by our Board. Accordingly, the return on your investment in
our Shares or ADSs will likely depend entirely upon any future price appreciation of our Shares or ADSs.
There is no guarantee that our Shares or ADSs will appreciate in value after the Listing or even maintain the
price at which you purchased our Shares or ADSs. You may not realize a return on your investment in our

Shares or ADSs, and you may even lose your entire investment in our Shares or ADSs.

Our Memorandum and Articles of Association and the deposit agreement purport to limit the jurisdiction
of courts for lawsuits relating to U.S. federal securities law, which could limit the ability of holders of our
Shares, the ADSs or other securities to obtain a favorable judicial forum for disputes with us, the
Directors and officers, the Depositary, and potentially others.

Our Memorandum and Articles of Association provide that the United States District Court for the
Southern District of New York (or, if the Southern District of New York lacks subject matter jurisdiction
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over a particular dispute, the state courts of New York County, New York) shall be the exclusive forum
within the United States for the resolution of any complaint asserting a cause of action arising out of or
relating in any way to the federal securities laws of the United States, regardless of whether such legal suit,
action, or proceeding also involves parties other than us. Our deposit agreement also provides that holders
and beneficial owners of ADSs agree that the United States District Court for the Southern District of New
York (or, if the United States District Court for the Southern District of New York lacks subject matter
jurisdiction over a particular dispute, the state courts in New York County, New York) shall have exclusive
jurisdiction over any suit, action or proceeding against or involving us or the Depositary, arising out of or
relating in any way to the deposit agreement or the transactions contemplated thereby or by virtue of
owning the ADSs. However, the enforceability of similar choice of forum provisions in other companies’
organizational documents has been challenged in legal proceedings in the United States, and it is possible
that a court could find this type of provision to be inapplicable, unenforceable, or inconsistent with other
documents that are relevant to the filing of such lawsuits. If a court were to find the choice of forum
provision contained in our Memorandum and Articles of Association to be inapplicable or unenforceable in
an action, we may incur additional costs associated with resolving such action in other jurisdictions. If
upheld, the forum selection clause in our Memorandum and Articles of Association and deposit agreement
may limit a security-holder’s ability to bring a claim against us, the Directors and officers, the Depositary
and potentially others in his or her preferred judicial forum, and this limitation may discourage such

lawsuits.

You may face difficulties in protecting your interests, and your ability to protect your rights through
Hong Kong or U.S. courts may be limited, because we are incorporated under Cayman Islands law.

We are an exempted company incorporated under the laws of the Cayman Islands. Our corporate
affairs are governed by our memorandum and articles of association, the Companies Act (As Revised) of
the Cayman Islands and the common law of the Cayman Islands. The rights of Shareholders to take action
against the Directors, actions by minority Shareholders and the fiduciary responsibilities of the Directors to
us under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands. The
common law of the Cayman Islands is derived in part from comparatively limited judicial precedent in the
Cayman Islands as well as from the common law of England, the decisions of whose courts are of
persuasive authority, but are not binding, on a court in the Cayman Islands. The rights of our Shareholders
and the fiduciary responsibilities of the Directors under Cayman Islands law are not as clearly established as
they would be under statutes or judicial precedent in Hong Kong or some jurisdictions in the United States.
In particular, the Cayman Islands has a less developed body of securities laws than Hong Kong or the
United States. Some U.S. states, such as Delaware, have more fully developed and judicially interpreted
bodies of corporate law than the Cayman Islands. In addition, Cayman Islands companies may not have
standing to initiate a shareholder derivative action in a Hong Kong court or a federal court of the United
States.

Shareholders of Cayman Islands exempted companies like us have no general rights under Cayman
Islands law to inspect corporate records, other than copies of the memorandum and articles of association,
the register of mortgages and charges and any special resolutions passed by our shareholders, or to obtain
copies of lists of shareholders of these companies. The Directors have discretion under our articles of
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association to determine whether or not, and under what conditions, our corporate records may be inspected
by our Shareholders, but are not obliged to make them available to our Shareholders, save that any register
held in Hong Kong shall during normal business hours (subject to such reasonable restrictions as the Board
may impose) be open to inspection by our Shareholder without charge and any other person on payment of
a fee of such amount not exceeding the maximum amount as may from time to time be permitted under the
Listing Rules as the Board may determine for each inspection, provided that we may be permitted to close
the register in terms equivalent to section 632 of the Companies Ordinance. This may make it more difficult
for you to obtain the information needed to establish any facts necessary for a shareholder motion or to

solicit proxies from other Shareholders in connection with a proxy contest.

Certain corporate governance practices in the Cayman Islands, which is our home country, differ
significantly from requirements for companies incorporated in other jurisdictions such as Hong Kong and
the United States. We have chosen to rely on the home country exemption from Section 303A.08 of the
NYSE Listed Company Manual, which requires that shareholders must be given the opportunity to vote on
all equity-compensation plans and material revisions thereto. In this respect, and in other respects if we
choose to follow home country practice in other respects in the future, our Shareholders may be afforded

less protection than they otherwise would under rules and regulations applicable to U.S. domestic issuers.

As a result of all of the above, our public Shareholders may have more difficulty in protecting their
interests in the face of actions taken by management, the Board member or Controlling Shareholders than
they would as public shareholders of a company incorporated in Hong Kong or the United States.

Certain judgments obtained against us by our Shareholders may not be enforceable.

We are a Cayman Islands company and substantially all of our assets are located outside of Hong
Kong and the United States. Substantially all of our current operations are conducted in China. In addition,
a majority of our current Directors and officers are nationals and residents of countries other than the United
States. Substantially all of the assets of these persons are located outside Hong Kong or the United States.
As a result, it may be difficult or impossible for you to bring an action against us or against these
individuals in Hong Kong or the United States in the event that you believe that your rights have been
infringed under the Hong Kong securities laws or U.S. federal securities laws or otherwise. Even if you are
successful in bringing an action of this kind, the laws of the Cayman Islands and of China may render you

unable to enforce a judgment against our assets or the assets of the Directors and officers.

We will incur increased costs as a result of listing in Hong Kong.

We are now a public company in the United States and incur significant legal, accounting and other
expenses that we did not incur as a private company. The Sarbanes-Oxley Act of 2002, as well as rules
subsequently implemented by the U.S. SEC and the NYSE, impose various requirements on the corporate
governance practices of public companies. These rules and regulations increase our legal and financial
compliance costs and make some corporate activities more time-consuming and costly. We are currently
evaluating and monitoring developments with respect to these rules and regulations, and we cannot predict
or estimate with any degree of certainty the amount of additional costs we may incur or the timing of such
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costs. After we become a public company listed on the Stock Exchange, we will be subject to laws, rules
and regulations in Hong Kong as well. As a dual-listed company in Hong Kong and the United States, we
will have to comply with laws and regulations on both markets. However, Hong Kong and the United States
have different regulatory regime governing matters related to listed companies and in certain cases have
fairly different requirements on certain matters. We will incur additional costs and expenses in complying
with the complex regulatory systems on both markets. Failure to comply with any regulatory requirements
could result in material adverse impact on the trading of our Share or ADSs and reputation and subject us to

administrative penalties.

We are a foreign private issuer within the meaning of the rules under the U.S. Exchange Act, and as
such we are exempt from certain provisions applicable to United States domestic public companies.

Because we are a foreign private issuer under the U.S. Exchange Act, we are exempt from certain
provisions of the securities rules and regulations in the United States that are applicable to U.S. domestic

issuers, including:

. the rules under the U.S. Exchange Act requiring the filing of quarterly reports on Form 10-Q or
current reports on Form 8-K with the U.S. SEC;

. the sections of the U.S. Exchange Act regulating the solicitation of proxies, consents, or

authorizations in respect of a security registered under the U.S. Exchange Act;

. the sections of the U.S. Exchange Act requiring insiders to file public reports of their stock
ownership and trading activities and liability for insiders who profit from trades made in a short
period of time; and

. the selective disclosure rules by issuers of material nonpublic information under Regulation FD
under the U.S. Exchange Act.

We are required to file an annual report on Form 20-F within four months of the end of each fiscal
year. In addition, we intend to publish our results on a quarterly basis through press releases, distributed
pursuant to the rules and regulations of the NYSE. Press releases relating to financial results and material
events will also be furnished to the U.S. SEC on Form 6-K. However, the information we are required to
file with or furnish to the U.S. SEC will be less extensive and less timely than that required to be filed with
the U.S. SEC by U.S. domestic issuers. As a result, you may not be afforded the same protections or

information that would be made available to you were you investing in a U.S. domestic issuer.

The voting rights of holders of ADSs are limited by the terms of the deposit agreement, and holders of
ADSs may not be able to exercise the right to vote the underlying Shares.

Holders of our ADSs will only be able to exercise the voting rights with respect to the underlying
Shares in accordance with the provisions of the deposit agreement. Under the deposit agreement, holders of
our ADSs must vote by giving voting instructions to the Depositary. Upon receipt of the voting instructions
of holders of our ADSs, the Depositary will vote the underlying Shares in accordance with these
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instructions. Holders of our ADSs will not be able to directly exercise the right to vote with respect to the
underlying Shares unless they withdraw the Shares. Under our Memorandum and Articles of Association,
the minimum notice period required for convening a general meeting is 21 days for an annual general
meeting and 14 days for any other general meetings (including an extraordinary general meeting). When a
general meeting is convened, holders of our ADSs may not receive sufficient advance notice to withdraw
the underlying Shares represented by their ADSs to allow them to vote with respect to any specific matter.
If we ask for the instructions from holders of our ADSs, the Depositary will notify holders of our ADSs of
the upcoming vote and will arrange to deliver our voting materials to them. We cannot assure holders of our
ADSs that they will receive the voting materials in time to ensure that they can instruct the Depositary to
vote their Shares. In addition, the Depositary and its agents are not responsible for failing to carry out voting
instructions or for their manner of carrying out the voting instructions from holders of our ADSs. This
means that holders of our ADSs may not be able to exercise the right to vote and they may have no legal
remedy if the underlying Shares represented by their ADSs are not voted as they requested.

We are entitled to amend the deposit agreement and to change the rights of ADS holders under the terms
of such agreement, or to terminate the deposit agreement, without the prior consent of the ADS holders.

We are entitled to amend the deposit agreement and to change the rights of the ADS holders under the
terms of such agreement, without the prior consent of the ADS holders. We and the Depositary may agree
to amend the deposit agreement in any way we decide is necessary or advantageous to us. Amendments
may reflect, among other things, operational changes in the ADS program, legal developments affecting
ADSs or changes in the terms of our business relationship with the Depositary. In the event that the terms of
an amendment impose or increase fees or charges (other than taxes and other governmental charges,
registration fees, cable (including SWIFT) or facsimile transmission costs, delivery costs or other such
expenses) or that would otherwise prejudice any substantial existing right of the ADS holders, such
amendment will not become effective as to outstanding ADSs until the expiration of 30 days after notice of
that amendment has been disseminated to the ADS holders, but no prior consent of the ADS holders is
required under the deposit agreement. Furthermore, we may decide to terminate the ADS facility at any time
for any reason. For example, terminations may occur when the ADSs are delisted from the stock exchange
in the United States on which the ADSs are listed and we do not list the ADSs on another stock exchange in
the United States, nor is there a symbol available for over-the-counter trading of the ADSs in the United
States. If the ADS facility will terminate, ADS holders will receive at least 30 days’ prior notice, but no
prior consent is required from them. Under the circumstances that we decide to make an amendment to the
deposit agreement that is disadvantageous to ADS holders or terminate the deposit agreement, the ADS
holders may choose to sell their ADSs or surrender their ADSs and become direct holders of the underlying

Shares, but will have no right to any compensation whatsoever.

Your rights to pursue claims against the depositary as a holder of ADSs are limited by the terms of the
deposit agreement.

Under the deposit agreement, any legal suit, action or proceeding against or involving us or the
depositary, arising out of or relating in any way to the deposit agreement or the transactions contemplated
thereby or by virtue of owning the ADSs may only be instituted in the United States District Court for the
Southern District of New York (or, if the United States District Court for the Southern District of New York
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lacks subject matter jurisdiction over a particular dispute, in the state courts in New York County, New
York), and you, as a holder of the ADSs, will have irrevocably waived any objection which you may have
to the laying of venue of any such proceeding, and irrevocably submitted to the exclusive jurisdiction of
such courts in any such action or proceeding. It is possible that a court could find this type of forum
selection provision to be inapplicable, unenforceable, or inconsistent with other documents that are relevant
to the filing of such lawsuits. For risks related to the enforceability of such exclusive forum selection
provision, see “—Our memorandum and articles of association and the deposit agreement purport to limit
the jurisdiction of courts for lawsuits relating to U.S. federal securities law, which could limit the ability of
holders of our Shares, the ADSs or other securities to obtain a favorable judicial forum for disputes with us,
the Directors and officers, the Depositary, and potentially others.” Accepting or consent to this forum
selection provision does not constitute a waiver by you of compliance with federal securities laws and the
rules and regulations thereunder. You may not waive compliance with federal securities laws and the rules
and regulations thereunder.

The deposit agreement provides that the Depositary or an ADS holder may require any claim asserted
by it against us arising out of or relating to our Shares, the ADSs or the deposit agreement be referred to and
finally settled by an arbitration conducted under the terms described in the deposit agreement, although the
arbitration provisions do not preclude you from pursuing any claim, including claims under the U.S.
Securities Act of 1933 or the U.S. Exchange Act in the United States District Court for the Southern District
of New York (or such state courts if the United States District Court for the Southern District of New York
lacks subject matter jurisdiction). The exclusive forum selection provisions in the deposit agreement also do
not affect the right of any party to the deposit agreement to elect to submit a claim against us to arbitration,
or our duty to submit that claim to arbitration, as provided in the deposit agreement, or the right of any party
to an arbitration under the deposit agreement, to commence an action to compel that arbitration, or to enter
judgment upon or to enforce an award by the arbitrators, in any court having jurisdiction over an action of
that kind.

The Depositary for our ADSs will give us a discretionary proxy to vote the underlying Shares represented
by the ADSs if ADS holders do not timely provide voting instructions to the Depositary in accordance
with the deposit agreement, except in limited circumstances, which could adversely affect the interests of
ADS holders.

Under the deposit agreement for the ADSs, if ADS holders do not timely provide voting instructions
to the Depositary, the Depositary will give us a discretionary proxy to vote the underlying Shares
represented by the ADSs at Shareholders’ meetings unless:

. we have failed to timely provide the Depositary with notice of the meeting and related voting

materials;

. we have instructed the Depositary that we do not wish a discretionary proxy to be given;

. we have informed the Depositary that there is substantial opposition as to a matter to be voted on
at the meeting;
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. we have informed the Depositary that a matter to be voted on at the meeting may have an

adverse impact on Shareholders; or

. the voting at the meeting is to be made on a show of hands.

The effect of this discretionary proxy is that if ADS holders do not timely provide voting instructions
to the Depositary in the manner required by the deposit agreement, ADS holders cannot prevent the
underlying Shares represented by their ADSs from being voted, except under the circumstances described
above. This may make it more difficult for Shareholders to influence the management of the Company.
Holders of our Shares are not subject to this discretionary proxy.

ADS holders may not be entitled to a jury trial with respect to claims arising under the deposit
agreement, which could result in less favorable outcomes to the plaintiffs in any such action.

The deposit agreement governing the ADSs representing our Shares provides that, to the fullest extent
permitted by applicable law, holders and beneficial owners of ADSs irrevocably waive the right to a jury
trial of any claim that they may have against us or the Depositary arising from or relating to our Shares, our
ADSs or the deposit agreement, including any claim under the U.S. federal securities laws. The waiver
continues to apply to claims that arise during the period when a holder holds the ADSs, even if the ADS
holder subsequently withdraws the underlying Shares. However, ADS holders will not be deemed, by
agreeing to the terms of the deposit agreement, to have waived our or the Depositary’s compliance with
U.S. federal securities laws and the rules and regulations promulgated thereunder. In fact, ADS holders
cannot waive our or the Depositary’s compliance with U.S. federal securities laws and the rules and
regulations promulgated thereunder.

If we or the Depositary opposed a demand for jury trial relying on the above-mentioned jury trial
waiver, it is up to the court to determine whether such waiver is enforceable considering the facts and
circumstances of that case in accordance with the applicable state and federal law.

If this jury trial waiver provision is prohibited by applicable law, an action could nevertheless proceed
under the terms of the deposit agreement with a jury trial. To our knowledge, the enforceability of a jury
trial waiver under the federal securities laws has not been finally adjudicated by a federal court or by the
United States Supreme Court. Nonetheless, we believe that a jury trial waiver provision is generally
enforceable under the laws of the State of New York, which govern the deposit agreement, by a federal or
state court in the City of New York. In determining whether to enforce a jury trial waiver provision, New
York courts will consider whether the visibility of the jury trial waiver provision within the agreement is
sufficiently prominent such that a party has knowingly waived any right to trial by jury. We believe that this
is the case with respect to the deposit agreement and the ADSs. In addition, New York courts will not
enforce a jury trial waiver provision in order to bar a viable setoff or counterclaim sounding in fraud or one
which is based upon a creditor’s negligence in failing to liquidate collateral upon a guarantor’s demand, or
in the case of an intentional tort claim, none of which we believe are applicable in the case of the deposit
agreement or the ADSs. If any holders or beneficial owners of ADSs brings a claim against us or the
Depositary relating to the matters arising under the deposit agreement or our ADSs, including claims under
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federal securities laws, such holder or beneficial owner may not have the right to a jury trial regarding such
claims, which may limit and discourage lawsuits against us or the Depositary. If a lawsuit is brought against
us or the Depositary according to the deposit agreement, it may be heard only by a judge or justice of the
applicable trial court, which would be conducted according to different civil procedures and may have
different outcomes compared to that of a jury trial, including results that could be less favorable to the

plaintiffs in any such action.

Moreover, as the jury trial waiver relates to claims arising out of or relating to the ADSs or the deposit
agreement, we believe that, as a matter of construction of the clause, the waiver would likely continue to
apply to ADS holders who withdraw the Shares from the ADS facility with respect to claims arising before
the cancelation of the ADSs and the withdrawal of the Shares, and the waiver would most likely not apply
to ADS holders who subsequently withdraw the Shares represented by ADSs from the ADS facility with
respect to claims arising after the withdrawal. However, to our knowledge, there has been no case law on
the applicability of the jury trial waiver to ADS holders who withdraw the Shares represented by the ADSs
from the ADS facility.

ADS holders may not receive dividends or other distributions on our Shares and ADS holders may not
receive any value for them, if it is illegal or impractical to make them available to them.

The Depositary of our ADSs has agreed to pay ADS holders the cash dividends or other distributions
it or the custodian receives on Shares or other deposited securities represented by our ADSs, after deducting
its fees and expenses. ADS holders will receive these distributions in proportion to the number of Shares
represented by the ADSs. However, the Depositary is not responsible if it decides that it is unlawful or
impractical to make a distribution available to any holders of ADSs. For example, it would be unlawful to
make a distribution to a holder of ADSs if it consists of securities that require registration under the U.S.
Securities Act of 1933 but that are not properly registered or distributed under an applicable exemption from
registration. The Depositary may also determine that it is not feasible to distribute certain property through
the mail. Additionally, the value of certain distributions may be less than the cost of mailing them. In these
cases, the Depositary may determine not to distribute such property. We have no obligation to register under
Hong Kong or U.S. securities laws any ADSs, Shares, rights or other securities received through such
distributions. We also have no obligation to take any other action to permit the distribution of ADSs,
Shares, rights or anything else to holders of ADSs. This means that ADS holders may not receive
distributions we make on our Shares or any value for them if it is illegal or impractical for us to make them
available to ADS holders. These restrictions may cause a material decline in the value of our Shares or
ADSs.

You may experience dilution of your holdings due to inability to participate in rights offerings.

We may, from time to time, distribute rights to our Shareholders, including rights to acquire securities.
Under the deposit agreement, the Depositary will not distribute rights to holders of ADSs unless we indicate
that we wish such rights to be made available to holders of ADSs and the distribution and sale of rights and
the securities to which these rights relate are either exempt from registration under the U.S. Securities Act
of 1933 with respect to all holders of ADSs or are registered under the provisions of the U.S. Securities Act
of 1933. The Depositary may, but is not required to, attempt to sell these undistributed rights to third
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parties, and may allow the rights to lapse. We may be unable to establish an exemption from registration
under the U.S. Securities Act, and we are under no obligation to file a registration statement with respect to
these rights or underlying securities or to endeavor to have a registration statement declared effective.
Accordingly, holders of ADSs may be unable to participate in our rights offerings and may experience
dilution of their holdings as a result.

Holders of our ADSs may be subject to limitations on transfer of the ADSs.

The ADSs are transferable on the books of the Depositary. However, the Depositary may close its
books at any time or from time to time when it deems expedient in connection with the performance of its
duties. The Depositary may close its books from time to time for a number of reasons, including in
connection with corporate events such as a rights offering, during which time the Depositary needs to
maintain an exact number of ADS holders on its books for a specified period. The Depositary may also
close its books in emergencies, and on weekends and public holidays. The Depositary may refuse to deliver,
transfer or register transfers of our ADSs generally when our share register or the books of the Depositary
are closed, or at any time if we or the Depositary thinks it is advisable to do so because of any requirement
of law or of any government or governmental body, or under any provision of the deposit agreement, or for
any other reason.

RISKS RELATING TO THE DUAL LISTING

The liquidity of our Shares on the Stock Exchange could be limited and the effectiveness of the Liquidity
Arrangements is subject to limitations.

Our Shares have not been traded on the Stock Exchange before the Introduction and there could be
limited liquidity in our Shares on the Stock Exchange. We cannot assure you that an active trading market
for our Shares on the Stock Exchange will develop or be sustained. In addition, there is no assurance that
the price at which Shares are traded on the Main Board of the Stock Exchange will be substantially the same
as or similar to the per-share equivalent price at which our ADSs are traded on NYSE or that any particular
volume of Shares will trade on the Main Board of the Stock Exchange. If an active trading market of our
Shares in Hong Kong is not developed or is not sustained after the Introduction, the market price and
liquidity of our Shares on the Stock Exchange could be materially and adversely affected.

Throughout the Designated Period, the Designated Dealers intend to implement certain bridging and
liquidity arrangements as set out in the section headed “Listings, Registration, Dealings and Settlement—
Proposed Liquidity Arrangements.” While such arrangements are expected to contribute towards liquidity to
meet demand for our Shares in Hong Kong and to maintain a fair and orderly market, investors should be
aware that such bridging and liquidity arrangements are subject to the Designated Dealers’ ability to obtain
sufficient numbers of our Shares to meet demand. There is no guarantee that such bridging and liquidity
arrangements will attain and/or maintain liquidity in our Shares at any particular level on the Hong Kong
Stock Exchange, nor is there any assurance that the price of our Shares in Hong Kong will not exhibit
significant volatility.

The Liquidity Arrangements being implemented in connection with the Introduction are not equivalent
to price stabilization activities that are frequently undertaken in connection with initial public offering on
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the Stock Exchange or other markets. The bridging and liquidity arrangements will terminate and cease to
continue beyond the Designated Period. Accordingly, there may be volatility in the Hong Kong market after
the Designated Period.

An active trading market for our Shares on the Stock Exchange might not develop or be sustained and
trading prices of our Shares might fluctuate significantly.

Following the completion of the Listing, we cannot assure you that an active trading market for our
Shares on the Stock Exchange will develop or be sustained. The trading price or liquidity for the ADSs on
the New York Stock Exchange might not be indicative of those of our Shares on the Stock Exchange
following the completion of the Listing. If an active trading market of our Shares on the Stock Exchange
does not develop or is not sustained after the Listing, the market price and liquidity of our Shares could be

materially and adversely affected.

In 2014, the Hong Kong, Shanghai, and Shenzhen stock exchanges collaborated to create an inter-
exchange trading mechanism called Stock Connect that allows international and PRC investors to trade
eligible equity securities listed in each other’s markets through the trading and clearing facilities of their
home exchange. Stock Connect currently covers over 2,000 equity securities trading in the Hong Kong,
Shanghai, and Shenzhen markets. Stock Connect allows PRC investors to trade directly in eligible equity
securities listed on the Stock Exchange, known as Southbound Trading; without Stock Connect, PRC
investors would not otherwise have a direct and established means of engaging in Southbound Trading.
However, there remains uncertainty as to the implementation details, especially with respect to shares of
those companies with a secondary or dual-primary listing on the Stock Exchange. It is unclear whether and
when the Shares of the Company, a company with a dual-primary listing in Hong Kong upon the Listing,
will be eligible to be traded through Stock Connect, if at all. The ineligibility or any delay of our Shares for
trading through Stock Connect will affect PRC investors’ ability to trade our Shares and therefore may limit
the liquidity of the trading of our Shares on the Stock Exchange.

The characteristics of the U.S. capital markets and the Hong Kong capital markets are different.

The New York Stock Exchange and the Stock Exchange have different trading hours, trading
characteristics (including trading volume and liquidity), trading and listing rules, and investor bases
(including different levels of retail and institutional participation). As a result of these differences, the
trading prices of our Shares and the ADSs representing them might not be the same, even allowing for
currency differences. Fluctuations in the price of the ADSs due to circumstances peculiar to its home capital
market could materially and adversely affect the price of the Shares. Because of the different characteristics
of the U.S. and Hong Kong equity markets, the historic market prices of the ADSs may not be indicative of
the performance of our securities (including the ordinary shares) after the Listing.

Exchange between our Shares and the ADSs may adversely affect the liquidity or trading price of each
other.

The ADSs are currently traded on the New York Stock Exchange. Subject to compliance with U.S.
securities laws and the terms of the deposit agreement, holders of our Shares may deposit Shares with the
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Depositary in exchange for the issuance of the ADSs. Any holder of ADSs may also withdraw the
underlying Shares represented by the ADSs pursuant to the terms of the deposit agreement for trading on
the Stock Exchange. In the event that a substantial number of Shares are deposited with the Depositary in
exchange for ADSs or vice versa, the liquidity and trading price of our Shares on the Stock Exchange and
the ADSs on the New York Stock Exchange may be adversely affected.

The time required for the exchange between our Shares and the ADSs might be longer than expected and
investors might not be able to settle or effect any sale of their securities during this period, and the
exchange of Shares into ADSs involves costs.

There is no direct trading or settlement between the New York Stock Exchange and the Stock
Exchange on which the ADSs and our Shares are respectively traded. Subject to compliance with U.S.
securities laws and the terms of the deposit agreement, holders of our ordinary shares may deposit Shares
with the Depositary in exchange for the issuance of the ADSs. In addition, the time differences between
Hong Kong and New York, unforeseen market circumstances, or other factors may delay the deposit of
Shares in exchange for the ADSs or the withdrawal of the underlying Shares represented by the ADSs.
Investors will be prevented from settling or effecting the sale of their securities during such periods of
delay. In addition, we cannot assure you that any exchange for Shares into ADSs (and vice versa) will be
completed in accordance with the timelines that investors may anticipate.

Furthermore, the Depositary is entitled to charge the ADSs holders fees for various services including
for the issuance of ADSs upon deposit of Shares, cancelation of ADSs, distributions of cash dividends or
other cash distributions, distributions of ADSs pursuant to share dividends or other free share distributions,
distributions of securities other than ADSs, and annual service fees. As a result, Shareholders who exchange
Shares into ADSs, and vice versa, may not achieve the level of economic return the Shareholders may
anticipate.

There is uncertainty as to whether Hong Kong stamp duty will apply to the trading or conversion of our
ADSs following our Listing of our Shares on the Stock Exchange.

In connection with the Listing, we will establish a branch register of members in Hong Kong, or the
Hong Kong Share Register. Our Shares that are traded on the Stock Exchange, including those that may be
converted from ADSs, will be registered on the Hong Kong Share Register, and the trading of these Shares
on the Stock Exchange will be subject to the Hong Kong stamp duty. To facilitate ADS-ordinary share
conversion and trading between the NYSE and the Hong Kong Stock Exchange, we also intend to move a
portion of our issued ordinary shares from our register of members maintained in the Cayman Islands to our
Hong Kong share register.

Under the Hong Kong Stamp Duty Ordinance, any person who effects any sale or purchase of Hong
Kong stock, defined as stock the transfer of which is required to be registered in Hong Kong, is required to
pay Hong Kong stamp duty. The stamp duty is currently set at a total rate of 0.26% of the greater of the
consideration for, or the value of, shares transferred, with 0.13% payable by each of the buyer and the seller.
See “Listings, Registration, Dealings and Settlement—Dealings and Settlement—Settlement of dealings in
Hong Kong.”
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To the best of our knowledge, Hong Kong stamp duty has not been levied in practice on the trading or
conversion of ADSs of companies that are listed in both the United States and Hong Kong and that have
maintained all or a portion of their shares, including underlying shares represented by ADSs, in their Hong
Kong share registers. However, it is unclear whether, as a matter of Hong Kong law, the trading or
conversion of ADSs of these dual-listed companies constitutes a sale or purchase of the underlying Hong
Kong-registered shares that is subject to Hong Kong stamp duty. We advise investors to consult their own
tax advisors on this matter. If Hong Kong stamp duty is determined by the competent authority to apply to
the trading or conversion of our ADSs, the trading price and the value of your investment in our Shares and/
or ADSs may be affected.

We may be subject to securities litigation, which is expensive and could divert management attention.

Companies that have experienced volatility in the volume and market price of their shares have been
subject to an increased incidence of securities class action litigation. We may be the target of this type of
litigation in the future. Securities litigation against us could result in substantial costs and divert our
management’s attention from other business concerns, and, if adversely determined, could have a material
adverse effect on our business, financial condition and results of operations.

Forward-looking information in this document may be proved inaccurate.

This document contains certain forward-looking statements and information relating to us that is based
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on our management’s belief and assumptions. The words “anticipate,” “believe,” “expect,” “going forward”
and similar expressions, as they relate to us or our management, are intended to identify forward-looking
statements. Such statements reflect our management’s current views with respect to future events and are
subject to certain risks, uncertainties and assumptions, including the risk factors described herein. Should
one or more of these risks or uncertainties materialize, or should underlying assumptions prove incorrect,
our financial condition may be adversely affected and may vary materially from those described herein as
anticipated, believed, estimated or expected. You are strongly cautioned that reliance on any forward-
looking statements involves known or unknown risks and uncertainties. Subject to the requirements of the
Listing Rules, we do not intend to publicly update or otherwise revise the forward-looking statements in this
document, whether as a result of new information, future events or otherwise. As a result of these and other
risks, uncertainties and assumptions, the forward-looking events and circumstances discussed herein might
not occur in the way we expect, or at all. In all cases, you should consider carefully how much weight or

importance you should attach to, or place on, such facts or statistics.

We strongly caution you not to place any reliance on any information contained in press articles or other
media regarding us and the Introduction.

Before the publication of this document, there may be press and media coverage which contains
certain information regarding the Introduction and us that is not set out in this document. We have not
authorized the disclosure of such information in any press or media. We do not accept any responsibility for
any such press or media coverage or the accuracy or completeness of any such information. We make no
presentation as to the appropriateness, accuracy, completeness or reliability of any such information or
publication. To the extent that any such information appearing in publications other than this document is
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inconsistent or conflicts with the information contained in this document, we disclaim it. Accordingly,

prospective investors should not rely on any such information.

We cannot guarantee the accuracy of facts, forecasts and other statistics obtained from official
governmental sources or other sources contained in this document.

Certain facts, statistics and data contained in this document relating to China and the industry in which
we operate our business have been derived from various official government publications or other third-
party reports we generally believe to be reliable. We have taken reasonable care in the reproduction or
extraction of the official government publications for the purpose of disclosure in this document and have
no reason to believe that such information is false or misleading or that any fact has been omitted that would
render such information false or misleading. However, we cannot guarantee the quality or reliability of such
source materials.

They have not been prepared or independently verified by us or the Joint Sponsors or any of their
respective affiliates or advisors and, therefore, we make no representation as to the accuracy of such
statistics, which may not be consistent with other information compiled within or outside China and Hong
Kong. Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice, such statistics in this document may be inaccurate or may not be
comparable to statistics produced with respect to other economies. Furthermore, we cannot assure you that
they are stated or compiled on the same basis or with the same degree of accuracy as the case may be in
other jurisdictions. In all cases, you should give due consideration as to how much weight or importance
they should attach to or place on such facts.
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In preparation for the Listing, we have sought the following waivers from strict compliance with the
Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have a sufficient management presence in
Hong Kong. This will normally mean that at least two of its executive directors must be ordinarily resident
in Hong Kong. We do not have sufficient management presence in Hong Kong for the purposes of Rule
8.12 of the Listing Rules.

The Group’s management headquarters, senior management, business operations and assets are
primarily based outside Hong Kong, in mainland China. The Directors consider that the appointment of
executive Directors who will be ordinarily resident in Hong Kong would not be beneficial to, or appropriate
for, the Group and therefore would not be in the best interests of the Company or the Shareholders as a
whole.

Accordingly, we have applied for, and the Stock Exchange has granted, a waiver from strict
compliance with Rule 8.12 of the Listing Rules. We will ensure that there is an effective channel of
communication between us and the Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to maintain two
authorized representatives who shall act at all times as the principal channel of communication
with the Stock Exchange. Each of our authorized representatives will be readily contactable by
the Stock Exchange by telephone, facsimile and/or e-mail to deal promptly with enquiries from
the Stock Exchange. Both of our authorized representatives are authorized to communicate on
our behalf with the Stock Exchange. At present, our two authorized representatives are
Mr. Gregory Dean GIBB, our executive director and co-chief executive officer, and Ms. Sharon
Wing Han LEUNG, our company secretary;

(b) pursuant to Rule 3.20 of the Listing Rules, each Director will provide his contact details,
including mobile phone numbers, office phone numbers, residential phone numbers, e-mail
addresses and facsimile numbers to the Stock Exchange and to the authorized representatives.
This will ensure that the Stock Exchange and the authorized representatives should have means
for contacting all Directors promptly at all times as and when required;

(c) we will ensure that each Director who is not ordinarily resident in Hong Kong possesses or can
apply for valid travel documents to visit Hong Kong and can meet with the Stock Exchange
within a reasonable period;

(d) pursuant to Rule 3A.19 of the Listing Rules, we have retained the services of Somerley Capital
Limited as compliance adviser (the “Compliance Adviser”), who will act as an additional
channel of communication with the Stock Exchange. The Compliance Adviser will provide us
with professional advice on ongoing compliance with the Listing Rules. We will ensure that the
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Compliance Adviser has prompt access to our authorized representatives and Directors. In turn,
they will provide the Compliance Adviser with such information and assistance as the
Compliance Adviser may need or may reasonably request in connection with the performance of
the Compliance Adviser’s duties. The Compliance Adviser will also provide advice to us when
consulted by us in compliance with Rule 3A.23 of the Listing Rules; and

(e) meetings between the Stock Exchange and the Directors can be arranged through the authorized
representatives or the Compliance Adviser, or directly with the Directors, within a reasonable
time frame. We will inform the Stock Exchange as soon as practicable of any change in the
authorized representatives and/or the Compliance Adviser in accordance with the Listing Rules.

DEALINGS IN SHARES PRIOR TO LISTING

According to Rule 9.09(b) of the Listing Rules, there must be no dealing in the securities of a new
applicant for which listing is sought by any core connected person of the issuer from four clear business
days before the expected hearing date until listing is granted (the “Relevant Period”).

We had over 40 subsidiaries and Consolidated Affiliated Entities as of the Latest Practicable Date, and
the ADSs are widely held, publicly traded and listed on the NYSE. We therefore are not in a position to
control the investment decisions of the Shareholders or the investing public in the United States.

As of the Latest Practicable Date, based solely on public filings with the U.S. SEC, there were no
Shareholders who controlled more than 10% of the voting rights of the Company other than Ping An
Insurance (the Company’s Controlling Shareholder), together with the intermediary companies through
which Ping An Insurance has an interest in the Company, and Tun Kung Company Limited (the Company’s
substantial shareholder).

For a company whose securities are listed and traded in the U.S., we note that it is a common practice
for substantial shareholders and corporate insiders, including directors, executives and other members of
management, to set up trading plans that meet the requirements of Rule 10b5-1 under the U.S. Exchange
Act (the “Rule 10b5-1 Plan(s)”) to buy or sell the company’s securities. A Rule 10b5-1 Plan is a written
plan, set up with a broker, to trade securities that (a) is entered into at a time when the person trading the
securities is not aware of any material non-public information; (b) specifies the amount of securities to be
purchased or sold and the price at which and the date on which the securities were to be purchased or sold;
and (c) does not allow the person trading the securities to exercise any subsequent influence over how,
when, or whether to effect purchases or sales. Persons who trade securities pursuant to a Rule 10b5-1 Plan
have an affirmative defense against insider trading allegations under U.S. securities law.

On the basis of the above, we consider that the following categories of persons (collectively, the
“Permitted Persons”) should not be subject to the dealing restrictions set out in Rule 9.09(b) of the Listing

Rules:

1. Ping An Insurance together with the intermediary companies through which Ping An Insurance
has an interest in the Company and Tun Kung Company Limited, in respect of (i) use of their
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Shares as security (including, for the avoidance of doubt, using Shares as security in connection
with entering into financing transactions during the Relevant Period as well as satisfying any
requirements to top-up security under the terms of financing transactions entered into prior to the
Relevant Period), provided that there will be no change in the beneficial ownership of the Shares
at the time of entering into any such transactions during the Relevant Period and (ii) their
dealings pursuant to any Rule 10b5-1 Plans that have been set up prior to the Relevant Period
(“Category 17);

2. the Directors, and the directors and chief executives of our subsidiaries and Consolidated
Affiliated Entities that are not “insignificant subsidiaries” as defined under the Listing Rules
(such subsidiaries and Consolidated Affiliated Entities, “Significant Subsidiaries”), in respect
of (i) their respective use of the Shares as security (including, for the avoidance of doubt, using
their respective Shares as security in connection with entering into financing transactions during
the Relevant Period as well as satisfying any requirements to top-up security under the terms of
financing transactions entered into prior to the Relevant Period), provided that there will be no
change in the beneficial ownership of the Shares at the time of entering into any such
transactions during the Relevant Period and (ii) their respective dealings pursuant to Rule 10b5-1
Plans that have been set up prior to the Relevant Period (“Category 27);

3. directors, chief executives and substantial shareholders of our insignificant subsidiaries (as
defined under the Listing Rules) and Consolidated Affiliated Entities and their close associates
(“Category 3”); and

4. any other person (whether or not an existing Shareholder) who may, as a result of dealings,
become our substantial shareholder and who is not our director or chief executive, or a director
or chief executive of our subsidiaries and Consolidated Affiliated Entities, or their close
associates (“Category 4”).

For the avoidance of doubt:

1. as the foreclosure, enforcement or exercise of other rights by the lenders in respect of a security
interest over the Shares (including, for the avoidance of doubt, any security interest created
pursuant to any top-up of security) will be subject to the terms of the financing transaction
underlying such security and not within the control of the pledgor, any change in the beneficial
owner of the Shares during the Relevant Period resulting from the foreclosure, enforcement or
exercise of other rights by the lenders in respect of such security interest will not be subject to
Rule 9.09(b) of the Listing Rules; and

2. persons in Category 1 and Category 2 who (i) use their respective Shares other than as described
in this section headed “Dealings in Shares prior to Listing” or (ii) who are not dealing in the
Company’s securities according to Rule 10b5-1 Plans set up before the Relevant Period are
subject to the restrictions under Rule 9.09(b) of the Listing Rules.
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We have applied for, and the Stock Exchange has granted, a waiver from strict compliance with Rule
9.09(b) of the Listing Rules on the following conditions:

1. Categories 1 and 2 of the Permitted Persons who entered into Rule 10b5-1 Plans have no
discretion over dealings in the ADSs after the plans have been entered into. Where Categories 1
and 2 of the Permitted Persons use the Shares as security, other than those set out in the waiver
above, there will be no change in the beneficial ownership of the Shares during the Relevant
Period;

2. Categories 3 and 4 of the Permitted Persons do not have any influence over the Listing and do
not possess any non-public inside information of ours given that such persons are not in a
position with access to information that is considered material to us taken as a whole. Given the
number of our subsidiaries and Consolidated Affiliated Entities and our vast ADS holder base,
we and our management do not have effective control over the investment decisions of
Categories 3 and 4 of the Permitted Persons in the ADSs;

3. we will promptly release any inside information to the public in the United States and Hong
Kong in accordance with the relevant laws and regulations of the U.S. and Hong Kong.
Accordingly, the Permitted Persons (other than Category 1 and Category 2 persons) are not in
possession of any non-public inside information of which we are aware and will not have any
influence over the Listing;

4. we will notify the Stock Exchange of any breaches of the dealing restrictions by any of our core
connected persons during the Relevant Period when we become aware of the same other than
dealings by our core connected persons who are Permitted Persons within the permitted scopes
set out above; and

5. prior to the Listing Date, other than within the permitted scopes set out above, the Directors and
chief executive and the directors and chief executives of our Significant Subsidiaries and their
close associates will not deal in the Shares or the ADSs during the Relevant Period, provided
that such prohibited dealing in the Shares shall not include the granting, vesting, payment or
exercise (as applicable) of incentive and non-statutory options, restricted shares, dividend

equivalents, and share payments under the Group’s share incentive plans.

We believe that the circumstances relating to this waiver align with those set out in the Stock
Exchange’s Guidance Letter HKEX-GLA42-12 and the Note to Rule 9.09 of the Listing Rules and the grant
of this waiver will not prejudice the interests of potential investors.

WAIVER IN RELATION TO THE SHARE INCENTIVE PLANS

Rule 17.02(1)(b) of the Listing Rules requires that full details of all outstanding options and awards
and their potential dilution effect on the shareholdings upon listing as well as the impact on the earnings per
share arising from the issue of shares in respect of such outstanding options or awards be disclosed in this
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listing document. Paragraph 27 of Appendix 1A to the Listing Rules requires a listing applicant to disclose,
inter alia, particulars of any capital of any member of the Group which is under option, or agreed
conditionally or unconditionally to be put under option, including the consideration for which the option
was or will be granted and the price and duration of the option, and the name and address of the grantee, or
an appropriate negative statement, provided that where options have been granted or agreed to be granted to
all the members or debenture holders or to any class thereof, or to employees under a share option scheme,
it shall be sufficient, so far as the names and addresses are concerned, to record that fact without giving the
names and addresses of the grantees. We note that under paragraph 27 of Appendix 1A to the Listing Rules,
where options have been granted to employees under a share scheme, it is not necessary to disclose the

names and addresses of the grantees of the options.

The Company has adopted the 2014 Share Incentive Plan and the 2015 Share Incentive Plan which
contain substantially the same terms. As of the Latest Practicable Date, we had granted outstanding options
under the 2014 Share Incentive Plan and the 2015 Share Incentive Plan to 364 grantees (including the
Directors and senior management of the Company, other employees of the Group and consultants of the
Company) to subscribe for an aggregate of 14,226,039 Shares. As of the Latest Practicable Date, among
these outstanding options, 1,057,209.5 were held by Directors, 1,027,266 were held by senior management
of the Company, 9,971,710.5 were held by other employees of the Group (who are not Directors or
members of senior management of the Company) and 2,169,853 were held by consultants of the Company.
The Shares underlying the granted options represent approximately 1.24% of the total number of issued and
outstanding Shares immediately after completion of the Listing (assuming no further Shares are issued
under Share Incentive Plans or upon the conversion of the outstanding Convertible Promissory Notes). The
Board has approved to (i) conditionally amend and restate the 2014 Share Incentive Plan and add the
scheme limit of the 2015 Share Incentive Plan to the 2014 Share Incentive Plan, and (ii) conditionally
terminate the 2015 Share Incentive Plan. Such amendment and termination are subject to the approval by
the Shareholders at the EGM. Upon the approval by the Shareholders at the EGM, the 2015 Share Incentive
Plan will be terminated and all outstanding options granted under the 2015 Share Incentive Plan will be
substituted by the options to be granted under the 2014 Share Incentive Plan before Listing. The terms of
the options (including but not limited to the number of shares underlying the options, the exercise prices, the
performance targets and the vesting schedules) so granted will be the same as the terms of the outstanding
options previously granted to the relevant grantees under the 2015 Share Incentive Plan. For further details
of the 2014 Share Incentive Plan, the 2015 Share Incentive Plan and the amendment and termination of the
relevant plan, see the section headed ‘“‘Statutory and General Information—D. Share Incentive Plans” in
Appendix IV to this document.

As of the Latest Practicable Date, the Company had granted unvested performance share units
(including those that have not been unlocked) under the 2019 Performance Share Unit Plan to 370 grantees
(including Directors and senior management of the Company, other employees of the Group and consultants
of the Company) to acquire an aggregate of 2,271,573 Shares upon vesting. As of the Latest Practicable
Date, among these unvested performance share units, 510,142 were held by Directors, 112,406 were held by
senior management of the Company, 1,295,378 were held by other employees of the Group (who are not
Directors or members of senior management of the Company) and 353,647 were held by consultants of the
Company. The Shares underlying the unvested performance share units represent approximately 0.2% of
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the total number of issued and outstanding Shares immediately after completion of the Listing (assuming no

further Shares are issued under the Share Incentive Plans or upon the conversion of the outstanding

Convertible Promissory Notes). For further details of the 2019 Performance Share Unit Plan, see the section

headed “Statutory and General Information—D. Share Incentive Plans” in Appendix IV to this document.

We have applied to the Stock Exchange for a waiver from strict compliance with the requirements
under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the Listing Rules in
connection with the disclosure of certain details relating to the options and performance share units and

certain grantees in this document on the ground that the waiver will not prejudice the interest of the

investing public and strict compliance with the above requirements would be unduly burdensome for us for

the following reasons, among others:

(a)

(b)

(©

as of the Latest Practicable Date, we had granted outstanding options to a total of 364 grantees
under the 2014 Share Incentive Plan and 2015 Share Incentive Plan to acquire an aggregate of
14,226,039 Shares, representing approximately 1.24% of the total number of issued and
outstanding Shares immediately after completion of the Listing (assuming no further Shares are
issued under the Share Incentive Plans or upon the conversion of the outstanding Convertible
Promissory Notes). The grantees under the 2014 Share Incentive Plan and 2015 Share Incentive
Plan include two Directors, three senior management of the Company, 271 other employees of
the Group (who are not Directors or members of senior management of the Company) and 88
consultants of the Company;

as of the Latest Practicable Date, we had granted unvested performance share units (including
those that have not been unlocked) to a total of 370 grantees under the 2019 Performance Share
Unit Plan to acquire an aggregate of 2,271,573 Shares upon vesting, representing approximately
0.2% of the total number of issued and outstanding Shares immediately after completion of the
Listing (assuming no further Shares are issued under the Share Incentive Plans or upon the
conversion of the outstanding Convertible Promissory Notes). The grantees under the 2019
Performance Share Unit Plan include three Directors, four senior management of the Company,
309 other employees of the Group (who are not Directors or members of senior management of
the Company) and 54 consultants of the Companys;

the Directors consider that it would be unduly burdensome to disclose in this document full
details of all the options and performance share units granted by us to each of the grantees,
which would significantly increase the cost and time required for information compilation and
listing document preparation for strict compliance with such disclosure requirements. For
example, we would need to collect and provide verification documents to meet the disclosure
requirement. Further, the disclosure of the personal details of each grantee, including the number
of options and/or unvested performance share units granted, may require obtaining consent from
the grantees in order to comply with personal data privacy laws and principles and it would be
unduly burdensome for us to obtain such consents given the number of grantees;
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(d)

material information on the options and unvested performance share units has been disclosed in

this document to provide prospective investors with sufficient information to make an informed

assessment of the potential dilutive effect and impact on earnings per Share of the outstanding

options and unvested performance share units in making their investment decision, and such

information includes:

(i)

(i)

(iii)

(iv)

v)

(vi)

(vii)

a summary of the terms of each of the 2014 Share Incentive Plan and the 2019
Performance Share Unit Plan;

the aggregate number of Shares subject to the outstanding options and unvested
performance share units and the percentage of our Shares which such number represents;

the dilutive effect and the impact on earnings per Share of full exercise of the outstanding
options and vesting of the unvested performance share units granted under the Share
Incentive Plans;

full details of the outstanding options granted to Directors and members of the senior
management of the Company on an individual basis, including all the particulars required
under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the
Listing Rules;

with respect to the outstanding options granted to other grantees (other than those referred
to in (iv) above), disclosure are made on an aggregate basis, the following details are
disclosed in this document, including (1) the aggregate number of such grantees and the
number of Shares subject to the outstanding options; (2) the consideration paid for the
grant of the outstanding options; and (3) the exercise period and the exercise price for the
outstanding options;

full details of the unvested performance share units granted to Directors and members of
the senior management of the Company on an individual basis, including all the particulars
required under Rule 17.02(1)(b) of the Listing Rules;

with respect to the unvested performance share units granted to other grantees (other than
those referred to in (vi) above), disclosure are made on an aggregate basis, the following
details are disclosed in this document, including (1) the aggregate number of such grantees
and the number of Shares subject to the unvested performance share units; (2) the
consideration paid for the grant of the unvested performance share units (if any); and
(3) the vesting period and the purchase price of Shares subject to the unvested performance
share units (if any);

(viii) the particulars of the waiver granted by the Stock Exchange; and

(ix)

a full list of all the grantees under the Share Incentive Plans containing all the particulars
as required under the Listing Rules will be made available for public inspection in
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(e)

®)

€3]

accordance with the section headed “Documents Available on Display—Document
Available for Inspection” in Appendix VI to this document;

the 359 grantees who are not Directors or members of the senior management of the Company
have been granted outstanding options under the 2014 Share Incentive Plan and 2015 Share
Incentive Plan to acquire an aggregate of 12,141,563.5 Shares, which is not material in the
circumstances of the Company, and the exercise in full of such options will not cause any
material adverse change in the financial position of the Company;

the 363 grantees who are not Directors or members of the senior management of the Company
have been granted unvested performance share units under the 2019 Performance Share Unit
Plan to acquire an aggregate of 1,649,025 Shares upon vesting, which is not material in the
circumstances of the Company, and the vesting in full of such performance share units will not
cause any material adverse change in the financial position of the Company; and

the Directors consider that non-compliance with the above disclosure requirements would not
prevent the Company from providing potential investors with sufficient information for an
informed assessment of the activities, assets, liabilities, financial position, management and
prospects of the Group. Strict adherence to the disclosure requirements, including to disclose the
names, addresses, and entitlements on an individual basis of over three hundred grantees without
reflecting the materiality of the information does not provide any additional meaningful
information to the investing public.

In light of the above, the Directors are of the view that the grant of the waiver sought under this

application and the non-disclosure of the required information will not prejudice the interests of the

investing public.

The Stock Exchange has granted the Company a waiver from strict compliance with the disclosure
requirements under Rule 17.02(1)(b) of the Listing Rules and paragraph 27 of Appendix 1A to the Listing

Rules with respect to the outstanding options and unvested performance share units granted under the Share

Incentive Plans on the condition that:

(a)

(b)

on an individual basis, full details of the outstanding options granted under the 2014 Share
Incentive Plan and 2015 Share Incentive Plan to each of the Directors and the senior
management of the Company are disclosed in the section headed “Statutory and General
Information—D. Share Incentive Plans” in Appendix IV as required under Rule 17.02(1)(b) of,
and paragraph 27 of Appendix 1A to, the Listing Rules;

in respect of the outstanding options granted under the 2014 Share Incentive Plan and 2015
Share Incentive Plan to other grantees (other than those set out in (a) above), disclosure will be
made on an aggregate basis, the following details are disclosed in this document, including
(1) the aggregate number of the grantees other than those set out in (a) above and the number of

Shares subject to the outstanding options granted to them under the 2014 Share Incentive Plan
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(c)

(d)

(e

()

€3]

(h)

(i)

and 2015 Share Incentive Plan; (2) the consideration paid for the grant of the outstanding options
under the 2014 Share Incentive Plan and 2015 Share Incentive Plan; and (3) the exercise period
and the exercise price for the outstanding options granted under the 2014 Share Incentive Plan
and 2015 Share Incentive Plan;

on an individual basis, full details of the unvested performance share units granted under the
2019 Performance Share Unit Plan to each of the Directors and the senior management of the
Company are disclosed in the section headed “Statutory and General Information—D. Share
Incentive Plans” in Appendix IV as required under Rule 17.02(1)(b) of the Listing Rules;

in respect of the unvested performance share units granted under the 2019 Performance Share
Unit Plan to other grantees (other than those set out in (c) above), disclosure will be made on an
aggregate basis, the following details are disclosed in this document, including (1) the aggregate
number of the grantees other than those set out in (c) above and the number of Shares subject to
the unvested performance share units granted to them under the 2019 Performance Share Unit
Plan, (2) the consideration paid for the grant of the unvested performance share units under the
2019 Performance Share Unit Plan, and (3) the vesting period and the purchase price of Shares
subject to the unvested performance share units (if any);

the aggregate number of Shares underlying the outstanding options and unvested performance
share units granted under the Share Incentive Plans and the percentage of the Company’s total
issued and outstanding share capital represented by such number of Shares as of the Latest
Practicable Date are disclosed in this document;

the dilutive effect and impact on earnings per Share of the full exercise of the outstanding
options under the 2014 Share Incentive Plan and 2015 Share Incentive Plan and the full vesting
of the unvested performance share units under the 2019 Performance Share Unit Plan are
disclosed in the section headed “Statutory and General Information—D. Share Incentive Plans”
in Appendix IV;

a summary of the major terms of each of the 2014 Share Incentive Plan and the 2019
Performance Share Unit Plan are disclosed in the section headed “Statutory and General
Information—D. Share Incentive Plans” in Appendix IV;

the particulars of this waiver are disclosed in this document; and

a full list of all the grantees of the outstanding options or unvested performance share units
under the Share Incentive Plans, containing all the particulars as required under the Listing Rules
will be made available for public inspection in accordance with the section headed “Documents
Available on Display—Document Available for Inspection” in Appendix VI to this document.

Further details of the Share Incentive Plans are set forth in the section headed “Statutory and General

Information—D. Share Incentive Plans” in Appendix IV.
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EXERCISE PRICE OF OPTIONS TO BE GRANTED PURSUANT TO THE 2014 SHARE
INCENTIVE PLAN

Rule 17.03E of the Listing Rules states that the exercise price of an option must be at least the higher
of: (i) the closing price of the shares as stated in the Stock Exchange’s daily quotations sheet on the date of
grant, which must be a business day; and (ii) the average closing price of the shares as stated in the Stock
Exchange’s daily quotations sheets for the five business days immediately preceding the date of grant.

Since the listing of the ADSs on the NYSE in October 2020, it has been our practice to issue options
under the 2014 Share Incentive Plan and 2015 Share Incentive Plan, and we will continue to issue options
under the 2014 Share Incentive Plan after the Listing.

On the basis that (a) the method for determining the exercise price of the options based on the market
price of ADSs substantially replicates the requirement in Rule 17.03E of the Listing Rules, and (b) the
exercise price of options exercisable into ADSs will be presented in U.S. dollars, we will grant options
exercisable into ADSs under the 2014 Share Incentive Plan with exercise prices based on the market price
of its ADSs, which will be presented in U.S. dollars, after the Listing, the Company has applied for, and the
Stock Exchange has granted, a waiver from strict compliance with Rule 17.03E of the Listing Rules such
that the Company will be able to determine the exercise price for options exercisable into ADSs under the
2014 Share Incentive Plan based on the higher of: (i) the per-share closing price of the Company’s ADSs on
the NYSE on the date of grant, which must be an NYSE business day; and (ii) the average per-share closing
price of the Company’s ADSs on the NYSE for the five NYSE trading days immediately preceding the date
of grant, subject to the condition that the Company shall not issue any share options with an exercise price
presented in Hong Kong dollars unless such exercise price complies with Rule 17.03E of the Listing Rules.

THE DISCLOSURE REQUIREMENTS WITH RESPECT TO CHANGES IN SHARE CAPITAL

We have applied for, and the Stock Exchange has granted, a waiver from strict compliance with the
requirements of paragraph 26 of Part A of Appendix 1 to the Listing Rules in respect of disclosing the
particulars of any alterations in the capital of any member of the Group within two years immediately
preceding the issue of this document.

We have identified 16 entities that we consider are the major subsidiaries primarily responsible for the
track record results of the Group (the “Principal Entities,” and each a “Principal Entity”). For further
details, see the section headed “History and Corporate Structure—Our Principal Operating Subsidiaries.”
We have over 40 subsidiaries and Consolidated Affiliated Entities as of the Latest Practicable Date. It
would be unduly burdensome for us to disclose particulars of any alternations in the share capital of all our
subsidiaries and Consolidated Affiliated Entities, which would not be material or meaningful to investors.
None of the non-Principal Entities is individually material to us in terms of its contribution to our total
income or total assets or holds any major assets and intellectual property rights. By way of illustration, for
each of the three financial years ended December 31, 2022, the aggregate revenue of the Principal Entities
represented over 90% of the Group’s total income and the aggregate assets of the Principal Entities
represented over 60% of the Group’s total assets. Accordingly, the remaining subsidiaries in the Group are
not significant to the overall operations and financial results of the Group.
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Particulars of the changes in the share capital of the Company and the Principal Entities are disclosed in
the section headed “Statutory and General Information—A. Further Information about the Company and Our
Subsidiaries—2. Changes in share capital of the Company” and “Statutory and General Information—A.
Further Information about the Company and Our Subsidiaries—3. Changes in the share capital of our
subsidiaries” in Appendix IV to this document.

CONNECTED TRANSACTIONS

We have entered into certain transactions which will constitute continuing connected transactions of
the Company under the Listing Rules following the completion of the Listing. We have applied to the Stock
Exchange for, and the Stock Exchange has granted, a waiver from strict compliance with (where
applicable) (i) the announcement requirement, (ii) the independent shareholders’ approval requirement,
(iii) the annual cap requirement, and (iv) the requirement of limiting the term of the continuing connected
transactions set out under Chapter 14A of the Listing Rules for such continuing connected transactions. For
further details, see the section headed “Connected Transactions.”

SHARE REPURCHASE AND TREASURY SHARES

Rule 10.06(5) of the Listing Rules provides that an issuer must ensure that the documents of title of
purchased shares are automatically canceled and destroyed as soon as reasonably practicable following
settlement of any such purchase.

As at the Latest Practicable Date, the Company held an aggregate of 57,397,114 treasury shares (the
“Treasury Shares”), which comprised (i) 54,954,754 Shares underlying the 109,909,508 ADSs
repurchased by the Company pursuant to the share repurchase programs authorized by the Board (the
“Repurchased ADSs”), and (ii) 2,442,360 Shares issued to the Depositary for bulk issuance of 4,884,720
ADSs reserved for further issuances upon the exercise or vesting of options or awards granted under the
Share Incentive Plans. The Company has not canceled any Repurchased ADSs in the past and it is intended
that such Repurchased ADSs will be utilized to satisfy options and/or awards under the share incentive
plans of the Company. In addition, it is common market practice for US listed companies to issue shares to
the depositary for bulk issuance of ADSs to facilitate the exercise or vesting of options or awards granted
under the share incentive plans.

The Company is incorporated in the Cayman Islands and listed on the NYSE. The Company is not
prohibited from repurchasing any ADSs from the US market and holding the Repurchased ADSs in treasury
pursuant to the Cayman Companies Act as well as the rules of the NYSE.

For the purpose of Section 13(d) of the Exchange Act, the shares that an issuer repurchased do not
count as outstanding shares. The Treasury Shares are not counted towards the Company’s total number of
issued and outstanding Shares. The holders of the Treasury Shares do not have (a) the right to attend or vote
at the Shareholders’ meetings; or (b) the right to receive dividends or other distribution, whether cash or
otherwise, of the Company’s assets including any distribution of assets upon winding up of the Company.
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The Company has applied for, and the Stock Exchange has granted, a waiver from strict compliance

with the requirements under Rule 10.06(5) of the Listing Rules so that the Company could retain the

Treasury Shares it held before the Listing on the following grounds:

(a)

(b)

(c)

(d)

Upon the approval by the Board of share repurchase programs, the Company started to
repurchase its ADSs on the NYSE from 2021. From 2021 and up to the Latest Practicable Date,
the Company had acquired 109,909,508 ADSs on the NYSE, representing 54,954,754 Shares for
a total purchase price of approximately US$875.2 million. Pursuant to the Depositary
Agreement between the Company and the Depositary, for cancelation of ADSs, the Depositary
will charge US$0.05 per ADS. As such, to cancel all the Treasury Shares, the Company would
incur cancelation fees in the amount of approximately US$5.5 million. Given the significant
financial resources the Company has incurred in purchasing the ADSs and the substantial
amount of the cancelation fees, it is not commercially desirable or in the best interest of the

Company or its Shareholders to cancel the Treasury Shares.

The inability of the Company to continue to retain the Treasury Shares and use them to satisfy
options or awards under the share incentive plans of the Company would put the Company at a
disadvantage compared with other Companies listed on the NYSE.

The Company has made an application to the Listing Committee for the listing of, and
permission to deal in, the Shares in issue and outstanding (excluding the Treasury Shares) and
the Shares to be issued under the Share Incentive Plans or upon the conversion of the
outstanding Convertible Promissory Notes pursuant to Rule 8.05(1) of the Listing Rules.
Therefore, the Treasury Shares are not included in the Company’s application to the Listing
Committee for the listing approval. On this basis, the Treasury Shares will only be admitted for
listing on the Stock Exchange when they are used for the exercise of options or vesting of share

awards.

The Company will not deposit the Treasury Shares into the CCASS for trading. Therefore, the
retaining of the Treasury Shares will not have any impact on the trading of the Shares on the

Stock Exchange upon Listing.

As part of the waiver application, the Company has made a list of modifications to a number of

Listing Rules necessary or consequential to enable the Company to retain the Treasury Shares (the

“Modifications”). The Modifications are set out in “Appendix V—Modifications to the Listing Rules”.

The Company will make an annual submission to the Stock Exchange in respect of any changes to the

Listing Rules which may take place from time to time to assess whether they have any implications for its

ability to hold the Treasury Shares so long as the Treasury Shares remain outstanding. In addition, so long

as the Treasury Shares remain outstanding, should any further consequential modifications be required as a

result of such changes to the Listing Rules, the Modifications shall be amended accordingly and a full

version of the amended Modifications will be posted on the Company’s and the Stock Exchange’s websites.
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The Stock Exchange has granted the above waiver on the following conditions:

(a)

(b)

(c)

(d)

(e

()

€9

(h)

in respect of any Shares or ADSs which the Company will repurchase after the Listing, the
Company will fully comply with the requirements under Rule 10.06(5) of the Listing Rules;

no treasury shares will be issued after the Listing;

the Treasury Shares will not be deposited into the CCASS for trading;

for so long as the Shares are listed on the Stock Exchange, subject to compliance with the
Listing Rules with the Modifications, the Company shall only use the Treasury Shares held by it
for the purpose of satisfying options and/or awards to be granted under the Share Incentive Plans

and any share incentive plans to be adopted by the Company in future;

the Company shall disclose in this Listing Document the grant of this waiver setting out relevant

details including the circumstances and the conditions imposed;
the Company will confirm compliance with the conditions of this waiver in the Company’s
annual reports and circulars seeking shareholder approval for the repurchase mandate upon the

Listing;

the Company will inform the Stock Exchange promptly of any change being made to the
Cayman Companies Act or the rules of the NYSE applicable to the Treasury Shares; and

the Company will comply with the Listing Rules with the Modifications applicable to treasury

shares or any future changes to the Listing Rules applicable to treasury shares.
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INFORMATION ABOUT THIS DOCUMENT AND THE INTRODUCTION

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS DOCUMENT

This document, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving information to
the public with regard to the Group. Our Directors, having made all reasonable enquiries, confirm that to the
best of their knowledge and belief the information contained in this document is accurate and complete in
all material respects and not misleading or deceptive, and there are no other matters the omission of which
would make any statement herein or this document misleading.

NO CHANGE IN THE NATURE OF OUR BUSINESS

No change in the nature of our business is contemplated immediately following the Listing.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

The Shares are currently listed on the NYSE. An application has been made to the Listing Committee
for the listing of, and permission to deal in, the Shares in issue and outstanding (excluding Shares
underlying the ADSs repurchased by the Company pursuant to the share repurchase programs and Shares
issued to the Depositary for bulk issuance of ADSs reserved for future issuances upon the exercise or
vesting of options or awards granted under the Share Incentive Plans) and the Shares to be issued under the
Share Incentive Plans or upon the conversion of the outstanding Convertible Promissory Notes pursuant to
Rule 8.05(1) of the Listing Rules. Our listings on both the Stock Exchange and the NYSE will be dual
primary listings. Consequently, unless otherwise agreed by the NYSE or, as the case may be, the Stock
Exchange, the Company must comply with the Listing Rules and the NYSE Listed Company Manual and
any other relevant regulations and guidelines in Hong Kong and the United States which are applicable to
us. In the event where there is a conflict or inconsistency between the requirements of the listing rules of the
two stock exchanges, the Company will comply with the more onerous requirements. Our Directors will use
their best endeavors to ensure that no release of information will be made in the United States unless a
simultaneous release is made in Hong Kong and vice versa.

Our Directors confirmed that the Company has been in compliance with relevant applicable laws and
listing rules of the NYSE during their respective terms of office. In addition, each of our Directors has
confirmed that he/she has been in compliance with relevant applicable laws of the United States and the
NYSE Listed Company Manual during their respective terms of office.

No approval from the NYSE is required for the proposed Listing.

Details of the arrangement for the removal of Shares from the principal share register to the Hong
Kong Share Register or from the Hong Kong Share Register to the principal share register are set out in the
section headed “Listings, Registration, Dealings and Settlement” in this document.

INFORMATION ABOUT THIS DOCUMENT AND THE LISTING

Commencement of Dealings in the Shares

Dealings in the Shares on the Main Board of the Stock Exchange are expected to commence on
April 14, 2023. The Shares will be traded on the Main Board of the Stock Exchange in board lots of 100
Shares each.
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Conditions of the Listing

The Listing is subject to the fulfillment of the conditions that, among other things, the Listing
Committee grants the listing of, and permission to deal in, on the Main Board of the Stock Exchange, the
Shares in issue and outstanding (excluding Shares underlying the ADSs repurchased by the Company
pursuant to the share repurchase programs and Shares issued to the Depositary for bulk issuance of ADSs
reserved for future issuances upon the exercise or vesting of options or awards granted under the Share
Incentive Plans) and the Shares to be issued pursuant to the Share Incentive Plans or upon the conversion of
the outstanding Convertible Promissory Notes.

Reasons for the Listing and the Introduction

The Company currently has a primary listing of ADSs on the NYSE, which it intends to maintain
alongside its proposed dual primary listing of the Shares on the Hong Kong Stock Exchange. Our Directors
consider that it is desirable and beneficial for the Company to have dual primary listing status in both Hong
Kong and the NYSE so that the Company can have ready access to these different equity markets when
opportunity arises. We believe the two markets attract different investor profiles, thereby widening the
investor base of the Company and increasing the liquidity of the Shares. In particular, dual primary listing
status in both Hong Kong and the NYSE enables us to benefit from our exposure to a wider range of private
and institutional investors. Our Directors believe that a listing in Hong Kong is in line with our focus on our
operations in the PRC, which is important for our growth and long-term strategic development.

Shares will be Eligible for Admission into CCASS

Subject to the granting of the approval for the listing of, and permission to deal in, the Shares on the
Stock Exchange and the compliance with the stock admission requirements of HKSCC, the Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from
the date of commencement of dealings in the Shares on the Stock Exchange or on any other date as maybe
determined by HKSCC. Settlement of transactions between participants of the Stock Exchange is required
to take place in CCASS on the second settlement day thereafter. All activities under CCASS are subject to
the General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. If you are
unsure about the details of CCASS settlement arrangements and how such arrangements will affect your
rights and interests, you should seek the advice of your stockbrokers or other professional advisors.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors are recommended to consult their professional advisors if they are in any doubt as
to the taxation implications of subscribing for, purchasing, holding, disposing of or dealing in the Shares.
None of us, the Joint Sponsors, any of their respective directors or any other person or party involved in the
Listing accepts responsibility for any tax effects on, or liabilities of holders of Shares resulting from the
subscription, purchase, holding or disposal of, or dealing in, the Shares.

HONG KONG REGISTER OF MEMBERS AND HONG KONG STAMP DUTY

Our principal register of members will be maintained by its principal share registrar, Maples Fund
Services (Cayman) Limited, in the Cayman Islands and our branch register of members will be maintained
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by our branch registrar in Hong Kong, Tricor Investor Services Limited. Further details of the transfer,
trading and removal of Shares between the principal share register and Hong Kong Share Register are set
out under the section headed “Listings, Registration, Dealings and Settlement” in this document. Dealings
in the Shares registered on the Hong Kong Share Register will be subject to Hong Kong stamp duty. Unless
determined otherwise by the Company, dividends payable in Hong Kong dollars in respect of the Shares
will be paid to the Shareholders listed on the Hong Kong Share Register, by ordinary post, at the
Shareholder’s risk, to the registered address of each Shareholder.

EXCHANGE RATE CONVERSION

Our reporting currency is Renminbi. This document contains translations of financial data in
Renminbi and Hong Kong dollar amounts into U.S. dollars at specific rates solely for the convenience of the
reader. Unless otherwise stated, all translations of financial data in Renminbi and Hong Kong dollars into
U.S. dollars and from U.S. dollars into Renminbi and Hong Kong dollars in this document were made at a
rate of RMB6.9545 to US$1.00 and HK$7.8489 to US$1.00, the respective exchange rates on February 24,
2023 set forth in the H.10 statistical release of the Federal Reserve Board.
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DIRECTORS AND PARTIES INVOLVED IN THE INTRODUCTION

DIRECTORS

Name Address

Executive directors

Yong Suk CHO (#{%58) 418 Jinxiu East Road
Pudong New District
Shanghai
PRC

Gregory Dean GIBB (##4:) 888 Mingyue Road
Pudong New District
Shanghai
PRC

Non-executive director

Guangheng JI (B1H) 4088 Yitian Road

Futian District
Shenzhen, Guangdong Province
PRC

Xin FU (k) 3 Shenwan First Road
Nanshan District
Shenzhen, Guangdong Province
PRC

Yugiang HUANG (# £ i) 7087 Beihuan Boulevard
Futian District
Shenzhen, Guangdong Province
PRC

Independent non-executive Directors

Rusheng YANG (#51n4:) 1063 Xiangmei Road
Futian District
Shenzhen, Guangdong Province
PRC

Weidong LI (Z=4# ) 8 Shan Yin Road, Grand Palisades
Tai Po New Territories
Hong Kong
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China
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Name Address Nationality
Xudong ZHANG (GRAEIK) Sky Horizon China (Hong Kong)
35-37 Cloudview Road
North Point
Hong Kong

David Xianglin LI (Z=+£4K) 88 Guangyuan West Road Canada
Xuhui District
Shanghai
PRC

See “Directors and Senior Management” for further details.

PARTIES INVOLVED IN THE INTRODUCTION

Joint Sponsors J.P. Morgan Securities (Far East) Limited
28/F, Chater House,
8 Connaught Road Central
Hong Kong

Morgan Stanley Asia Limited

46/F, International Commerce Center
1 Austin Road West

Kowloon, Hong Kong

UBS Securities Hong Kong Limited
52/F Two International Finance Center
8 Finance Street

Central

Hong Kong

Financial Advisor Ping An of China Capital (Hong Kong) Company
Limited
Unit 3601, 36/F, The Center
99 Queen’s Road Central
Hong Kong

Legal Advisers to the Company As to Hong Kong and U.S. laws
Skadden, Arps, Slate, Meagher & Flom and affiliates
42/F, Edinburgh Tower
The Landmark
15 Queen’s Road Central
Central
Hong Kong
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Legal Advisers to the Joint Sponsors

Legal Advisers to the Designated Dealer
and the Alternate Designated Dealer

Reporting Accountant and independent
auditor

As to PRC law

Haiwen & Partners

2605 Jing An Kerry Center

Tower 1, 1515 Nan Jing West Road
Shanghai

China

As to Cayman Islands law

Maples and Calder (Hong Kong) LLP
26/F, Central Plaza,

18 Harbor Road

Wan Chai

Hong Kong

As to Hong Kong and U.S. laws

Cleary Gottlieb Steen & Hamilton (Hong Kong)
37/F, Hysan Place

500 Hennessy Road

Causeway Bay

Hong Kong

As to PRC law

Zhong Lun Law Firm
6/10/11/16/17F, Two IFC
8 Century Avenue
Pudong New Area
Shanghai

China

As to Hong Kong and U.S. laws

Cleary Gottlieb Steen & Hamilton (Hong Kong)
37/F, Hysan Place

500 Hennessy Road

Causeway Bay

Hong Kong

PricewaterhouseCoopers

Certified Public Accountants

Registered Public Interest Entity Auditor
22/F, Prince’s Building

Central

Hong Kong
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Industry Consultant

China Insights Industry Consultancy Limited
10/F, Block B, Jing’an International Center

88 Puji Road, Jing’an District

Shanghai

China
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Registered Office

Head Office and Principal Place of
Business in China

Principal Place of Business in
Hong Kong

Company’s Website

Company Secretary

Authorized Representatives

Audit Committee

Nomination and Remuneration Committee

Compliance Adviser

Hong Kong Share Registrar

Maples Corporate Services Limited
PO Box 309, Ugland House
Grand Cayman, KY1-1104, Cayman Islands

Building No. 6, Lane 2777, Jinxiu East Road
Pudong New District

Shanghai

People’s Republic of China

5/F, Manulife Place
348 Kwun Tong Road, Kowloon
Hong Kong

https://ir.lufaxholding.com/
(the information contained on this website does not form
part of this document)

Ms. Sharon Wing Han LEUNG
(FCG, HKFCG)

Mr. Gregory Dean GIBB

Building No. 6, Lane 2777, Jinxiu East Road
Pudong New District

Shanghai

People’s Republic of China

Ms. Sharon Wing Han LEUNG
5/F, Manulife Place

348 Kwun Tong Road, Kowloon
Hong Kong

Mr. Rusheng YANG (Chairperson)
Mr. Xudong ZHANG
Mr. David Xianglin LI

Mr. Weidong LI (Chairperson)
Mr. Xudong ZHANG
Mr. Rusheng YANG

Somerley Capital Limited
20/F, China Building

29 Queen’s Road Central
Hong Kong

Tricor Investor Services Limited
17/F, Far East Finance Centre

16 Harcourt Road

Hong Kong
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Principal Share Registrar and
Transfer Office

Principal Banks

Maples Fund Services (Cayman) Limited
PO Box 1093

Boundary Hall, Cricket Square

Grand Cayman, KY1-1102

Cayman Islands

Ping An Bank Co., Ltd.
5047 Shennan Road East
Luohu District

Shenzhen

PRC

Bank of China Limited
No. 1 Fuxingmen Nei Dajie
Xicheng District

Beijing

PRC

China Minsheng Banking Corp., Ltd.
No. 2 Fuxingmennei Avenue

Xicheng District

Beijing

PRC

China Everbright Bank Company Limited
China Everbright Center

No. 25 Taipinggiao Street

Xicheng District

Beijing

PRC

Bank of Shanghai Co., Ltd.

No. 168, Middle Yincheng Road

China (Shanghai) Pilot Free Trade Zone
PRC
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The information presented in this section, unless otherwise indicated, is derived from various official
government publications and other publications, and from the market research report prepared by CIC (the
“CIC Report”), which was commissioned by us. We believe that the information has been derived from
appropriate sources such as CIC’s database, publicly available information sources, industry reports, and
other sources. We believe that we have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading, or that any fact has
been omitted that would render such information false or misleading. The Directors believe that there has
been no adverse change in the market since the completion of the CIC Report that may qualify, contradict,
or impact the information set out in this section. The information from official government sources has not
been independently verified by us, the Joint Sponsors, or any of our or their respective directors, officers,
representatives, employees, agents or professional advisers, or any other person or party involved in the,
and no representation is given as to the completeness, accuracy, or fairness of such information.
Accordingly, such information should not be unduly relied upon. For discussions of risks relating to our
industries, please refer to “Risk Factors—Risks Relating to Our Business and Industry.”

THE SMB SEGMENT IN CHINA

Overview of SMBs and SBOs

Small and micro businesses (“SMBs”) are ubiquitous in China. According to the National Bureau of
Statistics and State Administration for Market Regulation, whose definition of SMB depends to an extent on
the type of business being conducted, there were approximately 143.5 million SMBs in China as of the end
of 2021, of which 40.3 million were organized as legal entities and 103.2 million were operated by sole
proprietors. Typically, SMBs have small scale operations, with fewer than 50 people and less than
RMB30 million of annual income, and are dispersed across a wide range of industries and geographies.
Moreover, SMBs have an average lifespan of less than five years. SMBs typically lack collateral to pledge
or consistency in cash flow given their small scale and short lifespan.

Number of SMBs in China, 2017-2026E

2017-2021 2021-2026E
CAGR 12.3% 9.1%
2222
207.8
192.9
177.7 63.9
160.5 551 59.6
143.5
50.5
128.7
45.4
114.3 403
101.6 35.9 .
90.3 .
283 517
2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

u Sole Proprietors (Million) = Small and Micro Business Entities (Million)

Source: CIC Report

Small business owners (“SBQOs”) include both owners of legal entities and individuals who conduct their

businesses as sole proprietors. SBOs often own and operate multiple SMBs, either consecutively or

- 166 —



INDUSTRY OVERVIEW

concurrently, in the same or related industries and at different stages in their lifecycles. SBOs as individuals
may have a much stronger credit profile than their businesses, with real estate, cars or other personal assets. At
the end of 2021, the number of SBOs in China reached 119.6 million.

SMBs are the backbone of the Chinese economy and enjoy strong national policy support. SMBs are
responsible for over 60% of China’s GDP, over 80% of its job creation, and around 60% of its exports in
2021. The Chinese government uses a variety of policy tools to promote the development of SMBs, including
the adoption of favorable policies such as innovation incentives, tax preferences and financing support.

Macro-level impacts, such as periodic outbreaks of COVID-19 and the resulting lockdowns as well as
the resulting slower-than-expected economy recovery, have affected the business environment for SMBs.
The SMB operating index, an indicator for SMBs’ overall monthly operations and development in China
issued by the Economic Daily and the Postal Savings Bank of China, decreased from 50.6 in 2019 to 49.1 in
the first half of 2022, reflecting that SMBs have not yet recovered to their pre-pandemic operation level.

The COVID-19 pandemic has placed great pressure on the revenue and operating costs of SMBs.
According to a survey of one thousand SBOs conducted by CIC in December 2022, around 40% of
respondents with increased financing needs during the COVID-19 period attributed the increase to declining
revenue, and about 30% to higher operating costs. In the first quarter of 2022, due to lockdown measures
taken by local governments, approximately 16% of China’s economy in terms of GDP and 11% of its
population was directly affected, and the impact rose further to 23% and 20%, respectively, in the second
quarter of 2022. According to the Ministry of Commerce, about 4.6 million business entities were
deregistered in the first half of 2022. Despite the easing of COVID-19 restrictions over the summer, the
percentage of China’s economy and population directly affected by lockdown measures still stood at 11%
and 9%, respectively in the third quarter. According to a quarterly report on SMBs published by the Center
for Enterprise Research of Peking University, SMBs’ revenue recovery ratio, calculated by comparing the
operating revenue of SMBs in a given period against the corresponding period of 2019, reached its lowest
point in the second quarter of 2022 at only 24.4%, compared to 28.1% in the third quarter of 2022 and
38.3% in the second quarter of 2021.

As a result of lower revenues and higher operating costs, profit margins continue to be squeezed and
working capital conditions vary across SMBs. According to a quarterly report on SMBs published by the
Center for Enterprise Research of Peking University, SMBs are generally tight on working capital, with
only enough working capital for 2.6 months on average as of the end of June 2022, and 47.5% of SMBs
claimed not to have enough working capital to sustain their business operations for over a month at that
time.

Challenges Faced by SMBs

SMBs and their owners face a variety of financial and operational challenges:

*  Limited access to financing: According to the survey of SBOs conducted by CIC in December 2022,
95.3% of the respondents indicated that current available funding meets less than half of their total
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financing needs. With neither eligible collaterals nor organized and reliable business and financial
records, traditional financial institutions are reluctant to extend financial support to SMBs, especially
for loans with larger ticket size. The most common channel for SBOs to obtain financing is through
borrowing from their friends and other private lending sources, while borrowing from banks and
fintech companies is less common due to the above reasons. This issue is more pronounced for SBOs
in lower-tier cities, as these areas have lower bank branch coverage rates and technology penetration
rates.

*  Lack of strong credit profile and financial record: Traditional banks generally require SBO
borrowers to provide assets as collateral in order to extend financing to them. However, given the
small-scale operation and typically shorter business lifespan nature of SMBs, SBOs often lack
the collateral that traditional banks require to assess credit under a conventional risk assessment
framework. SBOs also typically lack the financial expertise to maintain systematic financial
records, which makes it more difficult for banks to assess their creditworthiness.

e Unfamiliarity with digitalization: In general, SBOs lack the ability to select and utilize
appropriate digitalization tools for design, operational management, customer sourcing and
converting customer data into meaningful insights. According to a report on SMBs enablement
services demand published by the Center for SMB Financing Research of Renmin University,
over 60% of SBOs rely on offline distribution channels for sales and marketing, which limits
their customer coverage and efficiency.

*  Limited access to customers and partners: Most SBOs are only able to acquire customers in
their focused geographies. Customer traffic acquisition is also becoming increasingly expensive
for SBOs, as customer acquisition costs doubled from 2017 to 2021. SBOs tend to run their
businesses independently, and they often lack networks and resources for collaborating with
other business partners, which are key for business expansion and customer acquisition.

OVERVIEW OF THE SMB LOAN MARKET IN CHINA
Market Size

Although lenders may have their own definitions for SMB loans that differ from the standard applied by
the National Bureau of Statistics, annual operating income is the most common criterion to determine whether a
borrower is an SMB. SMB loans are usually defined as loans extended to businesses with an annual operating
income of less than RMB30 million. The total outstanding balance of SMB loans in China totaled RMBS50.3
trillion in 2021, having grown at a CAGR of 12.7% from 2017 to 2021, and it is expected to reach RMB84.9
trillion by 2026, representing a CAGR of 11.0%. Despite the importance of SMBs as a key driver for the Chinese
economy, SMB loans only accounted for 26.0% of total financing in China in 2021.
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Market Size of SMB Loan Market in China, 2017-2026E

2017-2021 2021-2026E
CAGR 12.7% 11.0%
84.9
76.6
69.9
64.5
59.5
50.3
43.0
37.4

) I34.0 I I
2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

= Outstanding Balance of SMB Loans (RMB Trillion)

Source: CIC Report

The demand from SMBs for credit is expected to remain strong going forward. Considering the long-
term positive outlook of the SMB segment, SMBs will continue to require external funding to support
operating cash flow, customer acquisition and business expansion. SMBs also require financing solutions to
cope with operational challenges and to navigate economic fluctuations, especially during and after the
COVID-19 pandemic. There is also an increasing demand for digital transformation. An increasing number
of SMBs are becoming more aware of how digitalization can improve their business processes. SMBs are
expected to increase their investments in technology for various benefits, including deriving data insights
that can potentially drive cost savings, increase productivity and generate market intelligence. Financial
institutions are embracing technological innovation to enhance financial service offerings. With increased
technology penetration, SMBs will also have more ability to apply for and obtain financing from channels
outside of the traditional banking system, and online channels of traditional banks.

Government Policies on SMBs

The PRC government has announced a number of favorable policies to help SMBs both before and during
the pandemic. The People’s Bank of China had already lowered the criteria for inclusive SMB loans with lower
reserve rate requirements for banks in January 2019, and the People’s Bank of China, the CBIRC, the Ministry of
Finance, the NDRC and the MIIT have extended the repayment of inclusive SMB loans a number of times since
June 2020. The CBIRC, the People’s Bank of China and the State Council have continued to encourage banks to
prioritize the financing needs of SMBs with the issuance of several notices in 2022. In November 2022, the
People’s Bank of China encouraged financial institutions to further reduce the effective annual interest rate of
inclusive SMB loans by 1% in the fourth quarter of 2022 for the outstanding loans and new loans. Additionally,
People’s Bank of China, the CBIRC, the Ministry of Finance, the NDRC, the MIIT, and the SAMR jointly
released “Notice on Further Increasing the Support for Deferred Repayment of Loan Principal and Interest by
Micro and Small Businesses” ( BERAHE—SMRE/IMUE 3SR A AR ST E SRR AT) ), which
encouraged delayed repayment of principal and interest of SMB loans. The State Council has also issued policies
supporting sole proprietors in 2022 which strengthen the protection of their property rights and call for financial

- 169 —



INDUSTRY OVERVIEW

support for them. Leading banks have responded to the government’s directive to support loans to SMBs by
revising their SBO lending policies, adjusting their credit standards, and offering incentives as well as other
financial support to improve financing access for SMBs in 2022. Towards the end of 2022, multiple regulators
also included support to SMBs in their annual work plans. Financial institutions have been guided by the
People’s Bank of China to further address the difficulties in SMB financing regardless of their ownership
structure, and the CBIRC has continued promoting and improving the structure of SMB loans, encouraging loan
issuance to first-time SMB loan borrowers. The PRC government has also issued various policies to support
domestic consumption spending, including the “Opinions of the General Office of the State Council on Further
Unleashing the Potential of Consumer Spending and Promoting the Sustained Recovery of Consumption” ( [
WS BEHE A BER A HE— 20 FEOH 2V ) (e BRI ) ) in April 2022, which encouraged financial
institutions to enhance financial support for entities severely impacted by the pandemic. In June 2022, the CBIRC
and People’s Bank of China issued the “Notice of Strengthening Financial Services for New Urban Residents”
( BRI s 7 i B ARl AR S TAERY4E%0) ), which encouraged financial institutions to improve the availability
and facilitation of financial services to new urban residents, including strengthening credit support and the level
of insurance protection for their entrepreneurship and employment. The “Outline of the Plan for the Domestic
Demand Expansion Strategy (2022-2035)” ( (BERAFFEMSHIFIAHE (2022-20354F) ) ) issued by the State
Council in December 2022 also set the long-term goals to scale-up consumption and investment in China and

build up an effective system to boost domestic demand.

Thanks to the PRC government’s favorable policies and support of inclusive finance, the unmet
financing demand of SMBs has been declining from 2019 to 2021. Nevertheless, CIC has estimated that
46.7% of the financing demand of SMBs remained unmet in China in 2021. This translates to an unmet
financing demand of RMB44.1 trillion as of the end of 2021, and this metric is expected to increase to
RMB70.9 trillion in 2026, implying a CAGR of 9.9%.

OVERVIEW OF THE INCLUSIVE SMB LOAN MARKET IN CHINA

Market Size

Inclusive SMB loans are SMB loans that are extended to a single qualified borrower with a total credit
line not exceeding RMB10 million, according to the CBIRC definition. At the end of 2021, the outstanding
balance of inclusive SMB loans in China reached RMB20.8 trillion, representing over 41% of the total
outstanding balance of loans to SMBs. The inclusive SMB loan market, like the SMB loan market as a
whole, is served by both traditional financial institutions and non-traditional financial service providers.
Traditional financial institutions offer loans to SMBs using their own funds and focus primarily on secured
lending with collaterals. Non-traditional financial service providers, also known as enablers, mainly enable
traditional financial institutions to distribute loans to SMBs by leveraging their customer access and risk
management capabilities through co-lending, guarantee or loan facilitation models. Certain non-traditional
financial service providers will also fund the loans that they enable.

From 2017 to 2021, inclusive SMB loans grew at a CAGR of 27.9%, while non-inclusive SMB loans
grew at a much lower CAGR of only 5.9%. Going forward, inclusive SMB loans are expected to grow at a
CAGR of 15.5% from 2021 to 2026, while non-inclusive SMB loans are expected to grow at a CAGR of
7.4% in the same period. The growth of inclusive SMB loans is driven by the increase in number of SMBs
and the increase in loan penetration rate, supported by credit stimulus policy and the government’s directive
to enhance credit support for small and micro sized businesses.
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Market Size of Inclusive SMB Loan Market in China
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Source: CIC Report
Funding Sources

The inclusive SMB loan market is funded by two key funding sources, namely traditional banks and
other financial institutions. Traditional banks include state-owned banks, joint-stock banks, city and rural
commercial banks, other rural financial institutions, such as rural credit unions. Other financial institutions
include mainly trust companies, leasing and factoring companies, digital banks and small loan companies.
As of the end of 2021, 84.1% of the outstanding inclusive SMB loans, or RMB17.5 trillion, were funded by
traditional banks. Going forward, traditional banks are expected to remain as the main source for providing
inclusive SMB loans.

Enablement

As of the end of 2021, RMB2.7 trillion of the outstanding balance of inclusive SMB loans had been
enabled by non-traditional financial service providers. The outstanding balance of inclusive SMB loans
enabled by non-traditional financial service providers is expected to reach RMB6.0 trillion by 2026,
representing a CAGR of 17.7% from 2021, which is faster than the expected growth of the overall inclusive
SMB loan market of 15.5% across the same period.
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Total Inclusive SMB Loans Enabled by
Non-traditional Financial Service Providers, 2017-2026E
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Under the co-lending model, non-traditional financial service providers are regulated to fund the loans
issued to borrowers jointly with other funding parties, contributing at least 30% of funds for each loan
enabled per the Notice of Further Regulating the Internet Loan Business of Commercial Banks ( <BiA#E—
5 LA P SEERA T HL A K EFS R3S ). Under the guarantee model, non-traditional financial service
providers generally do not contribute funds and mainly provide credit enhancement against the borrowers’
default risk. Meanwhile, under the loan facilitation model, non-traditional financial service providers
primarily provide customer and loan matching services to traditional financial institutions, and minimize
their credit risk exposure. To promote a healthy development of the inclusive SMB loan market, which
mainly comprises loans with larger ticket size and longer tenor compared to consumer loans, regulators
encourage market participants, including non-traditional financial service providers, to take on risk
management roles jointly with traditional financial institutions. Thus, the co-lending and guarantee models,
in which non-traditional financial service providers take on more credit risk themselves, are likely to be
more prevalent in the next five years.

For SMBs in need of more accessible financing services, the diversified products and services
provided by non-traditional financial service providers allow them to access more flexible financing
products in terms of ticket size, loan tenor, and collateral. For financial institutions in need of innovative
solutions to their long-standing challenges, the technological expertise of non-traditional financial service
providers can help them expand customer reach, reduce their customer acquisition cost, improve their
products and services with multi-dimensional customer data, and enhance their risk management
capabilities. Therefore, non-traditional financial service providers are expected to gain more market share in
the inclusive SMB loan market. As of the end of 2021, loans enabled by non-traditional financial service
providers contributed 12.9% of the total inclusive SMB loan market, an increase from 7.8% in 2017. This
ratio is expected to increase to 14.1% by the end of 2026.

Although the growth for loans enabled by non-traditional financial service providers is expected to be
faster than the inclusive SMB loan market in the medium term, it is expected to experience a less aggressive
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growth from 2022 to 2023, as leading non-traditional financial service providers have proactively limited
their new loan enablement as an initiative to control credit quality during the market downturn that has
accompanied the COVID-19 pandemic. Some customers have also been attracted by offers from traditional
banks, as banks are being encouraged by regulators to lower prime rates to extend unsecured loans to those
SMBs that traditional banks are able to reach.

Going forward, SMBs are expected to experience strong recovery. The PRC government has provided
a series of preferential policies and support measures to SMBs, including three months of rent reduction or
exemption, promoting the clear-off of SMB accounts receivable, reducing or waiving taxes and fees, and
delaying repayment of loans for SMBs affected by the epidemic, all of which have strengthened the
confidence of SBOs in future operations. Overall, CIC expects that SMB operations will recover to
pre-epidemic levels between 2024 and 2026, and the total number of SMBs is expected to reach
222.2 million in 2026, at a CAGR of 9.1% between 2021 and 2026.

COMPETITIVE LANDSCAPE ANALYSIS

Non-traditional financial service providers in the inclusive SMB loan market in China typically have
the following features:

e Customer acquisition either offline-to-online or online channels

*  Focus on serving customers in their parent companies’ respective ecosystems and also providing

lifestyle services, if they are backed by internet companies

*  Application of both customer behavioral and financial data for risk pricing and credit assessment,
but certain providers backed by internet companies have a higher reliance on the former
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Ranking

The inclusive SMB loan market in China is relatively concentrated, with the top five players,
including MYbank, WeBank, Du Xiaoman Financial, JD Technology and our company, accounting for
67.7% of the total market. As of June 30, 2022, the Company ranked as the second largest player among
non-traditional financial service providers in terms of outstanding balance of inclusive SMB loans, with a
market share of 17.6%. The following table shows the ranking of the top five non-traditional financial
service providers in China in terms of outstanding balance of inclusive SMB loans as of June 30, 2022:

Ranking of the Top Five Non-traditional Financial Service Providers in China
by Outstanding Balance of Inclusive SMB Loans, as of June 30, 2022©

. Outstanding Balance of Inclusive
1

Company A® 810.0 28.1%
I I
1 2 The Company 505.9 17.6% 1
I I
3 Company B® 450.0 15.6%
4 Company C® 140.0 4.9%
5 Company D® 42.0 1.5%
Top Five 1,947.9 67.7%
Others 931.0 32.3%
Total 2,878.9 100.0%

Source: CIC Report

Notes:

1. Represents the outstanding balance of loans to SMBs including loans to SBOs, who are the owners of SMBs, and excludes
loans to retail borrowers. Market share is measured by each company’s outstanding balance of inclusive SMB loans, divided
by the total outstanding balance of inclusive SMB loans enabled by non-traditional financial service providers. The data for
the our competitors were primarily obtained through expert interviews conducted by CIC.

2. Company A is a leading digital bank which is not publicly listed on any stock exchange and its total asset was RMB425.8
billion as of December 31, 2021.

3. Company B is a leading digital bank which is not publicly listed on any stock exchange and its total asset was RMB438.7
billion as of December 31, 2021.

4. Company C is a leading Fintech company which is not publicly listed on any stock exchange and its total asset is not disclosed
to the public.
5. Company D is a leading Fintech company which is not publicly listed on any stock exchange and its total asset is not disclosed

to the public.

6. The information presented in this table is derived from the market research report prepared by CIC, which was commissioned
by us. It is not feasible for the Company to obtain consent from industry peers to publicly disclose their names due to the
competitive relationships between the Company and other market players. CIC obtained information on the market players by
conducting its own analysis and conducting interviews with key industry experts and leading industry participants on a
confidential basis.
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Challenges Faced by Our Competitors

Traditional financial institutions face a number of common challenges when providing inclusive SMB
loans:

*  Limited SMB risk management expertise: Many financial institutions may lack the required
risk management capabilities to properly assess SBO risks. Additionally, they often have no
access to borrowers’ social data, such as location data, shared contact information and voiceprint
data, which leads to difficulties in forming accurate customer portraits. Due to these two reasons,
financial institutions cannot effectively price the risks of SBO loans unless collateral is pledged,
which increases the approval time required and reduces the approval rate. As of 2021, 81.9% of
inclusive SMB loans originated by banks were secured loans.

* Information asymmetry: Many traditional financial institutions continue to use conventional
systems in the risk management process, which still require manual verification and a lengthy
paperwork process. Therefore, they may face difficulties in effectively analyzing information and
integrating the results in a holistic approach.

e High customer acquisition costs: Many traditional financial institutions are burdened by
heightening marketing and customer acquisition costs attributable to their offline and siloed
marketing channels. Because of their unfamiliarity with leveraging online traffic and data, many
traditional financial institutions lack effective budgeting mechanisms, channels, and technology
to accurately reach target groups and acquire customers.

Meanwhile, other non-traditional financial service providers face a different set of challenges when
providing inclusive SMB loans:

*  Limited SBO customer reach. Non-traditional financial service providers that achieve scale
thanks to the backing of major internet companies usually focus on serving customers in their
respective ecosystems. They have difficulty in reaching SBO customers outside of their own
ecosystem, leading to limited insights and accumulation of multi-dimensional data on SBO
customers. Furthermore, they generally have limited offline reach, as they often lack a sizeable
offline sales force or effective marketing capabilities to increase customer engagement and
achieve cross-sell and up-sell.

*  Lack of financial services background: Non-traditional financial service providers backed by
internet companies do not necessarily possess financial expertise in analyzing credit. They
typically also rely heavily on social behavioral data rather than financial data for pricing and
credit assessment, which is a handicap in providing loans with larger ticket sizes.

* Inability to appropriately price the risks of SMB loans: Most non-traditional financial service
providers generally focus on providing small ticket-size and short-tenor loans. They often lack
the risk management expertise to price the risks of longer tenor loans with larger ticket sizes
which SMBs require, and thus it is challenging for them to provider outstanding customer
experience with flexible product offerings in terms of ticket size, tenor and product type.
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Key success factors for achieving market share in the inclusive SMB loan market include:

*  Expertise in data collection, processing and analysis: The ability to collect relevant financial
and behavioral data from SMBs and efficiently process, analyze and convert them into
meaningful customer insights are key to achieving an understanding of SMB demand for
financing and to properly assessing their risk profiles for effective credit decisioning.

*  Risk management capability: SMBs are dispersed across various industries and geographies
and present a wide variety of different risk profiles given their diversified nature. Strong risk
management and risk-analyzing capabilities are key to accurately pricing the risks of SMB loans.

*  Effective customer acquisition channel: The customer acquisition costs for SBOs are typically
high. SBOs often require customized and personalized service to meet the particular needs of
their businesses. A large offline sales network can offer personalized experience and can be more
effective at acquiring customers than pure online interactions.

e Strong customer engagement: While digital capabilities are critical for processing and
analyzing data, it is equally important to maintain strong customer engagement to increase
customer loyalty for other business opportunities, including non-credit related services and
operational solutions. Companies that can meet the needs of SMBs in multiple areas can leverage
those solutions and services to increase ongoing engagement.

ADDITIONAL FUTURE GROWTH OPPORTUNITIES

In addition to their demand for financing for their businesses, SBOs also demand other financial
services such as consumer finance loans, and SMB insurance, as well as value-added operational services to
facilitate their businesses, all of which present new potential for monetization.

Consumer Finance

Consumer finance loans refer to loans to individuals for the purpose of general consumption. This
includes auto loans, credit cards and other consumer credit loans. Consumer finance loans are typically
provided by traditional banks, consumer finance companies and auto finance companies. The total
outstanding balance of consumer finance loans in China, excluding housing mortgage loans, grew from
RMB9Y.7 trillion in 2017 to RMB16.6 trillion in 2021 at a CAGR of 14.4%, and it is expected to further
grow to RMB25.2 trillion in 2026 at a CAGR of 8.8%. Growth in the consumer finance loan segment in
China is mainly due to (i) the change in individual purchasing behavior which promotes the idea of
“consumption in advance”, (ii) the development of the online consumer credit loan market, driven by the
development of financial technologies and the popularity of e-commerce and mobile payment, and (iii) a
favorable policy environment that encourages personal consumption to support the real economy.
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Market Size of Consumer Finance Loans in China, 2017-2026E
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Value-added Operational Services

Besides financial services, SBOs also demand value-added operational services to improve the
operational performance of their businesses. SBO operational services refer to software or digital platform
as-a-service that is designed to improve the SBO’s operating efficiency and to grow and expand its
businesses. These generally include customer relationship management (“CRM”) software-as-a-service
(“SaaS”), enterprise resource planning (“ERP”) SaaS, supply chain management (“SCM”) SaaS and
financial management (“FM”) SaaS. Regulatory bodies have issued favorable policies and regulations in
support of the digital transformation of SMBs. Continual technological innovation and digital
transformation will increase both supply and demand of SaaS and other operational services. With the rapid
development of e-commerce, the importance of customer relations management and other operational
services will continue to increase. The combination of supportive policies and regulations, technological
innovation, and the development of e-commerce and social media is expected to drive the demand by SBOs
for a comprehensive suite of operational services to support their business growth. SBO operational services
also create a synergetic effect to the financial ecosystem of non-traditional financial service providers, as
these services increase the stickiness of customers and allow these providers to collect multi-dimensional
customer behavior and financial data that may enhance their core systems and capabilities. The total market
size of SBO operational services in China is RMB11.1 billion in 2021, of which 43.1% is the SBO CRM
SaaS market, 37.0% is the SBO ERP SaaS market, 10.7% is the SBO FM SaaS market and 9.2% is the SBO
SCM SaaS market. Driven by the rise of social media and the development of e-commerce industry, the
SBO CRM SaaS market and SBO ERP SaaS market, both of which are the addressable markets the
Company targets, will continue to constitute the majority of the total SBO operational services market, and
the total market size is expected to increase to RMB40.7 billion in 2026, representing a CAGR of 29.8%.

SMB Insurance

As the SMB segment continues to grow, SBOs are also expected to allocate more resources to SMB-
related insurance products to protect for the downside risk of their businesses and potential loss. These
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include property, general liability and work-related injury insurance, which are mainly recognized as
non-life insurance. Growth in SMB-related insurance market has been witnessed in developed countries
over the past few years. Taking Germany, the United States and the UK as examples, the overall size of
insurance premiums from the SMB segment reached US$25.5 billion, US$117.2 billion and US$10.9 billion
in 2021, representing CAGRs of approximately 13.3%, 5.8% and 3.3% from 2017 to 2021, outpacing the
growth of the overall industry at 3.4%, 5.0% and 0.3%, respectively. The contribution of premiums from the
SMB segment to total insurance premiums in Germany, the United States and the UK also grew from
approximately 6.9%, 7.0% and 2.4% in 2017 to over 10.0%, 7.2% and 2.7% in 2021, respectively. As the
SMB segment continues to grow in China, it is anticipated that the growth of the SMB insurance market
will also pick up accordingly, due to the demand for protection from the SBOs for their businesses.

SOURCES OF INFORMATION

We commissioned China Insights Industry Consultancy Limited (CIC), an independent market
research consulting firm that is principally engaged in the provision of market research consultancy
services, to conduct a detailed study of the SMB financial services markets in China.

During the preparation of the CIC Report, CIC performed both primary and secondary research, and
obtained knowledge, statistics, information, and industry insights on the industry trends of the SMB
financial services markets in China. Primary research involved discussing the status of the industry with
leading industry participants and industry experts. Secondary research involved reviewing company reports,
independent research reports, and available data based on CIC’s own research database.

The CIC Report was compiled and the expected growth in China’s SMB financial services market was
estimated based on the following assumptions and factors: (i) the overall social, economic, and political
environment in China is expected to remain stable during the forecast period, (ii) the Chinese economy is
expected to grow steadily during the forecast period, and (iii) there will be no extreme unforeseen events,
including regulations and government policies, which may materially affect the market during the forecast
period. The reliability of the CIC Report may be affected by the accuracy of the foregoing assumptions and
factors. For the avoidance of doubt, impacts of the COVID-19 outbreak have been taken into account when

compiling information in the CIC Report.

CIC is an independent market research and consulting firm. We have agreed to pay a fee of
RMBS880,000 to CIC in connection with the preparation of the CIC Report. We have extracted certain
information from the CIC Report in this section, as well as in the sections headed “Summary,”
“Risk Factors,” “Business” and “Financial Information” to provide our potential investors with a more

comprehensive presentation of the industries where we operate.
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We operate in an increasingly complex legal and regulatory environment. We are subject to a variety
of PRC and foreign laws, rules and regulations across numerous aspects of our business. This section sets
forth a summary of the principal PRC laws, judicial interpretations, rules and regulations relevant to our

business and operations in the PRC.

Regulations Relating to Foreign Investment

The establishment, operation and management of corporate entities in the PRC, including foreign-
invested companies, are subject to the Company Law ( <% A RILFE 23 7)) ), which was issued by the
Standing Commiittee of the National People’s Congress and was last amended on October 26, 2018. Unless

otherwise provided in the PRC’s foreign investment laws, the provisions of the Company Law shall prevail.

Investments in the PRC by foreign investors and foreign-invested enterprises are regulated by the
Catalog of Industries in which Foreign Investment is Encouraged (2022 edition) ( <H&Eiohr#k g a2 H
$%(20224-1)) ) and the Special Administrative Measures for Foreign Investment Access (Negative List
2021) ( CHMPEH3E A R B A B B (B T T BE)(20214F8R)) ), or the 2021 Negative List. The establishment
of wholly foreign-owned enterprises is generally allowed in industries not included in the 2021 Negative
List. Industries not listed in the 2021 Negative List are generally open to foreign investments unless
specifically restricted by other applicable Chinese regulations. Under the 2021 Negative List, foreign equity
in companies providing value-added telecommunications services, excluding e-commerce, domestic multi-
party communications, data collection and transmission services, and call centers, should not exceed 50%.

The establishment procedures, filing and approval procedures, registered capital requirements, foreign
exchange restrictions, accounting practices, taxation, and labor matters of a wholly foreign-owned
enterprise are governed by the Foreign Investment Law ( <3 A\ RALFIEISME &) ), which took effect
on January 1, 2020. It replaced most laws and regulations previously governing foreign investment in the
PRC. The Company Law and the Partnership Enterprise Law of the PRC ( {* % A\ [ALFE &A1) )
generally govern the organization of a foreign invested enterprise.

The Foreign Investment Law mainly stipulates four forms of foreign investments: (a) a foreign
investor, individually or collectively with other investors, establishes a foreign-invested enterprise within
the PRC; (b) a foreign investor acquires stock shares, equity shares, interests in assets, or other like rights
and interests of an enterprise within the PRC; (c) a foreign investor, individually or collectively with other
investors, invests in a new project within the PRC; and (d) foreign investors invest in the PRC through any
other methods under laws, administrative regulations, or provisions prescri